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THE  NEW  a. 

Infiniti.  It's  everything  that's  possible. 
A  concept  embodied  by  the  new 
Infiniti  Q4S  or,  as  we  call  it,  the  Q7 
From  landmark  ideas  like  the  world's 
first  Full-Active  Suspension"  system* 
for  awe-inspiring  control,  to  novel 
ideas  like  a  liquid  crystal  rearview 
mirror  that  automatically  adjusts  for 
glare  during  night  driving.  Visit  your 
Infiniti  showroom  for  a  Guest  Drive®, 
and  discover  luxury  cars  that  go 
beyond  what  you  have  known. 

INFINITI 
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PRODUCTION 

Change  from  last  week:  -0-2% 
Change  from  lost  year:  3.0% 
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Chonge  from  las!  week:  -0.2% 
Change  from  last  year:  3.9% 
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The  production  index  declined  during  the  week  ended  Apr  10  On  a 
seasonally  adjusted  basis,  output  of  trucks,  electric  power,  crude-oil  refining,  coal, 
lumber,  and  rail-freight  traffic  declined,  while  auto  production  increased.  Steel,  paper, 
and  paperboard  output  was  unchanged  from  the  previous  week  Before  calculation 
of  the  four-week  moving  average,  the  index  fell  to  185,  from  186  6,  possibly 
because  some  plants  were  closed  during  the  Easter  weekend 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc 
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19 

The   leading   index   fell  slightly  during  the  week  ended  Apr.  10,  to  its  low, 
level  since  November,  1992    Stock  prices  were  lower,  and  the  growth  of  materr 
prices  turned  negative  for  the  week.  Bond  yields  were  up,  though,  and  the  gro* 
rates  of  real  estate  loans  and  M2  improved   The  number  of  business  failures  v. 
little  changed    Before  calculation  of  the  four-week  moving  average,  the  index  rosei 
219  6,  from  219,1  in  the  previous  week, 

Leading  index  copyright  1  993  by  Center  for  Interr 

Cycle  Research 

LEADING  INDICATORS  j 

Latest 
week 

Week 
■go 

%  am 

year! 

STOCK  PRICES  (4/16)  S&P500 

448  72 

442.00 

CORPORATE  BOND  YIELD,  Aaa  (4/16) 

7.45% 

7.61% 

INDUSTRIAL  MATERIALS  PRICES  (4/16) 

97.4 

07  7 

BUSINESS  FAILURES  (4/9) 

383 

381 

REAL  ESTATE  LOANS  (4/7)  billions 

$395  9 

$395.1  r 

MONEY  SUPPLY,  M2  (4/5)  billions 

$3  444  2 

$3,439.6r 

INITIAL  CLAIMS,  UNEMPLOYMENT  |4/3)thous. 

373 

378 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  fl 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  acfl 
data  on  business  failures  and  real  estate  loans 

1  MONTHLY  ECONOMIC  INDICATORS 

■n 

Latest 
month 

Month 
ago 

%  Chi 
yeail 

INDUSTRIAL  PRODUCTION  (Mar .)  total  index 

112  0 

1  12.0r 

CAPACITY  UTILIZATION  (Mar.) 

79.9% 

80. 1  %r 

IMPORTS  (Feb  )  millions 

$44,378 

$44,306r 

EXPORTS  (Feb.)  millions 

$37,181 

$37,1 48r 

Sources:  Federal  Reserve  Boord,  Commerce  Dept 

s  m  ui\ii\  \''J\v)  mm  ■■■nil  mm 

Latest 
week 

Week 
ago 

:  Ch«t 

yeaift 

MONEY  SUPPLY,  Ml  (4/5) 

$1,041.9 

$l,036.3r 

BANKS'  BUSINESS  LOANS  (4/7) 

275  0 

277  5 

FREE  RESERVES  (4/u) 

794 

1  169r 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/7) 

149.1 

142  6 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for 
two-week  period  in  millions) 

ree  reserves, 

which  are  expre 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

FEDERAL  FUNDS  (4/20) 

2.84% 

2.98% 

PRIME  (4/21) 

6  00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (4/20) 

3.13 

3.16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/21) 

3  08 

3.09 

EURODOLLAR  3-MONTH  (4/17) 

3.13 

3.1 1 

4 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (4/17)thous.  of  net  tons 

1  810 

1,787# 

0.1 

AUTOS  (4/17)  units 

107,762 

1  10,823r# 

3.4 

TRUCKS  (4/17)  units 

84,896 

79,298r# 

18.6 

ELECTRIC  POWER  (4/ 1  7)  millions  of  kilowatt-hours      5 1 ,209 

51,846# 

-0.2 

CRUDE-OIL  REFINING  (4/i7)thous  o 

bbl  /day 

13,406 

1  3,100» 

1.2 

COAL  (4/10)thous.  of  net  tons 

18,366# 

17,999 

-1.4 

PAPERBOARD  (4/10)thous.  of  tons 

824  0  = 

828  9r 

3  7 

PAPER  (4/10)  thous.  of  tons 

788. 0# 

797. Or 

2.1 

LUMBER  (4/10)  millions  of  ft 

46  3  1  » 

463.3 

-8.2 

RAIL  FREIGHT  (4/10|  billions  of  ton-mi 

es 

20.2# 

21.1 

-1.5 

Sources:  American  Iron  &  Steel  Institute,  Word's  A 
American  Petroleum  Institute,  Energy  Dept.,  American 
of  American  Railroads 

utomohve  Reports,  Edison  Electric  Institute, 
Paper  Institute,  WWPA1,  SFPA1,  Association 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/21) 

1 1 1 

1  14 

134 

GERMAN  MARK  (4/21 ) 

1.60 

1.59 

1.65 

BRITISH  POUND  (4/211 

1.54 

1.56 

1.77 

FRENCH  FRANC  (4/2 1) 

5  42 

5  36 

5.58 

CANADIAN  DOLLAR  (4/2 1) 

1.26 

1.26 

1.19 

SWISS  FRANC  (4/21) 


46 


1  45 


1  53 


MEXICAN  PESO  (4/21) 


3.074 


3.079 


3.088 


Sources:  Mo|or  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
pound  expressed  in  dollars 


mm 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/21)$/troyoz. 

339.000 

338  250 

0  3 

STEEL  SCRAP  (4/20)#l  heavy,  $/ton 

1  06  50 

106  50 

15.8 

FOODSTUFFS  (4/20)  index,  1967=100 

205  9 

207.3 

2.2 

COPPER  (4/17)  c/lb 

94.3 

94  0 

-9.0 

ALUMINUM  (4/17)  c/lb. 

52.8 

52.5 

-15.4 

WHEAT  (4/17)  #2  hard,  $/bu 

3.67 

3.70 

-10.0 

COTTON  (4/1 7)  strict  low  middling  1-1/16 

n.,  C/lb.       56  26 

56.58 

5.4 

Sources:  London  Wednesday  final  setting,  Ch 
Week,  Kansas  Ciry  market,  Memphis  market 

cago  market,  Commodity  Research  B 

jreou,  Metalz 

Sources:  Federal  Reserve  Board,  First  Boston 


fiRaw  data  in  the  production  indicators  are  seasonally  odjusted  in  computing  the  BW  index  (chort),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipfi| 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn,     3  =  Free  market  value     NA  =  Not  availoble     r=  revised     NM  =  Not  meaningful 
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What  do  you  suppose 
the  government 
is  going  to  throw 
at  you  next? 


First  they  hit  you  with 
COBRA.  Then  it  was  FASB 
It  seems  they're  always  throw- 
ing something  at  you.  And 
complying  with  them  is  none 
too  sweet. 

But  one  thing's  for  sure: 
Keeping  track  of  and  trying  to 
understand  all  of  the  many 
government  regulations  is  a 
monumental  task. 

Let's  do  something  about  it. 

At  Northwestern  National 
Life,  we  send  regular  updates 
that  help  our  clients  better 
understand  and  interpret  gov- 
ernment rules  and  regulations. 

So  work  with  us.  And 
when  the  government  does 
throw  something  at  you,  you 
won't  get  egg  on  your  face.  Or  pie. 

For  your  free  copy  of  our 
reference  booklet — Your  Quide 
To  Benefits  Regulations  — call 
or  write  to  Rick  Naymark, 
Northwestern  National  Life, 
Box  20,  Minneapolis,  MN 
55440,  (612)  342-7137. 


ini 


Northwester* 
National  7  <fe 


Northwestern  National  Life  Insurr 
Minneapolis.  MN  (all  states  exr 


carefully- 

For  100  ^ars,  m«« 
tde  most  unsettling 
conditions,  The 
Thoroughbred  and  Its 
predecessor  compa- 
nies have  kept  their 


Pursuing  the  Vision 


balance,  in  1992, 
Norfolk  Soutfiern 


For  a  step-bij-step  account,  please  write  the 
address  below  for  a  copy  of  the  1992  Norfolk 
Southern  Annual  Report. 


NorfolR 

wit(l„rf  income  acceding  $557 
,i0„  more  ttaS4.6 

Mta.Norfolfe  Soutfem 

^^^^^ 
„w  terrain  ««d  stay  « step 


NOR|THEBN 


.etter  From  New  Yor 


IT'S  ROUGH 

IN  THE  DIAMOND  DISTRICT 


Walk  along  West  47th  Street 
near  Rockefeller  Center,  and 
you're  in  a  noisy  bazaar  that 
seems  out  of  place  in  buttoned-down 
midtown  Manhattan.  This  is  the  dia- 
mond district,  the  nexus  of  the  $5.6  bil- 
lion U.  S.  gem  trade,  where  95%  of  the 
stones  coming  into  the  country  are 
bought,  cut,  polished,  weighed,  or  sold. 

Strolling  along  the  block,  Hasidic  Jews 
poke  their  heads  into  shops  to  ask 
whether  merchants  need  any  fresh  dia- 
monds. Barkers  in  sandwich  boards  coax 
shoppers  into  arcades  jammed  with  tiny 
stalls.  Inside,  fast-talking  jewelers  swear 
everything  is  the  bargain  of  a  lifetime. 

That's  strictly  penny-ante  stuff.  The 
real  action  takes  place  way  above  street 
level,  in  cutting  rooms  and  private  offic- 
es. In  the  heavily  guarded  Diamond 
Dealers  Club  bourse,  scores  of  Hasidim, 
their  coat  pockets  heavy  with  loose 
stones,  sit  at  long  tables  and  cut  clandes- 
tine million-dollar  deals  with  traders 
from  Belgium,  Israel,  and  India.  All 
deals  are  sealed  with  a  handshake  and 
the  Hebrew  saying  "ma:al  u'brachd'— 
luck  and  blessings.  "The  street  has  its 
own  culture.  You  almost  need  a  pass- 
port to  work  here,"  says  Martin  Rapa- 
port,  an  influential  broker. 

In  the  back,  the  Hasidim  now  mingle 
with  an  occasional  Indian  or  Asian.  They 
play  gin  rummy  and  chess,  smoke  thick 
cigars,  and  schmooze.  A  poster  of  a 


Jackie  Mason  performance  hangs  next  to 
"wanted"  posters  identifying  at-large 
criminals  the  security-obsessed  diamond 
dealers  should  keep  a  lookout  for. 

But  the  occasional  heist  is  not  the 
district's  big  worry.  The  world  diamond 
market  is  taking  a  beating.  De  Beers 
Consolidated  Mines  Ltd.,  the  huge  South 
African  cartel  that  controls  about  80%  of 
the  international  trade,  saw  sales  slip 
13%  last  year.  An  investment-grade  one- 
carat  stone  that  wholesaled  for  $63,000 
in  high-inflation  1980  goes  for  just 
Si:!, 500  today.  Carat  volume  has  held 
steady,  but  the  market  is  increasingly  in 
smaller  stones— some  just  one  one-hun- 
dredth of  a  carat— which  are  cut  in  low- 
cost  diamond  centers  in  India,  Israel, 
Malaysia,  Thailand,  and  China. 

That  shift  to  modest  stones  threat- 
ens the  survival  of  47th  Street's  cut- 
ters, renowned  as  the  finest  in  the 
world.  Their  labor  is  expensive,  about 
$200  per  finished  carat,  so  only  the  best 
stones  are  cut  here.  From  19<S0  to  1992, 


"The  players,  if  100  of  them 
left  New  York,  this  industry 
would  be  finished.  There 
would  be  nothing  here." 


the  annual  volume  of  raw  stones  in 
ported  for  cutting  dropped  50%,  to  $49 
million.  And  the  number  of  diamond-di; 
trict  cutters  has  dwindled  to  250,  fror 
about  2,500  in  1980. 

Richards,  as  one  cutter  insists  o 
identifying  himself,  has  been  at  it  fc 
40  years.  His  cluttered  workshop  ovei 
looks  Rockefeller  Center's  ice-skatin 
rink.  He  and  a  handful  of  elderly  co 
leagues  spend  weeks  and  even  month 
crafting  brilliant  shapes  out  of  diamon 
roughs,  which  arrive  looking  like  octahi 
drons  of  frosted  white  glass. 

Richards  has  just  spent  months  craf 
ing  a  flawless  heart-shaped  20-can 
stone  the  size  of  a  peach  pit,  whiq 
should  retail  for  about  $1.5  million.  On 
of  his  four  sons  has  followed  him  infl 
the  trade,  but  Richards  says  it's  toug 
on  novices  now.  "In  my  time,  I  werj 
out  and  bought  myself  some  diamond] 
he  recalls.  "Diamond  was  cheap  at  thij 
time,  and  I  learned  on  my  own  stones. 
I  made  a  mistake,  it  was  my  loss.  Thej 
beginners,  they  cannot  afford  to  bq 
this  kind  of  stone,"  he  says,  jiggling 
large  rough  diamond  in  his  sooty  hanc 

By  contrast,  there  are  500,000  cu 
ters  and  polishers  in  India  alone.  Lab( 
is  so  cheap— about  $80  a  month— th; 
low-grade  diamonds  once  used  for  i; 
dustrial  purposes  are  being  cut.  Ind 
and  other  countries  pour  huge  subsidit 
into  their  growing  diamond  industrie: 
Israel's  fortresslike  Ramat  Gan  cor 
pound,  near  Tel  Aviv,  is  a  high-tec 
600,000-square-foot  free-trade  zone. 
'new  YORK  is  shaky.'  It's  a  struggle 
keep  the  Manhattan  street  shoppe 
friendly.  Two  police  booths,  erected 
the  expense  of  a  47th  Street  trade  ass 
ciation,  are  usually  vacant.  Fear  of  crin 
drives  many  middle-class  shoppers  ai 
foreign  dealers  elsewhere,  even  thou| 
street  crime  in  the  diamond  district 
relatively  rare.  Add  in  high  taxes  ai 
the  other  hassles  of  doing  business 
New  York,  and  many  see  the  light  goii 
out  of  47th  Street.  "New  York  is  shak 
laments  Rapaport,  the  diamond  brok 
"The  players,  if  100  of  them  left  N< 
York,  this  industry  would  be  finish* 
There  would  be  nothing  here.  The  d 
mond  industry  here  would  be  like  the 
amend  industry  in  Ottumwa,  Iowa." 

While  47th  Street  boosters  pooh-po 
talk  of  a  decline,  office-rental  rates  a 
half  what  they  were  a  few  years  ago 
the  cutters  vanished  altogether  and  k 
of  dealers  moved  to  Ramat  Gan 
would  be  a  crippling  blow  to  the  d 
trict.  A  diamond  may  be  forever,  b 
West  47th  Street  may  soon  be  a  fx* 
note  in  New  York's  history  books. 

EtIZABETH  LE 

Staff  Editor  Lesly  covers  corpon 
strategies. 
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IS  YOUR  MAINFRAME  CAPABLE  OF 
RIGHTSIZING  ITSELF? 


A  computer  system  should 
help  you  compete,  not  just 
compute.  Il  should  make  room 
for  growth  in  any  direction  at 
any  I  ime.  1 1  snoultl  turn 
change  into  a  competitive 
advantage.  I  he  Encore  Infinity 
90    istl  lis  system.  Now  you 
can  scale  your  computing 
resources  bo  just  the  right  size 
by  simply  adding  increments  ol 
performance.  And  that  means 
virtually  unlimited  scalahility  of 
performance,  I/O  throughput 
and  capacity.  W  hen  your 
enterprise  requires  new  applica- 
tions, greater  information  loads 
and  increased  user  demands, 
meet  them  head-on  by  just 
adding  to  the  Infinity  90  s 
processor  complex.  Only  the 
Infinity  c)0  i  rffers  this  built-in 
flexibility  to  meet  your  exact 
requirements.  1 1  s  that  simple. 
And  ll  lese  identical  budding 
hlochs  provide  the  processing 
sources  and  data  paths  to  keep 
the  Infinity  e'0  running 
without  fail,  ll  all  boils  down 
to  a  system  that  is  easily  and 
inexpensively  shaped  to  your 
unique  enterprise  demands 
while  providing  the  best 
alternatives  to  every  business 
decision.  And  that  s  a  competi- 
tive advantage  thai  lips  all  the 
scales  in  your  favor. 
Think 
beyond 
rightsizing. 
Think 
unlimited 
competitive 
advantage. 
I  hink 

Infinity  90. 


I  Delivering  Enterprise  Solutions 

Encore  Computer  Corporation 
6901  W.  Sunrise  Blvd 
Ft   Lauderdale,  Florida  53313  44'HI 
(8(1(1)  933-6267  U.S  and  C  ida 

(305)  5c?7-2l>()(>  Worldwide 
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Let  s  take  a  minute  to 

Wherever  global  business  pursues  oppor- 
tunity, it  comes  up  against  steep  competition. 

Making  it  to  the  top  requires  confident 
strategic  maneuvering  and,  invariably,  plenty 
of  financial  rope.  Which  is  why,  in  both  the 
U.S.  and  beyond,  some  of  the  world's  most 
successful  corporations  maintain  strong  ties 
with  one  international  bank. 

Union  Bank  of  Switzerland. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  our  perspective  and 
resources  are  impressive. 

Moreover,  the  ways  we  can  apply  our 
Triple-A  rated  strength  are  impressive,  too. 


ilk  about  rope. 

Because  the  UBS  network  otters  a  full 
range  of  on-  and  off-balance  sheet  finance 
vital  to  any  sizable  company's  success. 

Whether  your  goals  require  trade  or  project 
finance,  securities  underwriting  and  trading, 
swaps  and  derivatives  or  even  asset  manage- 
ment and  advisory  services,  UBS  can  custom 
design  the  right  solutions.  In  any  major  cur- 
rency or  market.  In  good  times  and  bad. 

Getting  tied  to  a  relationship  that  could 
leave  you  hanging  is  an  unnecessary  risk.  If 
you're  aiming  tor  the  heights  of  global  success 
or  want  to  start  the  climb,  depend  on  Union 
Bank  of  Switzerland  for  a  reliable  edge. 


As  global  as  business  itself. 


i  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
'thei  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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Doing  certain  things  with  your  eyes  Truth  is,  we  are  simply  busini 

closed  can  be  guite  impressive.  Performing  a  people  who  understand  that  the  short 

high  wire  act,  for  instance.  Business,  how-  distance  between  two  points  is  a  strai 

ever,  is  an  entirely  different  matter  line.  Opening  our  eyes  to  evolving  mane 

We  believe  that  a  financial  services  ment  techniques  and  the  latest  etficiem 

company  can  only  spot  opportunities  with  its  that  technology  offers  has  put  us  on  that  I 


eyes  open.  Yet  to  our  surprise,  this  rather 


Keeping  our  eyes  open  will  t 


straightforward,  common-sense  way  of  think-  us  into  the  future.  If  some  call  that  bf 
mg  has  led  many  to  consider  us  innovative.       visionary,  hey,  who  are  we  to  argue"? 
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NOTES  ON  THE  CAST 
IN  THE  IBM  DRAMA 


Regarding  "Faith  in  a  stranger"  (Cov- 
er Story,  Apr.  5),  I  love  it!  John 
Sculley  is  now  a  revered  elder  states- 
man. Wasn't  it  only  yesterday  that  tech- 
nologists everywhere  were  wringing 
their  hands  in  fearful  anticipation  of  the 
damage  he  would  do  to  Apple? 

I'm  putting  my  money  on  Lou  Gerst- 
ner,  who  will  prove  to  be  a  winner  for 
IBM  as  Sculley  has  been  for  Apple. 

Virginia  Simpson 
Alexandria,  Va. 

In  "The  PUR  Nabisco  he's  leaving  be- 
hind" (Cover  Story,  Apr.  5),  one  of 
Louis  Gerstner's  achievements  is  hav- 
ing cut  3,000  jobs,  saving  $550  million  a 
year.  While  Gerstner  may  have  helped 
his  company's  bottom  line  through  cost- 
cutting,  I  don't  consider  putting  3,000 
people  out  of  work  an  achievement. 

Jonathan  Katz 
Pomona,  N.Y. 

As  a  former  employee,  I  believe  your 
comments  on  Apollo  Computer  in 
"From  Mallomars  to  mainframes:  Is  ex- 
perience necessary?"  (Cover  Story,  Apr. 
5)  need  correcting.  Thomas  A.  Vander- 
slice,  as  Apollo's  CEO,  certainly  under- 
stood the  importance  of  the  Unix  operat- 
ing system  environment.  He  was  a 
driving  force  behind  the  Open  Software 
Foundation,  which  supported  the  con- 
cept. However,  the  research  and  devel- 
opment team  at  Apollo  was  divided. 

Hewlett-Packard  was  smart  enough 
to  recognize  what  could  be  done  with  a 
company  that  had  substantial  growth 
but  faced  a  major  and  difficult  product 
transition.  The  strategy  executed  by 
Vanderslice  to  sell  Apollo  probably  saved 
the  company  from  inevitable  demise. 

David  W.  Herter 
Westboro,  Mass. 

SUPERCONDUCTORS  INVADE 

THE  WIRELESS  WORLD  

Your  article  "Superconductors  run 
into  resistance"  (Science  &  Technol- 
ogy, Apr.  12)  was  incomplete  and  far 
too  pessimistic. 


Illinois  Superconductor  is  developing 
in  partnership  with  AT&T  and  Ameri- 
tech  Mobile  Services,  among  others, 
with  partial  financial  support  from  the 
U.  S.  Commerce  Dept.'s  Advanced  Tech- 
nology Program,  new  products  based  on 
high-temperature  superconductors  that 
would  greatly  improve  the  quality  and 
capacity  of  wireless  systems  such  as  cel- 
lular telephones. 

The  picture  you  published  showed  me 
holding  a  prototype  of  a  superconducting 
cellular-telephone  product,  but  it  was 
not  identified  as  such  in  the  caption. 

Ora  E.  Smith 
President  &  CEO 
Illinois  Superconductor  Corp. 

Evanston,  111. 

A&W  AND 

WALL  STREET  

Your  story,  "A&w's  summer  plans: 
Hitting  the  warpath"  (The  Corpora- 
tion, Apr.  12),  was  a  balanced,  informa- 
tive piece. 

However,  the  fourth  paragraph  of  the 
story  quotes  A&w  Chairman  Lou  Low- 
enkron  as  saying:  "What  do  they  know?" 
in  response  to  Wall  Street  concerns 
about  A&W.  Mr.  Lowenkron  does  not  re- 
call making  that  statement  or  implying 
that  sentiment. 

Your  readers  might  believe  that  A&w 
is  unresponsive  to  concerns  among  inves- 
tors or  security  analysts.  That  has  nev- 
er been  our  policy. 

We  pride  ourselves  on  active,  informa- 
tive interchange  with  the  investment 
community  that  fully  responds  to  analyst 
and  shareholder  questions. 

Ernest  J.  Cavallo 
Executive  Vice-President 
A&w  Brands  Inc. 
White  Plains,  N.Y. 

XUTTNER  S  IMPERFECT  TAKE 

OH  IMPERFECT  MARKETS  

Referring  to  "This  just  might  be  the 
dream  team  of  economics"  (Economic 
Viewpoint,  Apr.  5),  Robert  Kuttner 
seems  confused  on  the  subject  of  im- 
perfect markets.  To  achieve  growth,  it  is 
vital  that  businesses  have  a  right  to  fail, 
not  just  succeed.  You  make  a  mistake, 
you  move  on.  When  the  government 
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UNCONVENTIONAL  WISDOM 

They're  The  Mclaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious.  ( clockwise  from  left )  Jack  Germond,  Clarence  Page, 
John  McLaughlin,  Eleanor  Gift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 


The  McLaughlin  Group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


LOANS 


"Remember  me?  Two  weeks  ago  you  gave  me  a  loan  for  $10,000. 
I've  been  having  a  ball  and  I'd  like  to  do  it  again." 

Those  of  us  living  in  the  real  world  need  to  be  prudent  investors,  comfort- 
able with  how  our  money  is  working  for  us. 

The  Berger  100  Fund  for  long-term  growth  and  the  Berger  101  Fund 
for  growth  and  income  have  both  achieved  impressive  records  for  over  18 
years  and  are  worth  consideration  for  your  portfolio.  For  the  investment 
philosophy  behind  these  funds,  please  call  for  a  prospectus  and  study  it 
carefully  before  investing. 

Berger  Associates,  Inc.  •  (800)  333-1001 


ea 

CORRECTIONS  &  CLARIFICATIONS 

"Superconductors  run  into  resistance 
(Science  &  Technology,  Apr.  12)  incoi 
rectly  stated  the  cumulative  losses  (j 
American  Superconductor  Corp.  as  ( 
Dec.  31,  1992.  The  correct  figure 
approximately  $11.4  million. 


makes  a  mistake,  it  never  goes  aws! 

Scott  C.  Johnst1 
Hong  Koj 

RETIREES  GET  A  TASTE  OF 

SOCIAL  INSECURITY  | 

Referring  to  "From  New  Deal  to  rJ 
deal"  (Economics,  Apr.  5),  my  w 
and  I  are  a  retired  middle-middle-cld 
couple,  neither  low-income  nor  affluej 
Changing  the  level  of  taxation  of  Socj 
Security  benefits  to  85%,  as  Clint! 
wants  to  do,  will  increase  our  fedej 
income  tax  by  20.66%. 

Clinton  promised  during  the  campau 
not  to  raise  taxes  on  the  middle  cla 
Now  the  postelection  plan  calls  for  so] 
ing  retired  middle-middle-class  peopl] 

Verne  Gra 
Austin,  T& 

When  I  retired  I  did  so  after  call 
lating  what  my  income  would  :j 
Had  I  known  what  the  future  held  J 
garding  taxation  of  Social  Security  I 
come,  I  would  not  have  retired.  Manyj 
us  are  now  considering  reentry  into  t] 
work  force. 

J.  M.  Hobelrr] 
Housll 

MAYBE  STUDENT  LOANS  AIN'T 
BROKE,  BUT  STUDENTS  ARE  j 

Regarding  Dean  Foust's  comments! 
"Student  loans  ain't  broke.  Don't  I 
'em"  (Finance,  Apr.  5),  my  two  childrl 
who  were  able  to  get  into  Vassar  ;I 
Earlham  despite  going  to  inner-cl 
schools,  currently  have  between  $10,(1 
and  $12,000  in  debt  through  guarantJ 
student  loans  and  national  direct  si 
dent  loans.  They  would  pay  no  higll 
interest  on  a  car  loan  than  on  thJ 
loans. 

I  think  the  situation  is  scandalol 
The  government  is  not  supporting  <1 
children  or  our  educational  system.  M 
ucation  loans  ought  to  be  a  lot  less  bl 
densome. 

Jane  C.  Murplfl 
Detl 


Letters  to  the  Editor  should  be  sent  to  Readers  Red 
Business  Week,  1221  Avenue  of  the  Americas,  N 
York,  N  Y  10020  Fax  (212)  512-4464.  All  lei 
must  include  an  address  and  daytime  and  evening* 
phone  numbers  We  reserve  the  right  to  edit  letter^ 
clarity  and  space 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  images 
ectly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  make 
it  minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  award- 
ing color  film  recorder  technology,  call  BBSMIl  CallO  'Aej3  aPMs  3LP  >pauc  cn  aaBjo^  3,uop  'un  lpu\/ 


THE  POLAROID 
35mm  SLIDE  PRINTER 


[ 


J'\th  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows,  DOS  or  Macintosh  graphics  to  slide  film  in  minutes. 


Polaroid 
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Qust  when  -on  were  beginning  to  understand  the  old  definition  of  networking,  there's  a  new  onj 
In  a  world  whe  e  lots  of  vendors  have  figured  out  how  to  network  their  own  products,  only  Nov< 
has  spent  the  last  twelve  years  uniting  products  from  different  vendors  into  one  seamless  informati|  | 


1 


>tem... from  desktops  to  data  centers.  The  difference?  With  NetWare,  networking  means  choosing 
I  hardware  and  applications  you  want.  Period.  Chalk  it  up  to  yet  another  change  for  the  better. 
NOV  ELL.       The  Past,  Present,  and  Future  of  Network  Computing.    ►    isoo  554  4446 
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BLOOD  &  WINE:  THE  UNAUTHORIZED  STORY  OF  THE  GALLO  WINE  EMPIRE 

By  Ellen  Hawkes 

Simon  &  Schuster  •  464pp  •  $25 

DAYS  OF  WINE 
AND  NEUROSIS 

bought  vineyards,  he  worked  Ernest  aiM 
Julio  like  dogs,  beating  them  regularljJ 
Eventually,  the  parents  died  in  an  appaij 
ent  murder-suicide. 

This  hellish  history  indelibly  markef 
the  sons.  Ernest  vowed  early  to  siij 
ceed  at  all  costs,  and  as  an  adulll 
Hawkes  writes,  he  rules  by  humiliatiol 
and  fear.  He  handles  business  and  mall 
keting  while  Julio,  two  years  voungal 
has  responsibility  for  the  vineyards  anl 
wine-making.  Hawkes  depicts  Julio  sf 
weak  and  perpetually  cowed  by  ErnesA 

Hawkes  delved  into  all  this  because  a 
a  1986  suit  the  two  brought  against  a* 
other  brother,  Joseph  Gallo  Jr.  The- 
wanted  him  to  stop  marketing  "Josed  1 
Gallo  Cheese,"  which  they  alleged  was] 
poor  quality  and  a  threat  to  their  bral 
image.  Hawkes  suggests  that  Erne)! 
and  Julio  had  long  resented  Joe,  wn 
because  he  was  a  decade  younger,  hi? 
been  spared  the  work  and  abuse  the! 1 
father  had  lathered  on  them. 

In  preparing  Joe  Jr.'s  defense,  his  a 
torneys  uncovered  documents  that  ccj  s 
vinced  them  Ernest  and  Julio  had  rj 
frauded  him  of  his  rightful  inheritance  <  I 
one-third  of  the  winery.  Among  the  mo 
serious  charges:  that  Joe  Jr.  had  new  l 
signed— or  even   seen— a  settlemei- 

■■  rnest  and  Julio  Gallo,  w  ho  produce 
roughly  one  in  tour  bottles  of  wine 
Hi  sold  in  the  U.S..  have  spent  hun- 
dreds of  millions  promoting  brands  such 
as  Bartles  &  Jaymes,  Andre  Cham- 
pagne, and,  recently,  upscale  varietals. 
But  when  it  comes  to  public  relations, 
they  have  long  made  it  clear  that  they 
have  no  interest  in  giving  interviews— or 
even  in  helping  with  simple  fact-check- 
ing. The  Gallos'  fortresslike  complex  in 
Modesto,  Calif.,  has  no  identifying  sign 
and  offers  no  tours  or  public  tastings. 

Industry  insiders  generally  blame  the 
company's  siege  mentality  on  corporate 
mastermind  Ernest  Gallo's  loathing  of 
most  outsiders,  as  well  as  his  desire  to 
control  his  family's  business  and  reputa- 
tion. In  addition,  a  hefty  share  of  Gallo's 
sales  come  from  cheap  "street"  wines, 
such  as  Thunderbird,  whose  buyers  aren't 

swayed  by  glowing  mentions  in  the  press. 

Now  comes  Ellen  Hawkes's  Blood  & 
Wine:  The  Unauthorized  Story  of  the  Gal- 
lo  Wine  Empire.  A  past  that  Ernest,  85, 
tried  to  bury,  even  rewrite,  has  been 
exhumed  in  intriguing  and  malodorous 
detail.  The  family  history  Hawkes  traces 
is  laced  with  larceny,  fraud,  wife-  and 
child-beating,  even  murder.  That  past,  in 
her  portrayal,  made  Ernest  a  vindictive 
control-freak  who  built  an  empire  but 
whose  cant  of  "family  comes  first"  rings 
hollow.  The  company  says  it  considers 
that  portrayal  beneath  comment. 

Hawkes  reports  that  during  Prohibi- 
tion, the  Gallos'  father.  Joseph,  was  a 
bootlegger  with  his  brother  Mike.  The 
two  abused  their  wives  and  often  ran 
afoul  of  the  law,  she  writes.  Joe  Sr..  a 
heavy  drinker,  failed  at  several  busi- 
nesses and  ran  an  illegal  still.  After  he 

merit  supposedly  ex- 
:d  when  he  was  a 
*  man.  While  Ernest 
fulio  have  long  said 
inherited  just  $5,900 
earned  wine-making 
a  pamphlet,  Hawkes 

documents  show 
inherited  an  estate 
an  operating  wine 
ess  worth  close  to 
m  in  1933. 
imately,  Joe  Jr.  lost 
rademark  suit,  and 
ourt  decreed  there 
10  basis  for  his  eoun- 
iim.  Hawkes's  effort 
tint  this  seemingly 
neaning  but  simple 
as  a  tragic  victim 
but  that  doesn't  derail  her  book. 
&  Wines  frankly  sensational  value 
chronicling  of  a  fascinating  family 
prise  where,  as  Joe's  son  Mike  puts 
line  is  thicker  than  blood." 
rtainly  this  is  an  unlikely  text  for 
1-be  wine  titans.  In  Hawkes's  tell- 
i  pervasive  attitude  of  "Do  any- 

it  takes  to  accomplish  the  Gallo 
was  no  small  part  of  the  winery's 
3S.  To  launch  ThunderbiroV,  a  wince- 
cing  blend  of  wine  and  lemon  juice, 
et  preparation  included  strewing 


■  n  Hawkes 's  tale,  a 
brutal  family  history 
upstages  the  Gallo 
family's  business 
accomplishments 


BLOOD 

Swin 


iLLEN 


empties  in  skid  row  gutters.  And  un- 
named former  employees  told  Hawkes 
that  they  carried  spritzers  of  oil  into 
stores  and  sprayed  rivals'  bottles  so  they 
would  collect  dust  and  look  unpopular. 
They  would  pierce  the  tops  so  air  would 
enter  and  ruin  the  wine,  even  stuff  in 
cigarette  butts  or  mouse  feces.  But, 
writes  Hawkes:  "Whether  Ernest  knew 
about  these  practices  is  unclear." 

If  Hawkes's  assessment  of  Ernest's 
sons  is  even  half  right,  this  dynasty's 
days  may  be  numbered.  She  says  the 


elder,  David,  is  eccentric, 
famous  for  sliding  paper 
clips  under  his  eyelids 
and  spilling  food  and 
drink  on  himself,  while 
Joey  has  been  publicly 
ridiculed  by  his  father  for 
years. 

The  winery  has  issued 
an  indignant  dismissal  of 
Hawkes's  "lengthy  re- 
hash" of  Joe  Jr.'s  failed 
claim  on  the  winery  and 
calls  her  portrait  of  the 
Gallo  family  "so  obviously 
contemptible  and  despi- 
cable as  not  to  merit  any 
comment."  But  Hawkes 
bolsters  her  account  with 
53  pages  of  detailed  notes 
on  her  sources,  which  include  a  remark- 
able number  of  on-the-record  interviews. 

One  interesting  tidbit  from  the  trial: 
The  Gallos  can't  seem  to  shake  their 
"street"  image.  Despite  $70  million  in 
promotion,  their  varietals  haven't  been 
successful.  After  reading  this  book,  you 
won't  feel  sorry  for  them.  Hawkes  notes 
that  even  as  the  brothers  became  multi- 
millionaires, their  Uncle  Mike  spent  his 
last  years  destitute,  in  a  rusted-out  trail- 
er. She  quotes  a  Gallo  executive  who 
was  charged  with  visiting  him  regularly 


PERSONAL  COMMUNICATIONS  SYSTEMS 


Stay  Tied  To  The  World 
Without  Being  Tied  To  Your  Desk. 
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Imagine  the  freedom  to  make  and  receive  calls  from  anywhere,  at  any  time,  using  a  wireless, 
pocket-size  phone.  Making  your  business  more  responsive.  More  efficient.  More  competitive. 
This  is  personal  communications.  A  world  of  total  accessibility  and  flexibility. 
At  Northern  Telecom,  we're  already  delivering  these  solutions  to  many  parts  ol  the  globe 
And  they  will  radically  improve  the  way  you  do  business. 

Northern  Telecom.  Discovering  and  delivering  the  best  solutions 
in  voice,  video  &  data  communications  systems  worldwide. 
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Children  have  become  so  sophisticated. 
Today's  five-year-olds  always  want  the  next 
big  thing— and  it  always  has  to  be  more 
and  more  complicated.  They  come  along 
and  they  say,  "I  gotta  have."  "If  I  don't  get,  I 
will  die!'  They  are  our  salespeople  and  their 
grandparents  are  our  best  customers. 


about  how  they  grow  up  and  what  they  play 
with.  I  think  that's  terrific.  It  makes  for  one 
world. 

I  love  to  visit  our  stores  and  listen  to  our 
customers— just  to  find  out  what  they  want. 
I  was  on  a  trip  last  week  and  I  probably 
spent  $50  out  of  my  pocket.  That's  because 


Five-year  olds  make 
ruthl  ss  custo  ers. 

J5 


They  can  refuse  their  child  anything  — they 
can  refuse  a  grandchild  nothing. 

We  now  sell  virtually  the  same  toys  all 
over  the  world.  So  it  stands  to  reason,  if  all 

these  kids  are  playing  with  the  same  toys, 
how  could  they  ever  possibly  fight  with 
each  other?  There's  a  common  thread 


everything  works  with  the  American  Express® 
Card.  Hotels,  restaurants,  car  rentals— 
they  all  accept  the  Card.  So  I  don't  have  to 
walk  around  with  much  money  in  my 
pocket.  And  it's  a  great  record  of  my  trip. 

Charles  Lazarus 
C.E.O.  &  Founder,  Toys  "H"  Us 


Zero  in  on 
the  top  1,000 
prospects 

in  your  area. 


Mt  s  all  here  on  one  Business  Week 
Lead-Finder  "'diskette.  The  sales 
lead  information  you  need  on  the 
1  .(KM)  largest  companies  in 
your  metro  area: 


Company  name 
Address 

Type  of  business 
Sales  ranges 
Employee  ranges 
Phone  number 
Contact  name 
(where  available) 


The  Business  W  eek  Lead-Finder  program  is 
compiled  by  Database  America  —  a  leader  in 
the  field  of  business  lists  —  with  selected 
segments  researched  and  verified  by 
Standard  &  Poor's. 

The  program  is  available  for  each  of  the  300 
U.S.  major  metropolitan  areas.  Customized 
versions  are  available  as  well. 


At  the  touch  of  a  key 
you  can: 

•  Rank  and 
sort  companies 
•  Print  reports 
and  mailing  labels 
•  Download  into 

your  own  database 
management  or 
word  processing 
system. 


Targeting  your  best 
prospects  has  never 


been  faster,  easier  or 
more  affordable. 


In  fact,  the  standard  Business  Week  Lead-Finder 
diskette  costs  only  $149.00  U.S.  dollars. 


For  ordering  information  call 
1-800-545-0411. 


BusinessWeek  I//////////////////! 


Lead-Finder 


P.O.  Box  518.  Dept.  100.  Montvale,  NJ  07645-0518  FAX:  201-476-2419 


supplying  him  with  cases  of  wine— in 
kes's  opinion,  to  keep  him  quiet  and 
)f  sight.  After  this  book,  that  looks 
jne  insurance  policy  that  backfired. 

BY  JOAN  O'C.  HAMILTON 
impendent  Hamilton  reports  from  San 
cisco. 


BRIEFS  HHMBI 

kNT  MANAGEMENT 

irol  Kennedy 

ow  «201pp  «$15 


IDE  TO  THE  GURUS 


i  dmit  it:  You  never  actually  read 
k  Alfred  D.  Chandler's  Strategy 
m.and  Structure.  (0.  K.,  neither  did 
ichael  Porter's  The  Competitive  Ad- 
vge  of  Nations  looks  terrific  on  the 
shelf  (it  does  on  mine),  but  given  a 
e  between  tackling  those  somewhat 
rous  855  pages  and  switching  on 
■all  game,  you  lunge  for  the  remote, 
e  world  suffers  far  too  many  long, 
zingly  dull  management  tomes.  Yet 
d  in  some  are  startling  ideas,  radi- 
isights,  maybe  even  the  strategy 
;ould  forever  alter  how  you  do  busi- 

That's  why  Instant  Management: 
lest  Ideas  from  the  People  Wlw  Have 
j  a  Difference  in  How  We  Manage 

have  been  the  most  useful  busi- 
book  ever. 

itish  academic  Carol  Kennedy  tries 
still  the  jargon,  needless  detail,  and 
ling  prose  of  34  management  gu- 
lown  to  201  pages  of  painless  pith, 
dler's  epic  studies  of  corporations  in 
J.S.  through  1920  fill  just  over  three 
3;  Porter,  currently  more  fashion- 
rates  five.  It's  Reader's  Digest 
s  Harvard  Business  Review. 
ifortunately,  Kennedy's  condensa- 
are  adequate  but  shallow.  There's 
analysis,  perspective,  or  context 
ing  W.  Edwards  Deming,  Max  We- 
ind  Robert  H.  Waterman  Jr.  to  life, 
the  author's  own  writing  is  pretty 
.  Had  the  book  been  double  in 
it  might  have  been  more  worth - 
•.  Kennedy  could  have  introduced 
case  studies  that  lend  substance  to 
urus'  theories,  added  insights,  even 
snged  a  premise  or  two.  As  it  is, 
ly  listing  the  45  one-line  precepts 
sprang  from  Tom  Peters'  Thriving 
shaos  does  neither  Peters  nor 
ledy's  readers  justice. 
;nnedy  does  include  a  nifty  glos- 
explaining  such  mysterious  techno- 
lage  as  "adhocracy"  and  "Theory 
nd  tries  to  provide  some  historical 
;xt.  Thanks  to  these  features,  In- 
Management  may  facilitate  some 
Iroom  bluffing,  but  not  much  more. 

BY  KEITH  HAMMONDS 


"How  Can  I 
Prepare  For 

Higher  Tax  Rates? 


For  California  residents,  todays  taxes  can  claim  over  a  third  of 
everything  you  earn  -  including  investment  income.  Now  may 
be  the  time  to  consider  the  fundamental  advantage  of  tax-free 
investing.  And  Fidelity  has  created  an  entire  line  of  tax-free  funds 
to  help  you  pay  less  tax  and  keep  more  of  what  you  earn. 

Choose  an  insured 
bond  fund  for 
added  safety. 

Fidelity  California  Tax-Free 
Insured  Portfolio  is  designed  to  offer  high  current 
income  free  from  federal  and  state  income  taxes.  The 
fund  seeks  to  reduce  credit 
risk  by  investing  primarily  in 
long-term  California  munic- 
ipal bonds  that  are  insured 
to  guarantee  the  timely 
payment  of  principal  and 
interest.1  Yield,  share  price 
and  return  will  vary.  (Mini- 
mum investment:  $2,500.) 

Let  Fidelity  show  you  how  to  benefit 

from  tax-free  investing.  Call  for  a  free  fact  kit  which 
includes  a  prospectus  with  more  complete  informa- 
tion including  management  fees  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  California  Tax- 
Free  Insured  Portfolio 


8.24°° 

Tax-equivalent  Yield* 


5.06* 

Current  Yield* 


Fidelity 


investments® 
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*30-day  yield  as  of  4/2/93.  It.Uf      J>9U    and!  ■  I  U    were  the  average  annual 
returns  for  1-year,  5-year,  and  life  of  fund  (commencement  of  operation  l)/lX/8<>)  periods  ended  3/31/93- 
The  tax-equivalent  yield  is  based  on  the  highest  1993  combined  effective  federal  and  state  income  tax  rate  of 
38.59%.  if  Fidelity  had  not  voluntarily  reimbursed  hind  expenses,  the  yield  and  tax-equivalent  yield  would 
have  been  4.75%  and  7.73%,  respectively,  and  total  returns  would  have  been  lower.  Expense  reimbursements 
may  be  revised  at  any  time,  at  which  time  the  fund's  yield  and  return  will  go  down.  Performance  figures  are 
historical  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares  'The  portfolio's  shares  are  neither 
guaranteed  or  insured.  No  guarantee  can  be  made  as  to  an  insurer's  ability  to  meet  its  commitment  Fidelity 
Distributors  Corporation.  CODE:  BW/SCL/050393 
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conomic  Viewpoint 


FLYING  IN  THE  FACE  OF  REASON: 
WHY  THE  SKIES  NEED  REREGULATING 


BY  ROBERT  KUTTNER 


The  system  today 
oscillates  between 
ruinous  competition, 
price-gouging,  and 
selective  deep 
discounts.  It  should 
be  ditched 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


■  t  is  time  to  reregulate  the  airlines.  But  the 

■  ( 'linton  Administration,  with  the  best  of  in- 
H  tentions,  could  actually  make  tilings  worse  by 
pursuing  the  fantasy  of  purer  competition. 

Airline  deregulation  was  supposed  to  bring 
more  consumer  choice,  more  price  competi- 
tion, and  lower  fares.  At  first,  dozens  of  new 
airlines  entered  markets,  forcing  down  prices. 
But  the  established  carriers  responded  by  se- 
lectively undercutting  cheap  fares,  setting  up 
"fortress  hubs,"  and  forcing  the  upstarts  out  of 
business.  The  airlines  also  used  computerized 
reservation  systems  to  complicate  fare  struc- 
tures mercilessly.  Today's  airline  cartel  uses 
the  same  predatory  practices  that  the  rail- 
roads used  in  the  last  century. 

But  despite  all  the  manipulation,  this  is  a 
cartel  that  can't  shoot  straight.  Last  year,  not- 
withstanding tacit  collusion,  predation,  goug- 
ing, cheaper  fuel,  and  declining  labor  costs, 
the  airlines  collectively  lost  $7  billion— their 
third  straight  money-losing  year.  Airline  bonds 
have  been  downgraded  to  junk.  Service  is 
eroding.  Hundreds  of  jetliners  have  been  moth- 
balled,  and  the  slack  demand  for  new  planes 
has  in  turn  created  a  recession  in  aircraft 
production. 

The  system  today  oscillates  between  rui- 
nous competition,  opportunistic  overcharging, 
and  selective  deep  discounts.  Over  time,  the 
fuel-adjusted  cost  of  air  travel  actually  de- 
clined faster  under  regulation. 
FARE  MARKET  value.  I  often  fly  between  Bos- 
ton and  Washington.  No  matter  how  far  in 
advance  I  book,  the  fare  is  $662.50  coach 
round-trip,  and  identical  on  all  airlines.  Howev- 
er, if  I  were  flying  f°r  a  corporation  that  buys 
tickets  in  bulk,  the  fare  would  be  about  $300. 
And— fasten  your  seatbelt— if  I  were  flying  as 
a  federal  bureaucrat,  the  fare  would  be  just 
$140  round-trip.  The  government  has  nego- 
tiated a  bulk  contract  with  Northwest  Air- 
lines Inc.  that  provides  cut-rate  prices  for  fed- 
eral officials.  In  effect,  private  air  travelers 
subsidize  government  travel. 

The  reason  the  airlines  can  charge  me 
$662.50  for  a  short  flight  is  because  takeoff 
and  landing  slots  are  restricted  in  the  busy 
Northeast  corridor,  artificially  limiting  com- 
petition. But  at  that  price,  fewer  people  fly.  So 
the  airlines  then  try  to  fill  up  the  seats  by  fly- 
ing bureaucrats  at  steep  discount.  If  fares 
were  regulated,  with  one  basic  coach  price 
and  perhaps  a  modest  discount  for  advance 
purchases,  the  airlines  could  fly  you,  predict- 
ably, between  Boston  and  Washington  for  well 
under  $300  round-trip  and  make  money. 

Evidently,  despite  the  mistaken  theories  of 
the  deregulators,  a  highly  capital-intensive  in- 
dustry with  a  standard  product,  such  as  air- 


lines, cannot  stand  pure  price-competitio 
for  all  the  profits  would  soon  be  compe1 
away.  Airlines  dwell  not  in  an  Adam  Sir 
world  but  in  a  world  more  reminiscent 
economist  Joseph  Schumpeter's  model  in  wl 
"efficiency"  depends  more  on  technical  advj 
es  than  on  price  wars.  Technical  advance 
better  airplanes— in  turn  require  deep  pock 
and  deep  pockets  require  predictability. 
blowing  in  the  wind.  Transportation  Se< 
tary  Federico  F.  Pena  recently  announce 
commission  to  study  the  airline  and  aircraft 
dustries.  But  will  this  commission  still  fly 
the  old  dogmas  and  try  to  purify  deregulati 
Two  straws  in  the  wind  are  the  recent  re: 
rection  of  antitrust  enforcement  (a  decade 
late,  but  never  mind)  and  the  conditional 
proval  of  usAir  Inc.'s  proposed  joint  operat 
deal  with  British  Air  PLC. 

Last  year,  an  upstart  airline  called  R 
Air  Inc.  (no  relation  to  the  Attorney  Gene 
began  flying  to  seven  cities  out  West,  us 
leased  planes.  Northwest,  following  more  t 
a  decade's  standard  tactics,  began  selecth 
underpricing  seats  on  the  same  routes, 
haps  Reno's  name  caught  the  Justice  Dej 
attention.  The  antitrust  division  warned  No 
west  that  it  was  courting  trouble.  Norths 
took  the  hint. 

Allowing  upstarts  back  in  will  restore  s( 
temporary  bargains,  but  in  the  long  ru: 
will  create  a  more  fragmented  and  money 
ing  industry.  To  compensate,  Northwest 
probably  jack  up  my  Washington  fare 
$1,000— and  I  will  stay  home  or  take  Amt 
The  Administration  also  thinks  it  can  incn 
competition  by  allowing  foreign  carriers 
domestic  U.  S.  markets,  if  U.  S.  carriers 
get  greater  access  overseas.  Most  of  th 
carriers,  however,  are  subsidized.  And 
proliferation  of  airlines  flying  domestic 
would  only  add  to  the  ruinous  cycle  of  pi 
cutting,  gouging,  and  bankruptcy. 

Instead,  we  should  reregulate.  The  si 
computers  that  let  airlines  manipulate  h 
would  allow  regulators  a  much  more  nuar 
brand  of  regulation.  Discriminatory  pri< 
should  be  prohibited.  While  regulation  she 
not  dictate  prices,  it  could  establish  "zone 
reasonableness,"  requiring  fares  to  roughly 
fleet  distances  and  costs.  This  would  give 
lines  flexibility  to  compete  on  price  wii 
limits  and  give  the  traveler  greater  predict 
ity.  The  airlines  would  be  assured  a  model 
return,  the  most  efficient  carriers  would  ei 
the  greatest  profits,  and  aircraft  mak 
whose  products  are  the  real  source  of  che< 
air  travel  over  time,  would  again  be  abl 
sell  planes.  The  deregulators  should  ac 
that  their  experiment  went  down  in  flam* 
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ECONOMIC  VIEV 


you   don't   have  to 


scream  to  get  a  point 
across,  you  don't  have 
to  shout  to  be  heard, 
when  you  have  a  shoe 
this  beautifully  crafted 
you  can  just  sit  back. 
relax,  and  the  point 
will  be  made,  the  luca, 
btly  woven  state- 
t  for  men. 


Presenting  The  World's 


Jeep.  Grand  Cherokee  LimitE 

It  would  be  difficult,  if  n<> 
impossible,  to  write  an  ad  aboi 
Jeep  Grand  Cherokee  Limited 
without  discussing  its  remarkai 
strength  and  capability. 

After  all,  Grand  Cherokee  m 
has  an  available  5.2  litre  220  ho:- 
power  V8  and  an  advanced  Quae 
Tracs  four-wheel  drive  system, 


53 


4x4Wlth  A  Soft  Spot, 


•sides,  this  is  a  JeepK 
liking  about. 
,  rather  than  belabor 
ous  benefits,  we'd  like 
our  attention  instead  to 
Cherokee's  one  and  only 
t:  a  driver's  side  air  bag. 
\t  Jeep,  we  believe  that 
>afety  is  just  as  important 
as  brute  strength  and 


durability.  That's  why  we  made 
Grand  Cherokee  the  only  sport 
utility  in  the  world  with  a  stan- 
dard driver's  side  air  bag.  And 
why  four-wheel  anti-lock  brakes 
are  also  standard. 

And  because  safety  includes 
peace  of  mind,  Grand  Cherokee 
comes  with  Chrysler's  Owner's 
Choice  Protection  Plan? 


For  further  information  or 
to  locate  a  dealer  near  you,  call 
1-800-JEEP-EAGLE. 

Jeep  Grand  Cherokee  Limited. 
It's  tough  when  you  want  it  to  be. 
And  soft  when  you  least  expect  it. 


There's  Only  One  Jeep! 

A  Division  of  the  Chrysler  Corporation. 


Jeep 


t 


d  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety. 
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conomic  Trends 


BY  GENE  KORETZ 


NEW  NUMBERS  ARE 
BRIGHTENING  THE 
EMPLOYMENT  OUTLOOK 


One  of  the  most  distressing  and  curi- 
ous aspects  of  the  current  recov- 
ery has  been  the  lack  of  job  growth. 
Since  the  recession  ended,  for  example, 
the  economy  has  generated  less  than  a 
million  jobs,  compared  with  an  average 
of  about  8  million  in  the  first  two  years 
of  prior  recoveries.  This  lackluster 
record  seems  particularly  puzzling  in 
light  of  the  economy's  surge  in  the  sec- 
ond half  of  last  year,  when  much  of  the 
growth  was  attributed  to  a  surprisingly 
large  increase  in  productivity. 

One  possible  explanation  of  the  seem- 
ing lack  of  job  creation,  says  economist 
Mark  Zandi  of  Regional  Financial  Asso- 
ciates Inc.,  is  that  the  government's 
monthly  employment  reports  have  been 
understating  job  gains.  And  in  his  read- 
ing of  the  statistical  tea  leaves,  there's  a 
strong  chance  that  the  Bureau  of  Labor 
Statistics  will  significantly  raise  its  em- 
ployment estimates  for  the  past  year 
when  it  issues  its  annual  benchmark  re- 
vision of  payroll  employment  in  June. 
The  reason  is  a  recent  revision  of 


JOB  GROWTH: 
MORE  ZIP  THAN  REPORTED 


DMA  BUREAU  Of  LABOR  STATISTICS 


state  payroll  employment  estimates  re- 
leased by  the  BLS.  During  the  year,  the 
P.l.s'  individual  state  offices  issue  their 
own  monthly  payroll  employment  num- 
bers, which  don't  always  jibe  with  the 
national  total  even  though  they  are 
drawn  from  the  same  survey  data. 
Eventually,  however,  both  the  state  and 
national  numbers  are  revised  to  reflect 
more  comprehensive  data  based  on  pay- 
roll tax  records.  This  has  now  been  done 
for  the  state  numbers,  notes  Zandi,  and 
the  result  is  that  the  aggregate  state 


estimates,  which  had  been  running 
below  the  national  numbers,  are  now 
appreciably  above  i  hem  (chart  i. 

Since  June's  benchmark  revision  of 
the  national  numbers  will  bring  them 
into  line  with  the  state  counts,  Zandi 
expects  job  growth  for  1992  to  be  raised 
by  300,000  jobs.  And  if  the  January, 
1993,  estimate  is  added  to  the  tally,  he 
says,  "the  upward  revision  could  exceed 
650,000— raising  12-month  job  growth 
through  January  from  0.7%  to  over  1%. 

None  of  this  means  that  labor  market 
conditions  are  good.  "A  higher  employ- 
ment trajectory  helps  explain  the  econ- 
omy's strength  in  the  second  half  of  the 
year,"  says  Zandi,  "but  expected  revi- 
sions will  still  leave  job  gains  far  below 
their  normal  cyclical  increase."  Although 
the  state  numbers  suggest  that  hiring  is 
picking  up  some  steam,  he  sees  "few 
signs  yet"  that  it  will  regain  its  tradi- 
tional vigor  anytime  soon. 


FOR  VIETNAM, 
IT'S  A  GOOD 
MORNING  INDEED 


Even  without  U.  S.  participation,  for- 
eign investment,  combined  with  do- 
mestic economic  reforms,  promises  to 
transform  Vietnam  into  Asia's  new  tiger, 
reports  economist  William  P.  Sterling  of 
Merrill  Lynch  &  Co.  Agricultural  re- 
forms have  already  turned  the  nation 
from  a  net  importer  of  rice  to  the 
world's  third-largest  exporter.  Although 
inflation  soared  at  a  700%  annual  rate 
after  the  collapse  of  Vietnamese-Soviet 
trade  a  few  years  ago,  the  government 
has  reduced  it  to  a  17%  pace,  and  it  has 
stabilized  the  currency  by  clamping 
down  on  credit  and  allowing  the  U.  S. 
dollar  to  circulate  freely  as  an  alterna- 
tive currency. 

As  a  result  of  such  efforts  and  do- 
mestic-compensation rates  that  average 
$12  to  $13  a  month  for  nonskilled  work- 
ers, capital  inflows  from  Australia,  Hong 
Kong,  and  Taiwan  have  taken  off.  Last 
year  Vietnam  achieved  its  first-ever  cur- 
rent-account surplus,  and  plans  are 
under  way  to  set  up  a  domestic  stock 
market  later  this  year. 

With  economic  growth  exceeding  8% 
in  1992  and  headed  even  higher  this 
year,  says  Sterling,  Vietnam  is  already 
capitalizing  on  its  natural  advantages— 
"high  population  growth,  low  labor  costs, 
and  an  entrepreneurial  culture  that  ap- 
parently was  not  smothered  by  commu- 
nism." And  once  the  U.  S.  embargo  is 
lilted— possibly  later  this  year— Vietnam's 
enhanced  ability  to  secure  foreign  in- 
vestment and  aid  funds  could  fuel  even 
more  explosive  growth. 


FOREIGN  BANKS  IN 
THE  U.S.  TIGHTEN 
THEIR  PURSE  STRINGS 


Business  lending  by  foreign  banks 
erating  in  the  U.  S.  appears  to  be 
the  wane,  observes  economist  Zwensk 
A.  Goy  of  First  Boston  Corp.  Such  lei 
ing,  she  notes,  grew  by  $29  billion 
1991  and  $8  billion  in  1992,  partly  offs 
ting  loan  declines  of  $52  billion  and  S 
billion  posted  by  U.  S.  banks.  But  in  1 
fourth  quarter  of  last  year,  busine 
loans  by  foreign  banks  in  the  U.  S.  ac 
ally  fell  for  the  first  time  in  nearly  thij 
years,  shrinking  by  $3  billion. 

The  slowdown  in  foreign  bank  lei 
ing,  says  economist  Marc  W.  Wans 
of  Morgan  Guaranty  Trust  Co.,  we; 
ens  the  argument  that  the  lack  of  cr< 
it  growth  is  due  to  a  lack  of  demand 
foreign  bank  branches  were  able  to  p 
strong  loan  growth  during  the  rec 
sion,  he  argues,  they  should  be  able 
do  at  least  as  well  today.  Instead,  rec 
sionary  problems  at  home  seem  to  be 
spiring  them  to  pull  in  their  horns 
development  that  could  "well  act  a 
drag  on  future  growth,"  even  as  dom 
tic  banks  start  to  expand. 


CLINTON'S  BUDGET 
GAP  MAY  BE  SMALLER 
THAN  HE  PREDICTS 


■  n  the  midst  of  Washington's  defi 
I  cutting  fervor,  says  economist  J( 
H.  Makin  at  the  American  Enterpi 
Institute,  "the  best-kept  secret  in  towi 
the  fact  that  this  fiscal  year's  fedc- 
budget  deficit  may  fall  to  $250  billi 
That's  far  below  the  $332  billion  clairi 
by  the  Clinton  Administration. 

Contributing  to  the  improved  bud 
tary  outlook,  says  Makin,  are  stron. 
growth  from  October,  1992,  through 
spring,  lower  interest  rates,  lower  un> 
ployment  rates,  and  smaller  tax  refui 
Economist  Lawrence  A.  Kudlow  at  B< 
Stearns  &  Co.,  who  also  thinks  a  $ 
billion  deficit  is  achievable,  points 
that  both  individual  and  corporate 
come  tax  receipts  in  fiscal  1993  are, 
more  than  11%  so  far,  while  net  fed< 
outlays,  excluding  bank  deposit  ir 
ranee,  have  increased  only  3.8% 

While  Kudlow  believes  the  econom, 
strong,  Makin  thinks  it  may  now< 
weakening.  Thus,  he  says,  if  signs  < 
slowdown  emerge  this  summer  and 
deficit  still  seems  to  be  shrinking,  the 
a  good  chance  that  "fake  spending  ( 
will  be  substituted  for  real  ones. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HAT  FIRST-QUARTER  SLOWDOWN 
IAS  FAR  FROM  A  STALL 


r 


EATHER  HAMMERS 
HOMEBUILDING 


MARTERIY  PERCENT  CHANGE 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


he  U.  S.  economy  is  about  to  get  its  first  comprehen- 
sive checkup  for  1993.  On  Apr.  29,  the  Commerce 
Dept.  will  issue  its  report  on  first-quarter  gross 
nestic  product.  The  number  is  unlikely  to  settle  the  cur- 
it  debate  over  the  economy's  health.  On  the  contrary,  it 
1  probably  spark  even  more  argument. 
3y  all  counts,  the  first-quarter  advance  in  real  GDP 
1  look  decidedly  subdued,  compared  with  annual  growth 
es  of  3.7%  and  4.7%,  respectively,  in  the  third  and 
rth  quarters  of  last  year.  Right  now,  economists'  expec- 
ions  generally  fall  in  the  range  of  2.1%  to  3.3%.  Based 
an  accounting  of  the  monthly  data,  growth  toward 
l  lower  end  of  that  range  seems  like  the  best  bet. 

An  examination  of  the  major 
components  of  GDP  is  likely  to 
reveal  the  following:  Consumer 
spending  and  business  invest- 
ment in  new  equipment  posted 
the  biggest  contributions  to  first- 
quarter  growth.  Consumer  buy- 
ing, however,  struggled  to  grow 
at  only  half  the  5.1%  annual  rate 
it  had  posted  in  the  fourth  quar- 
ter, and  business  outlays  for  new 
construction  appeared  to  dip 
jhtly,  partially  offsetting  the  solid  gain  in  equipment 
rchases. 

Despite  the  sharp  drop  in  housing  starts  for  the  quarter 
lart),  the  carry-through  from  home  construction  begun 
"lier  allowed  homebuilding  to  make  a  slightly  positive 
ltribution  to  first-quarter  GDP.  The  deficit  in  foreign 
ide  widened,  however,  reflecting  a  larger  drop  in  ex- 
Is  than  in  imports.  Also,  the  defense  build-down  contin- 
i  to  hold  back  growth  in  the  government  sector.  Final- 
inventories  appear  to  have  grown  a  bit  faster  than  they 
I  in  the  fourth  quarter. 

AN  UPTURN    Based  on  that  analysis,  first-quarter 

MAT'S  growth  looks  to  be  about  2%,  a  bit  below 

STEADY —  the  general  expectation.  If  so,  that  is 
BUT  SLOW  clearly  uninspiring.  But  it's  not  alarming, 
serially  taken  in  the  context  of  the  economy's  recent 
ick  record  and  the  battering  business  took  in  March 
»m  unusually  severe  weather.  Coming  on  the  heels  of 
i  strongest  two-quarter  advance  in  five  years,  the  first- 
arter  slowdown  is  far  from  a  stall. 
Of  course,  weather  and  other  special  factors  can  explain 
ly  part  of  the  slowdown.  The  fact  remains  that  the 
pansion's  first  two  years  have  been  the  weakest  of 


WHAT'S  LEADIHG 
FACTORY  OUTPUT 


any  postwar  upturn.  Think  of  the  first-quarter  slowdown 
as  an  adjustment  from  the  unsustainable  pace  in  last 
year's  fourth  quarter,  which  was  overstated  in  part  by 
post-hurricane  rebuilding  and  related  spending. 

Even  so,  the  economy's  four-quarter  growth  trend  con- 
tinues to  track  at  about  3%.  That's  not  great,  but  it's  good 
enough  to  create  jobs  at  a  slow  but  steady  pace,  just  as 
the  recent  firming  in  the  labor  markets  shows.  And  with 
that,  all  the  conditions  for  a  moderate  but  sustainable 
expansion  are  in  place. 

A  LOUDER  Despite  the  downshift  in  growth  last  quar- 
HUM  COMES  ter,  some  of  the  best  signs  of  the  recov- 
FROM  THE  ery's  durability  are  coming  from  the  in- 
FACTORIES  dustrial  sector.  The  recent  performance 
of  manufacturers  suggests  that  the  economy  is  forging 
ahead  on  the  momentum  it  picked  up  last  year. 

Weather  held  total  industrial  output  flat  in  March,  but 
that  followed  five  straight  healthy  advances.  In  addition, 
the  Federal  Reserve  revised  the  February  output  fig- 
ures significantly,  upping  the  increase  from  0.4%  to  0.6%. 

Utility  output  has  picked  up 
in  recent  quarters,  partly  in  re- 
sponse to  the  cold  winter.  But 
more  important,  the  pace  of  fac- 
tory production  is  accelerating. 
Despite  the  weather,  manufac- 
turers lifted  production  by  0.1% 
in  March.  Factory  output  grew 
at  an  annual  rate  of  7.1%  in  the 
first-quarter,  the  fastest  quarter- 
ly gain  in  VA  years.  And  the 
growing  backlog  of  unfilled  or- 
ders suggests  that  output  will  remain  on  an  upward 
course  this  spring. 

The  big  boost  to  industrial  production  has  been  business 
equipment.  Output  of  office  and  computing  machinery 
has  soared  by  32.4%  over  the  past  year,  compared  with  a 
4.5%  rise  for  all  manufacturing  (chart). 

The  push  to  increase  output  per  worker— along  with  a 
vicious  price  war  among  computer  makers— is  behind  the 
gangbuster  pace  of  high-tech  machinery  output.  The  pro- 
ductivity push  is  the  main  reason  that  spending  on  busi- 
ness equipment  was  a  big  contributor  to  economic  growth 
last  quarter.  And  capital-spending  plans  surveyed  by  the 
Commerce  Dept.  say  that  equipment  outlays  will  continue 
to  add  to  GDP  growth  this  year. 

Clearly,  the  motivation  for  manufacturers  to  buy  new 
equipment  does  not  come  from  capacity  constraints.  Oper- 
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MUCH  CAPACITY 
REMAINS  IDLE 
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ating  rates  for  all  industry  dipped  to  79.9%  in  March, 
down  from  80.1%  in  February.  For  factories,  the  rate 
slipped  to  79.1%,  from  79.2%.  Operating  rates  remain  be- 
low the  83%  figure  that  typically  presages  production 
bottlenecks  (chart).  But  that's  one  reason  why  pressure  on 
goods  prices  remains  largely  absent  from  the  outlook. 

Because  of  firming  demand, 
companies  also  feel  more  com- 
fortable about  restocking  their 
warehouses.  Inventories  in  man- 
ufacturing, wholesaling,  and  re- 
tailing rose  by  0.4%  in  Febru- 
ary, following  a  0.3%  increase  in 
January.  But  because  of  rising 
demand,  the  ratio  of  stocks  to 
sales  has  remained  at  1.46  for 
the  past  three  months.  That's 
the  lowest  level  in  10  years. 
The  growth  in  nonfarm  inventories  probably  didn't  add 
much  to  first-quarter  GDP,  but  gains  should  continue— 
and  even  accelerate— this  summer.  As  long  as  the  backlog 
of  unfilled  orders  keeps  rising,  manufacturers  especially 
will  feel  the  urge  to  add  to  their  stock  levels. 

HOUSING  Homebuilding  has  not  had  its  say  this 
WILL  THAW  year,  either.  Housing  starts  slipped  by 
OUT  THIS  4.6%  in  March,  to  an  annual  rate  of  1.13 
SPRING  million,  but  there's  nothing  wrong  with 
homebuilding  that  a  little  warm  weather  won't  cure.  The 
East  Coast  blizzard  disrupted  the  month's  activity,  as 
seen  in  the  27%  plunge  in  starts  in  the  Northeast  and  the 
14%  drop  in  the  North  Central  region. 

For  the  quarter,  housing  starts  dropped  6.5%  from  the 
fourth  quarter,  the  largest  decline  in  two  years— since 
the  depths  of  the  recession.  And  that  occurred  despite  the 
lowest  mortgage  rates  in  two  decades.  Weather  has  pre- 
vented those  low  rates  from  working  their  magic,  but 
that  should  happen  in  the  second  quarter  with  help  from 


firmer  labor  markets,  better  income  growth,  and  horr 
prices  that  still  have  not  risen  much. 

All  this  is  not  to  say  that  growth  in  1993  won't  have  i 
obstacles.  Despite  the  coming  gains  in  housing,  cons 
mer  spending,  and  investment  in  equipment  and  invent 
ry,  two  stumbling  blocks  remain:  foreign  trade  and  d 
fense.  After  plunging  6.4%  in  January,  exports  rose  on 
0.1%  in  February,  to  $37.2  billion.  And  imports  were  v 
just  0.2%  in  February.  As  a  result,  the  foreign-trade  d( 
icit  stood  at  $7.2  billion,  virtually  unchanged  from  January 

So  far  in  the  first  quarter,  the  inflation-adjusted  mi 
chandise  trade  gap  is  running  some  13.5%  wider  thij 
the  fourth-quarter  average  (chart).  At  that  pace,  net  e 
ports  of  goods  and  services  appear  to  have  knocked 
least  one-half  of  a  percentage  point  from  first-quart 
GDP  growth.  And  trade  will  probably  hold  back  the  eco 
omy  a  bit  further  later  in  the  year,  because  the  growth 
imports  is  once  again  outpacing  that  of  exports. 

In  the  public  sector— about  one-fifth  of  GDP— state  aij 
local  governments  likely  spent  a 
lot  more  last  quarter,  as  many 
municipalities  depleted  their 
weather-emergency  funds  to  cope 
with  snow  removal.  The  long-run 
decline  in  Washington's  defense 
budget,  however,  probably  off- 
set some  of  the  increase  in 
spending  at  the  local  level.  That 
means  public  spending  wasn't 
much  of  a  factor  in  GDP  growth 
in  early  1993. 

When  the  GDP  data  come  out,  the  overall  number: 
sure  to  overshadow  the  individual  players  such  as  govei 
ment  outlays  and  inventories.  But  the  top-line  grov 
rate  tells  you  only  where  the  economy  has  been.  It  is 
likelihood  of  continued  gains  in  consumer  spending,  horj 
buying,  business  investment,  and  inventory  growth  t| 
says  where  the  expansion  is  headed. 


THE  TRADE  GAP 
WIDENS  AGAIN 
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THE  WEEK  AHEAD 


EMPLOYMENT  COSTS 


Tuesday,  Apr.  27,  8:30  a.m. 
The  cost  of  wages  and  benefits  paid  by 
nonfarm  businesses  probably  rose  by 
0.9%  in  the  first  quarter,  say  economists 
surveyed  by  McGL-aw-Hill  Inc.'s  MMS 
International.  That's  the  same  subdued 
advance  as  in  the  fourth  quarter.  Wage 
growth  in  particular  has  slowed  since 
the  recession  ended,  because  job  growth 
has  been  almost  nonexistent. 

GROSS  DOMESTIC  PRODUCT  

Thursu  ii,  Apr.  29,  8:30  a.m. 
The  first-quarter  economy  probably 
grew  at  an  annual  rate  of  2.6%,  accord- 
ing to  the  mms  survey.  If  so,  that  would 
lie  almost  hall  of  the  4.7%  growth  rate 


posted  at  the  end  of  1992.  Slower  consu- 
mer spending  and  a  rising  trade  deficit 
curbed  GDP  growth  last  quarter.  Infla- 
tion, as  measured  by  the  GDP  price  defla- 
tor, likely  i-ose  at  a  3%  annual  pace  in 
the  first  quarter,  up  from  the  2.3%  in 
the  fourth  quarter. 

NEW  SINGLE-FAMILY  HOME  SALES 

Thursday,  Apr.  29,  10  cum. 
New  homes  likely  sold  at  an  annual  rate 
of  585,000  in  March,  down  from  595,000 
in  February.  Bad  winter  weather  kept 
many  consumers  from  house-hunting. 

PERSONAL  INCOME  

Friday,  Apr.  30,  10  a.m. 

The  median  forecast  of  the  MMS  survey 

projects  that  personal  income  i-ose  by 


0.3%  in  March,  on  top  of  a  0.2%  gain! 
February.  That's  suggested  by  a  snjl 
gain  in  weekly  pay.  Consumer  speW 
ing,  however,  is  expected  to  fall  by  0 
in  March,  after  a  large  0.6%  increasi 
February.  The  East  Coast  blizzard  1 
into  retail  shopping,  and  income-tax  1 
due  in  April  probably  caused  sc 
households  to  save  more  money 
March.  But  spending  on  utility  servi-- 
was  likely  up  strongly. 

FACTORY  INVENTORIES  

Friday,  Apr.  30,  10  a,m. 
Inventories  held  by  manufacturers  pit) 
ably  grew  by  0.1%  in  March,  the  s; 
low  rate  of  increase  as  in  February, 
blizzard  may  have  prevented  some  fa 
ries  from  shipping  out  goods. 
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Go 

overboard. 


AQUALAND  ANALOG  DIVING  WATCH.  The  state  of  the  art  just  got  awesome 
This  is  the  first  diving  watch  equipped  with  an  analog  depth  sensor  display.  It  has  a  rapid 
US  OPEN  ascent  warning  signal,  a  maximum  depth  memory,  a  preset  depth  alarm 
with  repeat,  and  a  battery  life  indicator  Citizen  is  proud  to  have  been 
selected  as  the  official  timer  of  the  U.S.  Open  Tennis  Championships. 


©CITIZEN 
PROMASTER 


IWILEY  BANKS  KMI  IDLE 


s 


President  Clinton  briefly  considers, 
then  rejects,  then  reconsiders  a 
value-added  tax  to  help  pay  for 
his  health-care  reform  plan.  Hillary  Rod- 
ham Clinton  rules  out  taxing  employee 
medical  benefits  early  on,  only  to  be  con- 
tradicted in  a  blizzard  of  leaks  suggest- 
ing that  they  may  be  taxed  after  all. 

With  less  than  :'><)  days  to  go  on  its 
ambitious  mission  to  remake  America's 
health  system,  the  White  House  reform 
drive  is  in  serious  trouble.  The  cause:  a 
benefit  scheme  so  generous  that  Clinton- 
ites  can't  figure  out  how  to  finance  their 
plan  without  jeopardizing  the  middle- 
class  support  so  vital  to  enactment.  Af- 
ter cruising  along  for  weeks,  piling  up 
promises  without  regard  to  costs,  the 


task  force  suddenly  finds  itself  with  a 
huge  gap  to  fill  and  only  one  option 
with  any  public  appeal  at  all:  more  tax- 
es on  alcohol  and  tobacco.  "There's  a 
train  wreck  waiting  out  there  for 
this  process,"  says  a  congres- 
sional health  aide. 

The  White  House's  latest 
flip-flop  over  the  VAT 
spotlights   the  Adminis- 
tration's dilemma.  Al- 
though the  President  had 
been  backing  away  from 
the  VAT  since  February, 
Health  &  Human  Services 
Secretary  Donna  E.  Shalala 
and  Deputy  Budget  Director 
Alice  M.  Rivlin  praised  the 


26  BUSINESS  WEEK/MAY  3,  1993 


notion  on  Apr.  14 — just  as  many  AnJ 
cans  were  filing  their  tax  returns. 
President  Al  Gore  tried  to  dampen! 
speculation.  But  the  White  House  [ 
to  admit  the  levy  was  being  mul 
giving  Republicans  a  fresh  ch:| 
to  paint  Clinton  as  a 
and-spend  Democrat. 
The  confusion  ovel 
nancing  health-care! 
form   won't  end 
After  months  of  bj 
storming  over  whaf 
blueprint  should 
tain,  Hillary  Climjj 
health-care 
force  tried  to  phi 
the  cost  figurjj 


the  computers  nearly  blew  up.  The 
;h  consulting  firm  Lewin-VHI  Inc. 
-es  that  the  Administration  will  have 
ke  taxes  by  $47  billion  to  pay  for  a 
'.  version  of  its  "managed  competi- 

reform.  And  that  doesn't  include 
generous  treatment  some  task-force 
bers  propose  for  mental  illness.  Nor 

it  tally  expensive  payouts  to  the 
rly — coverage  for  prescription 
s,  nursing  homes,  and  home  health 
—that  may  be  required  to  get  the 
•m  through  Congress.  Add  it  all  up, 
the  tax  bill  could  be  pushing  $100 
n. 

jsing.  And  the  costs  go  far  beyond 
taxes.  Task-force  sources  say  pre- 
ary  estimates  show  that  requiring 
mployers  to  offer  health  insurance 
1  cost  as  many  as  500,000  jobs — the 
•  number  the  Administration  claims 


IEALTH-CARE 
EFORM: 
TO  PAY? 


'994  RfVfNUf 

M°y  be  needed  to 
^re  cov erage  for 
part-timers 


iriginal  $16.5 
n  stimulus  package  would  have  cre- 

Clinton  is  paying  a  political  price 
apitol  Hill,  too:  Lawmakers,  includ- 
'ellow  Democrats,  grouse  about  the 
)S  of  information  they're  handed  by 
force  staff  chief  Ira  Magaziner. 
>e  aides  charge  that  task-force  num- 
runchers  were  low  balling  some  fig- 

Their  estimate  for  the  surge  in 
cal  costs  from  covering  37  million 
sured  Americans,  for  example,  was 
below  the  $30  billion  estimated  by 
Congressional  Budget  Office. 
Iministration  officials  argue  that  the 

plan  will  vindicate  their  approach, 
aziner  ordered  health  mavens  to 
ider  a  wide  range  of  ideas — damn 


the  expense  or  political  risk — to  ensure 
they  didn't  overlook  any  aspect  of  the 
$900  billion  medical  industry.  Economic 
aides  didn't  begin  to  figure  the  costs 
until  late  in  the  game.  "Now,  we're  at 
the  point  where  we  can  see  the  big  pic- 
ture and  determine  the  size  of  the  ef- 
fects," says  a  senior  official.  But  the 
process  created  huge  public  expectations 
that  the  White  House  now  must  moder- 
ate to  make  the  program  affordable. 

Clinton  started  out  with  only  the  fin- 
est of  intentions.  Early  in  1992,  he  reject- 
ed his  campaign  advisers'  plan  for  con- 
trolled prices  and  heavy  regulation  in 
favor  of  a  managed-competition  scheme 
presented  to  him  by  fellow  Rhodes  schol- 
ars Magaziner  and  Labor  Secretary 
Robert  B.  Reich. 


W94RWIHUt  $25.9 

BiiUOHSOfDOlUK 

Clinton  has  already 
proposed  hiking 
income  taxes 


Based  on  his  study  of  medical  costs  in 
Rhode  Island,  Magaziner  argued  that 
24<f  to  48<f  of  every  health-care  dollar  is 
spent  on  paperwork  and  unnecessary 
procedures.  Managed  competition — indi- 
viduals picking  their  own  health  plans 
through  large  purchasing  cooperatives — 
could  squeeze  out  that  waste  and  even- 
tually save  up  to  $200  billion  a  year,  he 
claimed.  Those  savings  could  be  used  to 
provide  coverage  for  all  Americans. 

After  the  election,  the  rosy  projections 
began  unraveling.  Congressional  estima- 
tors and  health  economists  on  Clinton's 
team  argued  that  managed  competition 
would  produce  little  of  the  savings  for 
expanded  coverage.  But  polls  found  that 


middle-class  Americans  most  wanted 
"health  security" — assurance  that  they 
would  be  covered  if  they  changed  or  lost 
jobs.  That  increased  pressure  on  Clinton 
to  put  a  higher  priority  on  expanding 
access  than  on  controlling  costs. 
basics.  Political  concerns  are  driving  up 
the  cost  of  another  piece  of  managed 
competition — a  standardized  benefits 
package  for  all.  Such  a  "basic  benefit" 
would  help  consumers  shop  and  force 
health  plans  to  compete  on  price  and 
quality.  But  to  garner  support  from 
well-insured  Americans,  the  task  force 
has  to  ensure  that  they  don't  lose  much 
of  their  current  coverage. 

Lewin-VHI  estimates  that  the  proposed 
package  would  boost  employers'  aver- 


1995  REVENUE 

5%  VALUE-ADDED  TAX: 

•  No  exclusions  $68.2 

•  Excluding  food,  housing, 
and  medical  care 

Political  bomb;  might  require 
changes  in  income,  corporate  taxes 


$35.7 
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age  annual  cost  of  health  insurance 
from  $1,488  per  covered  person  to 
$1,674.  That  estimate  is  based  on  a  plan 
that  would  require  85%  of  all  employees 
to  pay  higher  deductibles.  The  Clinton 
team,  by  contrast,  is  leaning  toward  low 
deductibles — which  could  boost  spending 
by  an  additional  $5.6  billion — and  is  still 
adding  benefits  to  the  package.  And  as 
the  package's  costs  rise,  so  does  the 
need  to  subsidize  premiums  for  small 
companies,  low-wage  workers,  and  the 
unemployed.  Lewin-VHI  estimates  that 
such  subsidies  could  total  $97.7  billion. 

Lost  in  the  task-force  draft  proposal 
may  well  be  Magaziner's  best  selling 
point:  a  long-term  reduction  in  adminis- 
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IT'S  NOT  WORKING. 
WE  NEED  CHANGE. 
BUT  DON'T  COUNT  ON  IT 


Like  few  other  political  issues,  health-care  reform  is  sparking  debate  among 
Americans  everywhere.  BUSINESS  WEEK  Correspondent  Maria  Mallory 
canvassed  Atlantans  for  their  views  on  managed  care,  universal  insurance,  I 
and  how  to  pay  for  them: 


ii  l  never  have 
much  faith  in  what  I 
hear.  It's  just  more 
politicking.  I  think 
it's  highly  unlikely 
you  're  going  to  see 
anything  like  real 
reform.}} 

KAMAU  FREELS-BANDELE 

Self-employed 


ii  My  father  just 
died  from  lung  can- 
cer. He  was  on  Medi- 
care. The  amount 
[doctors  charged] 
was  outrageous.  I 
think  there  has  to  be 
some  control  of  pric- 
ing. They  gave  my 
father  shots  that  were 
$1,300  apiece.}} 

PHYLLIS  SIEGEL 

Manager 


7 

ii  The  problem  is 
the  doctors  are  all 
millionaires,  the 
drug  companies  are 
monopolies,  and  the 
insurance  compa- 
nies are  ineffective. 
Managed  competi- 
tion just  leaves  all 
the  current  players 
in  place.}} 

BOB  BRAXTON 

Auto  company  employee 


ii  There  probably 
should  be  [universale 
health  care],  but  I 
think  it  will  be  a  longi 
time  coming.  Not  in  | 
my  lifetime.  Govern-l 
ment  is  political, 
andpol iticia ns get  I 
paid  for  answers  by  I 
businesses  and  lob-  j 
byists.  It's  not  going  | 
to  change.}} 

JUDIE  PERRY 

Advertising  promotions  manager 


trative  costs.  The  plan  would  indeed 
streamline  insurance  claims.  But  to  en- 
force the  overall  cap  on  medical  spend- 
ing that  Clinton  has  called  for,  the  task 
force  may  propose  new  bureaucracies. 
Among  them:  a  federal  trust  fund  that 
would  collect  all  health  premiums  and 
taxes,  then  reallocate  the  money  to  pur- 
chasing cooperatives  in  the  states.  The 
machinery  to  allocate  those  funds  must 
be  built  from  the  ground  up.  So,  too, 
must  be  mechanisms  to  enforce  any  di- 
rect controls,  such  as  premium  caps. 

Administration  officials  insist  the  plan 
will  be  cleaned  up  in  time  for  its  unveil- 
ing in  mid-May.  Clinton  is  meeting  daily 
with  task-force  leaders  to  chip  away  at 
hundreds  of  decisions.  A  crucial  choice 
will  be  how  quickly  to  phase  in  the  new 
system:  Fast  implementation  will  extend 
coverage  in  time  for  the  reelection  cam- 


paign, but  a  slower  pace  will  spread  out 
the  new  tax  burdens  (chart,  page  27). 

The  VAT  has  long  been  popular  in  Cor- 
porate America.  A  sales-based  tax  that's 
assessed  at  each  stage  of  production  and 
distribution,  a  VAT  would  penalize  con- 
sumption and  favor  savings  and  invest- 
ment. But  business  support  for  a  VAT 
hinges  on  using  its  revenues  to  replace 
existing  income  taxes,  not  on  layering  a 
VAT  on  top  of  current  levies.  And  efforts 
to  ease  the  vat's  disproportionate  im- 
pact on  the  poor  would  either  create 
many  exemptions — cutting  into  reve- 
nues— or  open  up  a  broader  tax  debate 
that  Clinton  can  ill  afford  to  add  to  the 
health-care  brawl. 

Advocates  of  managed  competition  ar- 
gue for  a  cap  on  tax  breaks  for  employ- 
er-paid health-insurance  premiums.  Such 
a  cap  would  raise  revenues  and  push 


Americans  toward  cheaper,  more  e: 
cient  health  plans.  But  with  medr 
costs  and  premiums  varying  across 
U.  S.,  a  tax  cap  would  be  hard  to  adrr 
ister.  And  unions  are  dead  against  it 

No  matter  how  sharp  his  pencil,  C 
ton  will  face  a  sizable  tax  gap,  with  f 
attractive  options  for  filling  it.  In  ye 
past,  Franklin  L).  Roosevelt  and  Lyiuj 
B.  Johnson  just  ducked  the  questi 
Both  Social  Security  and  Medicare  W' 
launched  without  the  funding  needed 
long-term  soundness.  In  these  deficit) 
den  times,  though,  that  option  isn't  0] 
to  Clinton.  With  so  little  room  to  man 
ver,  the  collision  between  his  he; 
promises  and  the  nation's  tax  pho 
could  turn  into  a  national  train  wreclj 

By   Mike   McNamee   and  Susan  I 
Garland,    with    Paul  Magnusson, 
Washington 
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□MINISTRATION  I 


HO  PADLOCKED  THE 
INEYMOON  SUITE? 


ly  because  of  fierce  GOP  attacks,  Clinton  is  sinking  in  the  polls 


|riumphs  for  Presidents,  Bill  Clin- 
ton is  learning,  tend  to  be  short- 
lived. Less  than  two  months  ago,  a 
State  of  the  Union  address  won 
>n  hosannas  for  his  economic  pro- 
.  Now,  the  President  is  hearing  the 
5takable  sound  of  Bronx  cheers, 
tolls  are  dipping,  his  negatives  are 
;,  and  there's  growing  speculation 
the  Administration's  health-care-re- 
plan  may  just  make 
s  a  lot  worse.  To  compli- 
natters,  issues  from  Bos- 
,o  the  cult  debacle  in 
,  Tex.,  have  clouded  his 
*  Presidency, 
w  unpopular  is  the  Presi- 
A  new  survey  shows 
for  the  first  time,  the 
ntage  of  voters  who  like 
vay  Clinton  is  handling 
>b  has  fallen  below  50% 
).  His  49%  approval  rat- 
;  far  below  the  support 
led  by  Presidents  Bush 
,  Reagan  (67%),  and  Car- 
7%)  at  the  same  point  in 
terms.  And  in  a  new 
ilin  Group  poll,  the  per- 
ge  of  Americans  who  be- 
the  country  is  "on  the 
Z  track"  jumped  from 
m  Mar.  22  to  59%  two 
3  later. 

lton's  political  advisers 
iboring  to  explain  away 
trends.  According  to 
i  House  pollster  Stanley 
•eenherg,  Clinton's  burst 
mestic  activism,  from  his 
rse-Reaganomics"  budget  to  his 
e  on  gays  in  the  military,  was 
i  to  alienate  some  voters.  "We're 
lg  with  a  polarized  electorate,"  he 

"That's  a  function  of  a  President 
wants  to  do  things." 
!  and  trims.  But  Clintonites  also 
.  that  relentless  Republican  attacks, 
i  have  stalled  his  economic  stimulus 
m  the  Senate,  have  taken  their  toll, 
ugh  the  GOP  risks  tarring  itself  as 
tarty  of  gridlock,  the  assault  on 
m's  plan  as  a  "tax  and  spend"  poli- 
os raised  the  President's  negatives. 

Republicans  have  done  something 
y  unprecedented,"  says  Clinton  ad- 
Paul  Begala.  "They  have  given  him 
of  the  traditional  honeymoon." 
en  supporters  acknowledge  that  the 
dent  may  have  been  too  cautious  in 


his  approach  to  the  budget  deficit.  By 
offering  a  plan  that  merely  trims  federal 
programs,  Clinton  failed  to  win  over 
many  of  the  19  million  Ross  Perot  vot- 
ers. "People  would  like  to  see  some 
more  seriousness,"  says  political  scien- 
tist Samuel  L.  Popkin  of  the  University 
of  California  at  San  Diego.  "He  could 
have  gone  farther."  With  Perot  acting 
as  a  stern  deficit  watchdog,  many  of  the 
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CLINTON'S  100-DAY  BLUES 


PERFORMANCE  RATING 
APPROVE 


DISAPPROVE 


NO  OPINION 
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51% 

57% 

49% 
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36 

17 

12 

15 
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independent  voters  who  might  be  at- 
tracted to  Clinton's  policies  are  remain- 
ing standoffish.  "There  is  this  clutch  of 
voters  loaded  for  bear  and  ready  to  say 
'no,'  "  says  Bruce  Kuklick,  a  University 
of  Pennsylvania  historian. 

The  high  command  at  the  White 
House  believes  that  a  whirlwind  of  activ- 
ity will  convince  skeptical  voters  that 
Clinton  is  committed  to  change.  Hardly  a 


The  Republicans  expect 
health-care  reform 
to  be  a  major  downer 
for  the  President 


week  goes  by  without  a  Presidential 
speech  or  trip  to  highlight  another  initia- 
tive— from  education  reform  to  defense 
conversion,  from  national  service  to  a 
timber  summit.  But  Clinton's  frenetic- 
scurrying  around  has  kept  him  from  con- 
centrating on  the  most  important  issue 
of  all:  the  economy.  "Bill  Clinton  is  do- 
ing too  much  too  quick,  and  he's  losing 
his  focus,"  says  GOP  pollster  Ed  Goeas. 
"That  is  starting  to  make  people  ques- 
tion whether  anything  will  get  done." 
bad  bounce?  Depending  on  which  camp 
you  listen  to,  the  planned  May  17  unveil- 
ing of  the  Administration's  health  plan 
will  either  mark  the  revival  of  Clinton's 
political  fortunes  or  the  acceleration  of  a 
long  decline.  Although  the  plan  will 
surely  feature  tax  increases  and  restric- 
tions on  medical  choice,  Clintonites  are 
convinced  that  voters  are 
ready  for  bold  measures. 

The  key  to  success,  Clinton 
strategists  say,  is  persuading 
the  middle  class  that  guaran- 
teed health  security  is  worth 
making  sacrifices  for.  "When 
President  Clinton  called  for 
higher  taxes  [in  February],  he 
didn't  drop  10  points,  which  is 
what  you  would  normally  ex- 
pect," Greenberg  says.  "I  sus- 
pect that  when  we  present 
our  health-care  program,  the 
same  thing  will  happen.  After 
voters  see  that  this  guy  really 
wants  to  change  things  for 
the  better,  his  numbers  will 
actually  bounce  up." 

Maybe.  But  Republicans 
doubt  the  bounce  will  last 
long.  They  expect  health  care 
to  be  a  major  downer  for  the 
President.  "Eventually,  his 
numbers  will  nosedive,"  says 
Republican  pollster  Anthony 
Fabrizio.  He  thinks  the  pub- 
lic's mood  will  shift  after  the 
GOP  attacks  the  plan's  reliance 
on  "big  spending,  big  govern- 
ment, and  more  regulation." 

Even  if  a  determined  Clinton  lobbying 
blitz  wins  passage  of  major  elements  of 
a  reform  program  this  year — a  big  if — 
the  Republicans  are  poised  to  strike. 
Clinton  has  promised  not  only  to  provide 
universal  health  coverage  but  to  save 
business  and  taxpayers  billions  in  the 
process.  "There's  a  clear  expectation 
that  health-care  costs  will  be  brought 
down,"  says  the  GOP's  Goeas.  "If  costs 
are  still  rising  at  the  next  election,  he 
will  have  failed." 

None  of  this  carping  fazes  Clinton, 
who,  just  three  months  into  his  term,  is 
acting  like  a  man  running  out  of  time. 
The  way  his  poll  numbers  are  going,  he 
may  be  on  to  something. 

By  Susan  B.  Garland,  with  Lee  Walczak, 
in  Washington 
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CORPORATE  PROFITS  I 


FIRST-QUARTER  EARNINGS: 
PROFITS  STAY  ON  TRACK 


Corporate  America  shows  signs  of  life  in  BUSINESS  week's  flash  report 


E 


conomic  recovery  continues,  and  so  does  the  recovery  in  company 
earnings.  In  BUSINESS  WEEK'S  flash  report  of  corporate  profits,  sales 
I  were  up  (Y/<  and  profits  increased  11%,  extending  the  trend  of  the  past 
four  quarters.  There's  still  no  meteoric  burst  of  revenue  growth,  and  pros- 
pects for  such  an  explosion  seem  more  and  more  unlikely,  given  the  present 
environment  of  low  inflation  and  interest  rates.  More  substantial  returns 
are  visible  once  IBM  is  taken  out  of  the  mix;  earnings  would  have  increased 
19$  ,  and  sales  would  have  inched  up  7%.  How  did  Wall  Street  analysts  do  in 
their  projections?  The  expectations  proved  right  on  target:  The  71<f  aggre- 
gate earnings  per  share  predicted  at  mid-quarter  was  one  cent  more  than 
the  70<t  actually  reported. 


Current 
qtr.  sales 


INDUSTRIALS 


95,730.9 


ABBOTT  LABORATORIES  2,045 .6 

ALCOA  2,109.6 

AMERICAN  HOME  PRODUCTS  2,111.0 

AMOCO  6,978.0 

AVON  PRODUCTS  841.9 

BRISTOL-MYERS  SQUIBB  2,755.5 

CHAMPION  INTERNATIONAL  1,267.0 

CHRYSLER  10,900.0 

COCA-COLA  3,056.0 

COOPER  TIRE  &  RUBBER  280 .1 


COORS  (ADOLPH) 
CORNING 

CPC  INTERNATIONAL 

DANA 

ETHYL 


296.0 
823.4 
1,636.2  ft 
1,323.5  2 
829.0  " 


GENERAL  ELECTRIC 

GEORGIA-PACIFIC 

GILLETTE 

INTERNATIONAL  PAPER 
LILLY  (ELI) 


12,900.0 
2,944  0  I 
1,216.6  t 
3,400.0 
1,560.0  i 


LUKENS 

McDonnell  douglas 

MERCK 
MONSANTO 
PHILIP  MORRIS 


257.1  I 
3,620.0  { 
2,379.6  i 
1,941.0  I 
15,189.0  I 


PPG  INDUSTRIES 
REYNOLDS  METALS 
RUBBERMAID 
SHERWIN-WILLIAMS 
TELEDYNE 


1,446.7 
1,230.7 
483.7 
618.3 
636.5 


TENNECO 
U.S.  SURGICAL 
UPJOHN 

WEYERHAEUSER 
WHIRLPOOL 


3,247.0 
326.3 
932.7 
2,341.0 
1,808.0 


SERVICES 


35,521.6 


AMR  3,814.0 
BLOCKBUSTER  ENT.  391.1 

BURLINGTON  NORTHERN  1,170.0 

CAPITAL  CITIES/ABC  1.178  3 
CITICORP  NA 


CONSOL.  FREIGHTWAY 

FOOD  LION 

HCA 


993.0 
1,656.8 
1.324.5 


INVESTMENTS! 


GNATS 

WITH  THE  KNACK 


Nervy  discounters  and  smaller 
chains  go  on  growing  as  giants  sag 


The  Limited.  Kmart.  The  Gap.  One 
by  one,  their  stocks  have  fizzled 
and  floundered.  On  Apr.  14,  final- 
ly, it  was  time  for  Wal-Mart  Stores  Inc. 
to  confront  Wall  Street's  lofty  expecta- 
tions. Clunk!  Shares  of  the  retail  titan 
dropped  6%,  to  $27.25,  as  it  reported 
weaker-than-expected  sales  in  March 
and  acknowledged  that,  for  the  first 
time  in  80  years,  it  would  not  post  dou- 
ble-digit same-store  sales  growth. 
As  the  full  scope  of  President  Clin- 


ton's economic  program  is  unveiled,  re- 
tailing analysts  fret  that  consumers  will 
stop  spending.  The  data  is  not  very  com- 
forting: Retail  trade  in  March  was  down 
\"<  from  the  year  before,  a  drop  the 
industry  blamed  on  lousy  weather.  And 
while  giant  chains,  such  as  Wal-Mart 
and  Home  Depot  Inc.,  are  still  growing 
fast,  they  may  be  running  out  of  room 
to  add  stores  without  cannibalizing  exist- 
ing units. 

Even  as  the  industry  leaders  run  into 
trouble,  though,  new  retail  stars  are 
scoring  big  earnings  gains — and  catch- 
ing on  with  investors  (chart).  Amid  the 
first-quarter  gloom,  smaller  specialty  re- 
tailers and  "off-price"  outlets  turned 
consumers'  drive  for  value  into  healthy 
profits.  "The  companies  that  will  be  at- 
tractive in  the  retailing  sector  are  those 
that  are  very  focused  and  conjure  up  the 
image  of  one  product  line — not  15  differ- 
ent things,"  says  retail  consultant  Wal- 


ter F.  Loeb,  president  of  Loeb 
ciates  Inc. 

Take  Bed  Bath  &  Beyond  Inc.,  a 
of  38  stores  featuring  moderately  p 
home  furnishings.  For  its  year 
Feb.  28,  the  chain  should  post  net 
ings  of  $20.1  million,  up  26%  from  a 
earlier,  on  sales  that  jump  to  $278 
lion  from  $217  million,  says  Heidi  £ 
berg,  an  analyst  at  Shearson  Lei 
Brothers  Inc.  Since  it  began  tradir 
$17  last  June,  the  company's  stock 
risen  to  .32%. 

TOP  OF  the  heap.  Discount  depart 
stores,  such  as  Caldor  Corp.  and  1 
lees  Inc.,  have  scored  by  offering  a 
array  of  goods  at  low  prices.  Exte 
store-remodeling  plans  and  a  shil 
ward  such  fast-growing  soft  gooc 
apparel  augur  well  for  the  chains, 
lysts  say.  "These  are  companies 
have  good,  upscale  offerings  at 
prices,"  says  Edward  Johnson,  dxt 
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MARRIOTT 

2,080.0 
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0.14 
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MERRILL  LYNCH 
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NATIONSBANK 
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NA 
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ohnson  Redbook  Service,  a  retail 
apparel  research  firm.  Johnson  esti- 
js  Caldor  will  show  an  annual 
'th  rate  of  20%  in  earnings.  In  fact, 
company  reported  profits  of  $34.5 
)n,  up  from  $2.3  million,  on  sales  of 
I  billion  for  its  fiscal  year  ended  Jan. 


30.  That's  one  reason  its  shares  have 
doubled  in  the  last  year,  to  30%. 

Then  there  are  Ross  Stores  Inc.,  T.  J. 
Maxx,  and  other  off-price  outlets  that 
offer  up  to  50%  savings  on  specialized 
merchandise.  Analyst  Jeffrey  B.  Edel- 
man  of  C.  J.  Lawrence  Inc.  expects  Ross 


to  post  profit  growth  of  207'  annually. 
With  223  off -price  retail  outlets  in  IS 
states,  Ross  reported  net  earnings  of  $34 
million,  up  237,  for  the  year  ended  Jan. 
30,  on  sales  of  $1.04  billion. 

Don't  write  off  the  biggest  retailers. 
Once  consumer  spending  picks  up,  ana- 
lysts believe,  the  giants  could  show  new 
vigor.  Sears,  Roebuck  &  Co.  has  already 
done  so:  On  Apr.  20,  its  merchandise 
group  reported  profits  of  $64  million  vs. 
a  $24  million  loss  a  year  ago.  And  Wal- 
Mart  remains  squarely  at  the  top  of  its 
heap — even  if  its  sheer  size  may  hinder 
growth.  "Wal-Mart  has  established  a  dif- 
ficult standard  for  itself,"  says  Kurt 
Barnard,  president  of  Retail  Marketing 
Report,  a  newsletter.  That  leaves  room 
for  the  smaller  guys — though  maybe  not 
a  lot.  Wal-Mart's  stock  may  have  faded, 
but  its  stores  don't  show  any  sign  of 
following  suit. 

By  Sunita  Wadekar  Bhargava  in  New  York 
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:ks  of  retailers 
have  out- 
ormed  their 
er  rivals  in 
last  year: 


IDGE 
INC. 


BED  BATH  &  BEYOND 

HOME  FURNISHINGS 


\j    STOCK  BEGAN 

~|  TRADING  JUNE  11 

1    1    1    1    I    1  I 

1    1  1 

TJX  COS. 

OFF-PRICE  CLOTHING 


CALDOR 

DISCOUNT  DEPT.  STORE 


MAY  '92 
▲  DOLLARS 


APR  '93  MAY  '92 


APR.  '93  MAY  '92 


APR  '93 
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INVESTIGATIONS  I 


THE  MICROSOFT  PROBE  LOOKS  LIKE 
A  BUST  FOR  THE  TRUSTBUSTERS 


The  FTC  won't  file  a  suit — and  it  could  drop  the  whole  matter 


With  their  three-year-old  probe 
of  Microsoft  Corp.'s  business 
practices  in  limbo,  staffers  at 
the  Federal  Trade  Commission  could  use 
a  little  levity.  So  their  spirits  were  lifted 
by  a  recent  National  Enquirer  "ex- 
pose" detailing  Microsoft  Chairman  Wil- 
liam H.  dates  Ill's  computerized  court- 
ship of  his  fiancee,  company  executive 
Melinda  French.  The  story  said  French 
received  Gates's  proposal  as  an 
electronic  message,  delivered  at 
the  end  of  an  interactive  comput- 
er game.  Microsoft  officials  dis- 
missed the  tabloid's  "bombshell" 
as  pure  nonsense.  No  matter.  A 
few  FTC  staffers  have  posted  the 
story  on  their  office  doors.  Says 
one  staffer:  "It  gave  everyone 
around  here  a  good  chuckle." 

But  Chairman  Gates  may  have 
the  last  laugh.  Nearly  three 
months  have  passed  since  four 
FTC  commissioners  were  dead- 
locked over  a  staff  recommenda- 
tion that  a  federal  antitrust  com- 
plaint be  brought  against  the 
software  giant.  Now,  it  looks  as 
if  Microsoft  may  walk  away 
from  the  probe  in  better  shape 
than  anyone  had  expected.  "It's 
less  of  a  case  than  it  was  be- 
fore," says  one  FTC  official. 

The  commission  has  ruled  out 
bringing  a  federal  court  com- 
plaint, staffers  say.  That  means 
the  FTC  next  considers  the  case — per- 
haps in  June — its  choices  will  be  narrow. 
The  commission  could  drop  the  matter 
entirely,  or  it  could  seek  to  negotiate  a 
consent  agreement  under  which  Micro- 
soft would  refrain  from  some  practices. 
But  Microsoft  could  reject  such  a  pact. 
If  so,  the  FTC  could  launch  an  adminis- 
trative proceeding  that  could  drag  on  for 
years — and  the  issue  could  be  moot  by 
then.  "Microsoft  is  in  a  very  strong  posi- 
tion right  now  and  may  have  already 
won,"  says  Terry  Calvani,  a  former  FTC 
commissioner. 

DEADLOCK.  If  the  commission  does  de- 
cide to  proceed,  the  heart  of  its  case 
could  likely  be  a  charge  that  Microsoft 
builds  features  into  its  software  for  the 
sole  purpose  of  creating  incompatibilities 
with  other  products.  The  FTC's  Bureau 
of  Competition  is  now  collecting  exam- 
ples of  this.  Microsoft  Vice-President 


Brad  A.  Silverberg  denies  that  the  com- 
pany makes  arbitrary  changes  to  its  pro- 
grams and  calls  such  ideas  "scurrilous 
charges  without  any  basis." 

But  FTC  insiders  suggest  one  case  in 
point:  Novell  Inc.'s  DR-DOS  operating  sys- 
tem is  a  struggling  alternative  to  Micro- 
soft's MS-Dos.  When  Microsoft  produced 
a  version  of  its  Windows  3.1  program 
last  year,  it  wouldn't  run  with  DR-DOS 


- 


GATES:  HIS  RIVALS  COULD  STILL  SUE 


when 


AZCUENAGA: 
VOTE  ON  THE 


6.0.  Novell  had  to  scramble 
to  fix  the  problem.  Silver- 
berg says  it's  not  Micro- 
soft's duty  to  assure  that 
DR-DOS  is  compatible  with 
its  software. 

The  FTC's  effort  to  com- 
pile new  evidence  comes  in 
response  to  a  request  for 
more  information  by  Com- 
missioner Mary  Azcuenaga, 
seen  as  the  key  swing  vote  in  any  deci- 
sion to  proceed.  Staffers  delivered  some 
data  on  Apr.  6  and  are  expected  to  pro- 
duce more  by  the  end  of  May. 

By  seeking  to  bolster  its  case  against 
Microsoft,  the  FTC  staff  appears  to  have 
shifted  its  focus.  It  now  looks  less  likely, 
sources  close  to  the  probe  say,  that  the 
FTC  will  pursue  what  was  considered  a 
few  months  back  to  be  the  heart  of  its 
case:  a  charge  that  Microsoft  restrained 
trade  by  offering  big  discounts  to  com- 


puter makers  that  would  agree  to  pay 
fee  for  every  computer  they  ship,  even 
they  don't  install  MS-DOS  and  Windov 
on  each  machine.  One  FTC  official  sa; 
staff  lawyers  believe  that  the  contrac 
don't  necessarily  violate  the  law. 

Such  complexities  have  the  FTC  in  gri 
lock.  In  February,  the  commissione 
spent  nearly  an  hour  haggling  over- 
two-sentence  press  release  that  didr 
even  mention  Microsoft  by  name.  Tmj 
commissioners  want  to  bring  action,  9 
two,  including  Azcuenaga,  don't  belie' 
they  have  the  goods  to  proceed.  TJ 
fifth  member,  Roscoe  B.  Starek  III 
recused  himself,  citing  a  financial  co 
flict.   "The  commission  is  paralyzet 
says  an  agency  insider.  "They're  havii 
a  tough  time  deciding  what's  won 
closing  the  case  or  bringing  a  case." 
— I  saving  face.  A  lack  of  clear  si 
nals  from  the  Clinton  Admin 
tration  on  antitrust  may  not 
helping  matters.  President  CI 
ton  has  yet  to  appoint  a  Justi 
Dept.  antitrust  chief.  Moreovi 
barring  a   resignation,  Clint 
won't  get  a  chance  to  appoint 
FTC  commissioner  until  Septe 
ber,  1994.  For  the  FTC,  perha 
the  ideal  end  to  the  saga  wou 
be  a  consent  agreement.  Th 
would  give  the  commission  son 
thing  to  show  for  its  work, 
deed,  the  FTC  may  be  willing 
accept  any  deal  just  to  save  fa< 
"If  I  were  Microsoft  and  the 
sue  was  fairly  narrow — nam( 
incompatibilities — I  would  take 
consent,"  says  a  senior  F 
lawyer. 

Microsoft,  however,  m 
not  want  the  stigma  of  a 
consent  agreement.  Willis 
H.  Neukom,  Microsof 
vice  president  for  law  a: 
corporate  affairs,  declin 
to  comment  on  the  possibj: 
-r-   mg^,  .•••ns.'iii  decree. 

■J  LW  did,  however,  say:  "It  !■ 
*^L\  I  pears  as  though  the  issil 
'am  have  narrowed  somewhaj 

■  If  the  FTC  can't  shake, 

self  loose  from  its  deadb 
Microsoft  would  be  left 
worry  about  possible  lal 
suits  from  competitors.  Software  rivi 
such  as  Novell,  Borland,  and  Lotus  cm 
tinue  to  discuss  the  possibility  of  a  jot 
civil  antitrust  suit.  Other  rivals  are  i 
luctant.  "This  industry  is  not  going' 
win  against  Microsoft  by  suing,  but ' 
being  better  than  Microsoft,"  says  a| 
val's  attorney.  If  there's  no  private  sjfe- 
and  no  FTC  action,  Gates  would  hif 
more  to  celebrate  than  his  engageme. 

By  Marl:  Lewyn  in   Washington,  u 
Katky  Rcbcllo  in  San  Francisco 
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Merritt 
Municipal 

Income 
Fund 


DIRECTION. 


If  your  goal  is  saving 
on  taxes,  consider  the 
Van  Kampen  Merritt 
Municipal  Income  Fund.  With  a  varied  portfolio  of 
municipal  securities,  the  Fund  seeks  to  provide  high 
current  income  and  preservation  of  capital. 

You  receive  regular,  monthly  income  exempt 
from  federal  income  tax.  And,  the  Fund  is  convenient 
—with  a  low  minimum  investment  and  easy  access. 


Ask  your  investment  representative  for  an  investor's 
brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 
Or,  call  direct:  7  days  a  week ...  24  hours  a  day. 

1-800-DIALVKM  ext.  1103 

(1-800-342-5856) 


Van  Kampen  Merritt" 

Investing  With  A  Sense  of  Direction® 


A  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  that  will  subject  certain  individuals  and 
corporations  to  the  alternative  minimum  tax  |AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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Commentary/by  Peter  Coy 


TWO  CHEERS  FOR  CORPORATE  COLLABORATION 


big 


corporate 

? 


Are  America's 
vals  making  peace?  It  seems 
that  way.  Fifteen  U.  S.  and  Eu- 
ropean pharmaceutical  companies  said 
on  Apr.  20  that  they  plan  to  share  in- 
formation to  help  fight  AIDS.  Separate- 
ly, American  business  is  backing  a  bill 
that  would  make  it  easier  for  rivals  to 
own  factories  jointly  and  share  the  out- 
put. And  the  Big  Three  auto  makers 
are  considering  whether  to  team  up  on 
a  pollution-free  electric  vehicle. 

The  idea  of  sharing  costs  and  risks 
on  big  projects  has  enor- 
mous appeal.  Maybe  that's 
why  executives  sound  re- 
born when  they  talk  about 
their  new  technology-shar- 
ing alliances.  "We  hadn't 
talked  to  these  people  at 
other  companies  for  a  long 
time,"  says  one  member  of 
an  auto-industry  partner- 
ship. "Now,  we  feel  that 
they're  part  of  the  team." 

But  all  may  not  be  well. 
Cooperation  among  rivals 
is  growing  so  swiftly  that 
it  threatens  to  sweep  aside 
good  sense.  One  risk  is 
that  rivals  may  be  tempted 
to  collude  in  boosting  prof- 
its by  restraining  produc- 
tion, raising  prices,  and 
squelching  threatening 
new  technologies.  There's 
also  the  danger  that  even 
companies  with  the  best  of 
intentions  may  find  that 
too  much  rapprochement 
robs  their  inventiveness 
and  zeal  to  win.  Free-for-all  competi- 
tion may  seem  like  wasteful  duplica- 
tion, but  there's  no  better  way  to  gen- 
erate new  ideas. 

strangling.  Although  a  wide  variety 
of  industries  now  collaborate  on  tech- 
nology, the  Big  Three  provide  the 
clearest  guide  to  the  perils  that  await. 
General  Motors,  Ford  Motor,  and 
Chrysler  have  set  up  10  consortiums  to 
research  everything  from  less-polluting 
paint  to  more  humanlike  crash  dum- 
mies. Several  are  doing  good  work.  A 
consortium  that  includes  oil  companies 
tested  nearly  100  exotic  blends  of  gaso- 
line on  cars  of  all  vintages.  For  the 
first  time,  it  proved  that  reducing  sul- 
fur in  gasoline  is  the  easiest  way  to  cut 
the  pollution  that  the  fuel  causes.  Says 


consortium  Co-Chairman  Joseph  M.  Co- 
lucci,  a  GM  executive:  "It's  the  most 
exciting  thing  I've  ever  worked  on." 

Still,  the  red  tape  can  be  strangling. 
Take,  for  example,  the  U.  S.  Advanced 
Battery  Consortium.  Since  its  founding 
in  1991,  the  consortium  has  disbursed 
just  $81  million  of  the  $264  million  in 
government  and  industry  money  that 
is  supposed  to  be  spent  on  creating  a 
battery  for  an  electric  vehicle.  "The  bu- 
reaucratic grist  mill  is  almost  unimag- 
inable," says  one  battery  company  ex- 


ecutive. Chairman  Robert  L.  Davis 
responds  that  the  consortium  has  had 
to  be  a  pioneer  in  government-industry 
partnership.  "We're  not  happy  with 
how  long  it's  taking,"  he  adds,  "but 
there  are  a  lot  of  people  to  satisfy." 

Past  cooperation  by  the  Big  Three 
has  hardly  produced  a  cornucopia  of 
invention.  In  1969,  the  Justice  Dept. 
sued  the  auto  companies  and  American 
Motors  Corp.  over  their  joint  work  on 
pollution  controls,  charging  that  they 
"collectively  did  all  in  their  power  to 
delay  such  research,  development, 
manufacturing,  and  installation."  The 
civil  antitrust  suit  was  settled  when 
the  auto  manufacturers,  without  ad- 
mitting wrongdoing,  agreed  to  stop 
working  together  for  18  years — a  pro- 


hibition that  didn't  expire  until  198' 
The  next  frontier — joint  manufactui 
ing — will  open  new  opportunities  fc 
abuse  or  bungling.  All  of  the  Bi 
Three  have  deals  with  foreign  autl 
makers,  and  they  want  to  do  more  wit 
one  another.  Soon  they  probably  wi 
Congress  is  likely  to  pass  a  bill  th 
session  to  lower  antitrust  barriers 
such  ventures.  It  would  reduce  pens 
ties  on  owners  of  joint  ventures  th 
are  found  guilty  of  antitrust  behavk 
and  make  it  easier  for  them  to  defer 
themselves.  President  Cli 
ton  has  endorsed  the  bi 
as  has  the  National  Asso< 
ation  of  Manufacturers. 

WORLD-BEATERS.  Is  anyOI 

skeptical?  At  least  one  se 
ator  is:  Howard  M.  Metze 
baum  (D-Ohio)  was  tl 
lone   dissenter   when  tl 
Senate  voted  96-1  last  ye; 
for  a  similar  measure.  I 
says  that  antitrust  laws  i 
ready  allow  joint  ventun 
that  promote,  not  restrai 
competition.  He  cites  W 
chael  E.  Porter  of  HarvaJ 
business  school,  who  sa; 
that   companies  becon 
world-beaters  by  first  coi 
peting  vigorously  at  hom 
Don't  buy  the  argume 
that  cooperation  is  necc- 
sary  to  meet  the  Japane 
head-to-head,  either.  Jap 
nese  companies  don't  c 
laborate  nearly  as  much 
most  Americans  believ 
Nissan   Motor  Co. 
Toyota  Motor  Corp.  didn't  even  discu 
making  an  electric  car  jointly  until  th 
learned  that  the  Big  Three  were  cc 
sidering  it.  Even  now,  says  one  exec 
tive,  a  Japanese  deal  is  unlikely.  "1 
would  never  expose  our  strengths  a 
weaknesses  at  this  stage,"  he  says 
Collaboration  between  rivals  do 
have  a  role  in  an  era  when  resear 
and  manufacturing  have  become  hu{ 
ly  expensive.  But  as  companies 
cozy,  the  government  has  to  pol: 
against  antitrust  abuses.  And  the  co 
panies  must  ensure  that  cooperati 
makes  their  ability  to  compete  in  woi 
markets  stronger,  not  weaker. 


Coy  covers  technology  for  BUSINB 
WEEK. 
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egroted  Circuits  •  Memories  •  COMPONENTS  •  E 


TAB  Al  A  IklTDnni  IfEta^r^f)  ^  We  dont  mQke  fhe  CQr  We  don'f  mQke  rhe  radi0- 

'lUIWAA  InllNUL/UVtJ^^^^  We  do,  however,  moke  q  tiny  semiconductor  chip 

UC1        MDU  i^YMJiTDT  U  A  I  I  for  the  rodio,  o  digital  signal  processor  colled 

IJL  03  lYlrrl  LUmLlIM  IIALL   "Symphony™"  Tailored  to  satisfy  the  highly  specific  needs  of 
idio  engineer  customers,  one  chip  hos  all  the  signal  processing  power  they  need  to  design  the  sound  system  of  the  future, 
system  that  will  bring  revolutionary  audio  quality  into  everyday  life.  Now  under  development,  this  radio  electronically 
aints"  the  acoustics  of  a  concert  hall  inside  a  car-while  compensating  for  engine,  rood  and  wind  noise,  even  the  influence 
speaker  placement.  Sixty  years  ago  Motorola  made  a  name  for  itself  by  making  car  radios  practical.  Today  we  are  striving 
make  them  perfect.  As  a  world  leader  in  semiconductor  technology  thot  quest  for  quality  will  never  end.  > 


MOTOROLA 


Quality  Means  The  World  To  Us? 


i.  Motorola  ond  Symphony  ore  trademarks  of  Motorola.  Inc.  ©  1990  Motorola.  Inc. 
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AMONG  THE  GOALS  SET  BY  COOPER:  STREAMLINE  OPERATIONS  AND  FORGE  STRATEGIC  ALLIANCES 


AT  UPJOHN,  A  GRIM 
CHANGING  OF  THE  GUARD 


Ley  Smith  inherits  the  problem-plagued  drugmaker  at  a  critical  juncture 


For  Robert  Farmer,  the  crisis  at  Up- 
john Co.  hit  home  in  late  March, 
during  a  Saturday  brunch  at  the 
Kalamazoo  Country  Club.  That's  when 
he  spotted  Theodore  Cooper,  Upjohn's 
chief  executive,  frailly  entering  the  din- 
ing room.  It  became  clear  then  that  the 
64-year-old  Cooper  was  losing  his  battle 
against  bone  marrow  cancer.  "It  was 
sad  to  see  him  like  that,"  recalls  Farmer, 
a  former  Upjohn  materials  manager. 

For  Upjohn,  Cooper's  sudden  decline 
couldn't  come  at  a  worse  time.  Cooper, 
the  company's  first  CEO  from  outside  its 
founding  family,  was  trying  to  get  the 
107-year-old  pharmaceutical  giant 
through  a  rough  period  of  lackluster 
growth,  a^ing  products,  and  rising  pub- 
lic furor  over  health-care  costs.  But  on 
Apr.  14,  he  was  admitted  to  the  Univer- 
sity of  Virginia  Hospital,  suffering  from 
severe  respiratory  problems. 

With  its  chieftain 
gravely  ill,  the  Kala- 
mazoo (Mich.)  com- 
pany is  scrambling 
to  adapt.  Cooper  has 
kept  his  CEO  title, 
but  Ley  (pronounced 
Lee)  S.  Smith,  58,  a 
35-year  Upjohn  vet- 
eran, has  taken  over 
his  duties.  The  ques- 
tion now:  Can  Smith 
consolidate  his  pow- 
er while  forging  a 
turnaround? 

SMITH  WILL  CARRY  OUT 
COOPER'S  MAKEOVER 
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Smooth  going  is  far  from  assured.  In 
choosing  Smith,  Upjohn's  board  defied 
speculation  that  William  U.  Parfet,  the 
charismatic  46-year-old  president  and 
great-grandson  of  founder  W.  E.  Up- 
john, was  the  heir  apparent.  For  now, 
even  Parfet's  father,  R.  T.  "Ted"  Parfet, 
who  was  once  Upjohn's  chief  executive 
and  remains  an  influential  board  mem- 
ber, seems  to  agree  that  the  younger 
Parfet  isn't  ready  to  run  the  company. 
GETTING  SENTIMENTAL.  Parfet  junior  is 
playing  the  good  soldier.  He's  content, 
he  says,  with  being  promoted  to  vice- 
chairman.  Even  though  two  other  execu- 
tives hold  that  title  and  his  duties — run- 
ning the  company's  health  businesses, 
worldwide  manufacturing,  and  finance — 
remain  the  same,  he  says  that  he's 
"close  enough  to  the  top  [to]  influence 
change  and  direction." 

But  some  insiders  expect  Parfet  to 


UPJOHN'S  DOSE 
OF  REALITY 


Products  losing  patent  protection  by  May, 
1994 

Drug 

1992  sales 

Millions 

Percent  of 
total  sales 

XANAX 

$650 

18% 

MICRONASE* 

267 

7 

HALCION 

131 

3 

ANSAID 

152 

4 

'Includes  some  Glynase  sales 

DATA  ARGUS  RESEARCH  CORP 


grow  restless.  Last  year,  an  employe 
asked  him  if  he  was  looking  forward  t 
a  seat  in  Upjohn's  corner  office.  Parfi 
got  sentimental,  launching  into  a  speec 
that  ended  with  him  heartily  caressin 
his  stomach  and  conceding:  "It  wou 
make  me  feel  real  good  inside."  Evej 
today,  Parfet  says:  "If  someday  I': 
tapped  to  run  the  company,  I  should  \[ 
delighted 

The  people-oriented  Smith,  meanwhi 
will  have  a  hard  time  emulating  Co] 
per's  intensity.  Smith  endears  himself 
company  underlings  with  a  steel-la 
memory  for  names  and  details,  wh: 
Cooper's  intense  and  serious-minded  n 
ture  earned  him  a  reputation  as  a  work 
holic.  Indeed,  even  as  his  health  beg 
to  deteriorate,  it  wasn't  uncommon  f 
employees  to  see  Dr.  Cooper,  as  he 
known,  tooling  around  Upjohn  in  an  el 
trie  cart  hours  after  colleagues  h 
gone  home. 

gap  years.  Smith  vows  to  stay  on  ti 
course  Cooper  has  followed  since  takii 
Upjohn's  helm  in  1987.  "As  far  as  I 
concerned,"  says  Smith,  "he's  still  t 
chairman  and  chief  executive."  Th 
means  maintaining  Upjohn's  push  to  ( 
velop  new  products,  forge  strategic  ti 
with  other  drugmakers,  streamline  opi 
ations,  and  cut  the  time  it  takes  to  g 
drugs  through  the  FDA 

Still,  Upjohn  faces  tough  times  ahea 
Four  of  the  company's  leading  produi 
lose  patent  protection  by  mid-19 
(chart).  And  the  Clinton  Administratioj 
push  to  control  health-care  costs  m 
squeeze  earnings.  Smith  concedes  th 
"1994  will  be  a  difficult  year."  But  li 
Cooper  before  him,  he  downplays  t 
impact  of  losing  patent  protection,  s'c 
ing:  "We  would  have  been  damned  fo< 
if  we  hadn't  been  planning  for  that." 

Even  with  the  patent  expiratior 
Smith  says,  "we're  not  expecting  ar 
thing  less  than  a  respectable  year."  Li 
year,  earnings  slid  about  30%,  to 
million,  on  revenues  of  $3.6  billion,  d 
to  accounting  changes  and  restructuri 
charges,  plus  eroding  sales  of  the  sle< 
ing  aid  Halcion.  Upjohn's  earnings  i 
expected  to  rise  slightly  this  year  fn 
that  weak  base.  B 
further  out,  says 
alyst  Sharon  Dors 
Wagoner  of  Arg 
Research  Corp.,  "t 
company's  new  pn 
uct  potential  does 
appear  to  offset 
patent  expiration: 
That's  a  bitter  pill, 
swallow — no  mat 
who  is  running  I 
show. 

By  Ron  Stodghil 
in  Kalamazoo,  Mic, 

COOPER  HAS  BEEN 
SIDELINED  BY  ILLNESS 


Our  most  important  arrival  gate  is  yours. 


For  every  traveler,  there  is  one  all-important 
final  destination.  Home.  So  you'll  feel  better 
knowing  that  our  flight  crews  are  among  the 
world's  most  experienced.  And  that  our  planes, 
at  an  average  age  of  five  years,  are  some  of  the 
youngest  in  the  air.  You  can  be  sure,  wherever 
your  business  takes  you,  getting  you  there  and 
back  safely  to  those  welcoming  arms  is  our 
greatest  passion  of  all. 


A  passion  for  perfection! 


Lufthansa 


For  more  information  and  reservations  call  1-800-645-3880  or 
see  your  Travel  Agent  Lufthansa  is  a  participant  in  the  mileage 
programs  ot  United.  Delta  and  USAir 


SCANDALS  I 


FIAT'S 

RIGHT  TURN 


Coming  clean  on  alleged  bribes 
should  let  it  refocus  on  carmaking 


■  n  nearly  two  decades  as  chief  execu- 
I  tive  of  auto  giant  Fiat,  Cesare  Romiti 
I  has  earned  a  reputation  as  Italy's 
toughest  boss.  But  neither  Romiti's  leg- 
endary fights  with  Fiat's  feisty  unions 
nor  his  marketplace  brawls  with  such 
rivals  as  Volkswagen  and  Peugeot  could 
have  prepared  him  for  what  associates 
say  has  been  the  most  difficult  decision 
of  his  long  career:  going  before  Italian 
magistrates  in  Milan  on  Apr.  21  to  detail 
illegal  payments  made  by  Fiat  to  leading 
Italian  politicians  and  their  parties. 

In  fact,  the  69-year-old  Roman  execu- 
tive had  little  choice.  Just  as  Fiat  is 
locked  in  a  desperate  struggle  to  stay 
competitive,  it  was  being  sucked  deeper 
and  deeper  into  the  anticorruption  inves- 
tigation that  is  reshaping  the  political 
and  economic  face  of  Italy.  By  testify- 
ing, Romiti,  who  is  not  under  investiga- 
tion, hopes  to  contain  the  damage  and 
free  his  managers  to  concentrate  on 
solving  the  business  problems  dogging 
Italy's  largest  company. 
OUT  OF  town.  To  date,  nine  of  Fiat's  top 
executives  have  been  implicated  in  al- 
leged bribes,  and  the  company  says  five 
have  admitted  wrongdoing.  The  scandal 
started  a  year  ago,  when  the  head  of  a 
Fiat  construction  subsidiary  was  jailed 


on  charges  of  paying 
bribes  for  work  on  Mi- 
lan's public  transporta- 
tion system.  In  February, 
two  more  executives,  in- 
cluding the  group's  chief 
financial  officer,  were  ar- 
rested on  corruption 
charges,  and  carabinieri 
raided  the  executive 
suites  of  Fiat's  Turin 
headquarters.  Then,  on 
Apr.  7,  magistrates  is- 
sued an  arrest  warrant 
for  chief  operating  offi- 
cer Giorgio  Garuzzo,  who 
is  out  of  the  country. 

That,  insiders  say, 
forced  Fiat — which  had  staunchly  denied 
wrongdoing — to  change  its  tune.  On 
Apr.  17,  Chairman  Gianni  Agnelli  con- 
fessed before  a  Venice  meeting  of  top 
industrialists  and  politicians.  "We  have 
all  made  mistakes,"  the  71-year-old  told 
the  hushed  crowd.  "Even  in  Fiat,  some 
episodes  have  been  verified  of  illegal  col- 
lusion with  the  political  system." 

Given  the  other  troubles  it  faces,  Fiat 
needs  to  get  the  scandal  behind  it  as 
quickly  as  possible.  Delicate  negotiations 
to  bring  in  France's  Renault  as  a  strate- 
gic partner  in  Fiat's  auto  division  are 
now  said  to  be  on  hold.  Meanwhile,  the 
European  car  market  is  in  a  tailspin: 
Industry  sales  plunged  more  than  17'  i  in 
the  first  quarter.  Fiat,  with  an  aging 
model  lineup,  is  shutting  down  produc- 
tion as  its  share  of  the  key  Italian  mar- 
ket has  slumped  to  a  record  low  of  44'^. 

To  fight  back,  the  company  is  imple- 
menting a  huge  investment  program  to 
modernize  and  churn  out  new  models. 


CEO  ROMITI  SPOKE  UP  AFTER 
HIS  NO.  3  EXEC  WAS  CHARGED 


This  year,  investme 
are  pegged  at  $4  billi 
A  lot  is  riding  on  b 
quickly  Fiat  can  win 
ceptance  for  its  slee 
styled  new  compj 
scheduled  to  be  unve 
at  next  Septembe 
Frankfurt  Auto  Shows 
But  finding  the  ri 
people  to  run  Fiat  cti 
be  the  group's  biga 
challenge.  The  success 
scenario  planned  for  r 
1994,  when  both  Roi 
and  Agnelli  were  du< 
retire,  will  probably  n 
to  be  reworked.  Un 
the  plan,  Garuzzo  vvas  to  have  succee 
Romiti  as  CEO,  while  58-year-old  'V 
Chairman  Umberto  Agnelli  would 
place  brother  Gianni. 

Now,  say  Fiat  insiders,  changes  at 
top  could  accelerate.  One  plan  ur 
consideration  is  said  to  involve  bring 
in  as  CEO  an  outsider — possibly  Rom 
Prodi,  the  former  head  of  state  hol( 
company  [RI.  Or  Umberto  Agnelli 
take  over  both  as  chairman  and  CEO 
Surprisingly,  the  markets  are  chee; 
the  prospects  of  change  at  Fiat, 
shares,  already  up  50'/  this  year,  jun 
an  additional  595  when  the  company 
it  would  cooperate  with  prosecut 
And  with  82$  of  Italians  voting  to 
form  the  country's  outmoded  elect 
system  in  a  key  national  referendun 
Apr.  20,  optimism  seems  to  be  retun 
to  Italy  as  a  whole.  Both  the  cou: 
and  its  most  important  company  loo 
if  they're  serious  about  cleaning  ho 
By  John  Rosso nt  in  h 


WORKPLACE  I 


BIG  IDEAS  FOR 
LITTLE  GIRLS 


A  national  clay  for  parents  to  bring 
them  to  work  may  inspire  careers 


Accompanying  Mom  to  the  office 
is  no  big  deal  for  14-year-old 
Erika  Self.  She  has  been  roam- 
ing the  halls  of  Warner-Lambert  Co.'s 
Morris  Plains  (N.J.)  offices  since  she 
was  just  a  toddler.  But  when  she  returns 
on  Apr.  28  with  her  mother,  Evelyn  Self, 
Warner-Lambert's  director  of  communi- 
ty affairs,  Erika  will  have  plenty  of 
company. 

The  reason?  Take  Our  Daughters  To 
Work,  an  event  sponsored  by  the  Ms. 
Foundation  for  Women.  Originally  in- 
tended to  be  a  pilot  project  in  New  York 


OFF  TO  THE  SALT  MINES:  ERIKA  SAYS  GOOD-BYE 
THE  DAY  TO  HER  MOTHER,  EVELYN 


FOR 


City,  the  program  has  surprised  its  orga- 
nizers by  winning  enthusiastic  support 
across  the  country.  Erika  will  be  among 
an  estimated  500,000  girls  aged  9  to  15 
who  will  trail  mothers  and  fathers  into 
corporate  offices  and  government  agen- 


cies in  search  of  a  glimpse  of 
work  world.  Plenty  of  big  coi 
nies  plan  to  welcome  the  girls 
open  arms,  including  NYNEX,  J 
son  &  Johnson,  Nike,  Du 
and  Ford. 

oil  changes.  Many  employers 
going  further  than  simply  pui 
out  a  welcome  mat.  After  att 
ing  workshops,  the  90  girls  ex 
ed  to  visit  Liz  Claiborne  Inc. 
join  teams  to  develop  a  fashior 
lection.  At  People  magazine 
60  girls  who  are  scheduled  to 
will  work  on  Macintosh  compi 
to  design  a  People  cover.  TI 
also  participate  in  a  photo  coi 
and  write  stories  about  their 
The  winning  story  and  picture 
be  part  of  a  miniature  People  mag; 
that  will  be  sent  to  all  participants. 

But  the  program  has  caught  oi 
yond  New  York  publishers  and  fa; 
houses — both  of  which  are  big  em 
ers  of  women.  At  the  Ford  Motoi 
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FOCUS  YOUR 
BUSINESS  CAREER 
FOR  A  CHANGING  WORLD 

For  twenty  years  EAP  has  run  leading  edge  management 
programmes  from  four  learning  centres  in  Europe. 

The  joint  expertise  and  resources  of  these  learning  centres 
combine  to  make  EAP  a  leader  in  multicultural  management 
development  in  Europe. 

EAP's  European  MBA  focuses  on  developing  the  leadership 
skills,  attitudes  and  business  knowledge  to  operate  across 
Europe  and  around  the  world. 

This  is  the  focus  that  more  and  more  companies  are  looking 
for.  The  focus  that  you  will  require  to  build  your  career 
potential.  EAP's  European  MBA  provides  this  focus 
through  its  international  curriculum,  faculty  from  14 
countries,  multinational  student  body  and  European  Project. 

If  you  want  to  shape  your  career  to  meet  the  challenges  of  a 
complex  and  changing  business  world,  join  our  one  year,  full 
time  European  MBA  in  Paris. 

EAP  Oxford  and  EAP  Madnd  offer  part  time 
versions  of  the  European  M&A  programme. 

EAP  is  a  'Grande  Eco/e'  in  France  and  has 

:hambre  de  commerce  et  d  Industrie  de  paris    university  status  in  Germany 


A  stinging  analysis 
of  poor  management, 
faulty  loans,  (and) 
bad  investments... 


— Publishers 
Weekly 


rtnn 


At  your  bookstore 
or  call  toll-free 
l-800-2-MCCn;kW 


For  information,  please  contact: 

MBA  Admissions  Office 
EAP  Paris 

6  ave  de  la  Porte  de  Champerret 
75838  Paris  Cedex  17 
Phone:  (+33  1)44  09  33  32 
Fax:  (+33  1)44  09  33  35 

EAP  Oxford,  1 2  Meiton  Street 
Oxford  OXI  4JH 
Phone:  (+44  865)  72  45  45 
Fax:  (+44  865)  25  I9  60 

EAP  Berlin 

Europa  Center,  Breitscheidplatz 
1000  Berlin  30 
Phone:  (+49  30)  254  80  20 
Fax:  (+49  30)  254  80  23 1 

EAP  Madrid 

Arroyofresno,  1, 28035  Madrid 
Phone:  (+34  1)38  62  511 
Fax:  (+34  1)37  39  229 
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WATCHING  INTEL 

Is  Intel  a  buy  or  a  sell?  Hard 
to  tell.  On  Apr.  1  2,  the  chip- 
maker's  shares  rose  to  11 7  '/2 
on  the  news  of  record  first- 
quarter  earnings.  Within  days 
the  stock  had  taken  a  big  hit, 
dropping  16  points  on  word 
that  rival  Advanced  Micro 
Devices  may  have  won  the 
legal  right  to  sell  a  clone  of 
Intel's  486  chip.  With  AMD 
moving  ahead,  and  rivals  such 
as  Cyrix  and  Texas  Instruments 
also  cloning  the  silicon,  Intel  is 
feeling  the  heat.  How  much 
heat?  Here's  one  estimate: 


486  MARKET  SHARE 


1991 


1992      1993  1994 


INTEL  82.4%  94.0%  86.3%  72.0% 
AMD  0  0  2.4  10.2 
CYRIX    0       0      1.8  4.5 


Tl 


0       0      1.2  3.1 


IBM     17.6      6      8.3  9.5 


DATA  ROBERTSON,  STEPHENS  I  CO 


NUTRI /SYSTEM:  FED 
UP  AND  SELLING  OUT? 


►  Nutri/System,  the  weight- 
loss  outfit,  may  soon  be  sold. 
Combined,  the  company's 
losses  have  topped  $98  mil- 
lion in  recent  years.  It  also  is 
struggling  to  resolve  the  last 
of  numerous  suits  filed  by 
customers  who  allege  that 
the  diet  has  damaged  their 
gallbladders.  Nutri/System 
denies  liability.  Now,  says 
Dr.  Richard  L.  Gordon,  a  Cal- 
ifornia psychologist  who 
owns  86  Nutri/System  fran- 
chises, the  company  is  negoti- 
ating with  several  buyers 
and  will  probably  be  sold  this 
year — maybe  within  a  month. 
A  company  spokesman  de- 
clines comment. 


KANTO?  AND  THE  EC 
COOL  OFF — HALFWAY 


►  Crisis  averted — sort  of. 
U.S.  Trade  Representative 
Mickey  Kantor  announced  on 


Apr.  21  that  the  U.  S.  will  im- 
pose only  partial  trade  sanc- 
tions against  the  12-nation 
European  Community  for 
giving  preferences  to  Euro- 
pean companies  bidding  on 
EC  government  contracts.  At 
the  last  minute,  the  two  sides 
agreed  on  removing  restric- 
tions that  the  U.  S.  said  had 
kept  its  companies  from  com- 
peting on  an  equal  footing  in 
Europe's  market  for  electri- 
cal generating  equipment. 
Negotiators  failed  to  remove 
similar  restrictions  on  tele- 
communications companies. 
So,  about  half  of  the  $50  mil- 
lion worth  of  retaliation  pro- 
posed by  the  Clinton  Admin- 
istration will  go  into  effect. 


TWO  COURT  VERDICTS 
THAT  SUIT  BUSINESS 


►  Business  scored  two  wins 
from  the  U.  S.  Supreme 
Court  on  Apr.  20.  The  jus- 
tices ruled  5  to  4  in  favor  of 
the  Newark  Morning  Ledger 
Co.,  a  New  Jersey  newspaper 
company,  and  against  the  In- 
ternal Revenue  Service.  The 
decision  allows  companies  to 
write  off  acquired  intangible 
assets,  such  as  newspaper 
subscriber  lists,  bank  deposit 
accounts,  and  brokerage  ac- 
counts, if  they  can  be  accu- 
rately valued.  That  could 
wipe  out  as  much  as  $10  bil- 
lion in  taxes  companies  had 
owed  on  such  assets. 

The  justices  also  ruled 
unanimously  that  Hazen  Pa- 
per, a  small  Holyoke  (Mass.) 


A  SMALLER  BASKET  MIGHT  ALSO  BE  IN  ORDER 


When  Dan  Calhoun  of  Bloo- 
mington,  111.,  won  $1  million  by 
heaving  a  basketball  nearly  full- 
court  for  a  swish,  he  wasn't  the 
only  one  to  luck  out.  Sponsors  of 
the  Chicago  Bulls'  promotion — 
restaurant  chain  Lettuce  Enter- 
tain You  Enterprises  and  Coca- 
Cola — had  paid  $5,000  to  insure 
21  long-range  shots  during  inter- 
missions in  Bulls  games.  When 
Calhoun  swished  in  during  the 
twentieth  contest,  American  Hole  'N  One,  an  Oakwood  (Gil 
insurer  that  specializes  in  risky  events,  faced  a  big  payout.  \ 
But  Hole  'N  One  got  lucky.  The  sponsors  had  forgotten  j 
have  Calhoun  sign  a  required  waiver  that  he  had  never  shj 
college  hoops.  Turned  out  he  once  played  for  a  junior  colleg 
Don't  weep  for  Calhoun,  though.  Fearing  public  outrage  ai] 
potential  lawsuits,  the  Bulls  and  sponsors  ponied  up.  And  Hcj 
'N  One?  It  plans  to  insure  the  event  next  year — for  a  mtii 
fatter  fee.  It  now  calculates  the  odds  of  a  swish  at  just  20  to  I 


company,  had  not  practiced 
age  discrimination  when  it 
fired  Walter  F.  Biggins,  then 
62,  just  before  he  was  due  to 
vest  in  its  pension  plan.  The 
court  said  the  firing  was 
O.  K.  as  long  as  it  wasn't  mo- 
tivated by  negative  stereo- 
types about  older  workers. 


MORE  HARD  TIMES 
FOR  HARD  DISKS 


►  You'd  think  these  guys 
don't  like  making  money.  Af- 
ter riding  the  personal-com- 
puter boom  for  nearly  two 
years,  makers  of  computer 
disk  drives  are  at  war  over 
prices  again.  New  software 
that  eats  up  lots  of  memory 


has  created  a  glut  of  driv 
holding  less  than  120  mill} 
bytes  of  data,  and  some  pit 
ers  aren't  ready  with  bigg 
drives  yet.  Prices  fell  abo 
10  '  in  the  first  quarter,  nei 
ly  double  the  usual  declir 
That  drop  helped  push  C( 
ner  Peripherals,  the  No 
drive  maker,  into  a  $22.5  nl 
lion  loss  in  the  first  quart 
Now,  Conner  plans  to  cut 
staff  by  107c  Earnings  ha 
also  declined  at  No.  1  Si 
gate  Technology. 


ANEW  TRAIL  BOSS 
FOR  MARLBORO 


►  It's  tough  being  a  toba(£ 
guy  these  days.  The  head! 
Philip   Morris  USA,  Williij 
Campbell,  launched  a  pri 
war  when  he  announced  til 
the  company  would  lower  | 
price  of  Marlboro  cigaretl 
by  some  20%,  and  he  is  n| 
taking  the  fall  for  Marlborll 
loss  of  market  share  to  k 
priced  smokes.  On  Apr.  ( 
Philip  Morris  announced  tlH 
Campbell  has  a  new  bosii 
and,  effectively,  a  demotil 
Campbell,  will  now  reportl 
Geoffrey  Bible.  A  veteran! 
the  tobacco  industry,  Bill 
becomes  executive  viee-pni:| 
dent  and  will  be  responsie 
for  Philip  Morris'  tobacco  I 
erations  worldwide. 
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"SOME  BUSINESS 
TRAVELERS 
TAKE  THE  TROUBLE 
TO  CALL  US  IN 
ADVANCE.  THAT'S 
WORTH  SOMETHING 
IN  MY  BOOK." 


iave  up  to  30%  off  our  regular  corporate  rate  by  purchasing  your  room 
7,  14  or  21  days  in  advance.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS  •  RESORTS  SUITES 


AIG  IS  3-4,000  PEOPLE  WORLDWIDE  WITH  INSURANCi 
KNOWLEDGE  SECOND  TO  NONE.  In  1 30  countries  and  jurisdictions  jfl 
Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919,  AIG  has  an  international  traditi 
other  insurers  have  only  recently  attempted  to  create.  We  learned  long  ago  that  service  means  haim 


al  people  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  of 
tovation  and  responsiveness.  All  oj  which  has  made  the  A1G  Companies  the  preferred  insurance 
inersfor  businesses  seeking  global  growth  opportunities.  Wherever  those  businesses  are  based. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept  A.  70  Pine  Street.  New  York.  NY  10270. 


Introducing 

mr  UniPlail 

SM 

The  best  business  long  distance  and 
Hie  most  reliable  800  service  combined. 


It's  the  best  of  both  worlds,  in  a  single 
service,  for  companies  with  monthly  out- 
bound long  distance  and  800  service 
expenditures  of  $2,000 
to  $85,000. 

With  AT&T  UniPlan 
Service,  you  get  the  fast- 
est call  set-up  time,  the 
highest  call  completion 
rate  and  the  most  reliable 
network  in  the  business.* 
Together  with  the 
assurance  of  dedicated, 
responsive  service,  24 
hours  a  day,  7  days  a  week, 
by  a  thoroughly  trained 
UniPlan  specialist.  You 
get  a  single  point  of 
contact— a  true  professional— who  will  per- 
sonally resolve  any  issues  you  might  have. 

Domestic  or  international  calls,  single 
or  multilocation  businesses—  UniPlan 

AT&T  The  Best 


©  1993  AT&T 

'Comparisons  based  on  4Q 1992  AT&T  Bell  Labs  nationwide  test  results  on 
switched  services  if  our  major  competitors.  "Credit  is  equal  to  13.7%  of 
the  actual  annual  UniPlan  usage  up  to  $100,000  a  year  for  two  years.  Other 
conditions  and  restrictions  may  apply.  Exclusive  of  term  plan  and  other 
promotional  offers.  Sign  up  by  5/31/93  and  accept  installation  by  7/15/93. 


Service  works  for  all  of  them,  and  does  it 
with  one  bill. 

The  message  is  clear.  AT&T's  new 

UniPlan  Service  was  de- 
signed from  day  one  to 
give  you  more:  more 
efficiency,  more  produc- 
tivity, more  reliability, 
more  profits. 

There'll  never  be  a 
better  time  for  your  busj 
ness  to  come  back  to 
AT&T  Switch  to  AT&T 
UniPlan  Service  now  and 
we'll  give  you  a  usage 
credit  of  up  to  $200,000 
over  2  years.**  That's  like 
getting  up  to  one  hun- 
dred free  days  of  AT&T  quality,  reliability 
and  service.  For  full  details,  call  your 
Account  Executive  or 
1800  858-4864,  Ext.  147. 

in  the  Business. 


joo. 

Days  of 

Free 

Calls. 


AT&T 


EDITED  BY  STEPHEN  H  WILDSTROM 


NKLE  SAM  WANTS  TO  FIX  POTHOLES 
ITH  YOUR  PENSION  FUND 


iagine  that  you're  Bill  Clinton.  You  want  to  spend  tens  of 
illions  of  dollars  on  new  roads  and  bridges,  worker  train- 
g,  affordable  housing,  and  inner-city  development.  Every- 
e  you  look,  you  see  stunning  shortfalls  in  public  invest  - 
.  But  you  have  no  money.  And  a  newly  deficit-conscious 
be,  which  is  refusing  to  pass  a  modest  urban-spending  in- 
/e,  is  not  about  to  provide  much  help.  What's  an  activist 
dent  to  do? 

his  search  for  funds,  Clinton  is  casting  a  hungry  eye  on 
/orld's  biggest  pool  of  money:  $4  trillion  worth  of  pension 
,s.  At  least  three  Cabinet 
s— Robert  B.  Reich  of  Labor, 
y  G.  Cisneros  of  Housing  & 
n  Development,  and  Federico 

of  Transportation— have  urged 
ion-fund  managers  to  target 

of  their  investments  toward 
c  needs.  The  Clintonites  "are 
utely  passionate  about  rebuild- 
imerica,"  says  one  congression- 
le,  "and  they  are  desperate  to 
ways  to  finance  it."  But  only 
small  pilot  project  has  gotten 
r  way:  Cisneros  has  joined  in  a 
ership  with  the  afl-CIO's  Hous 


HUD'S  CISNEROS:  ONLY  THE  AFL-CIO  HAS  PITCHED  IN 


ivestment  Trust  that  will  pump  $500  million  of  union  pen- 
money  into  low-income  housing. 

OPTIONS.  Clintonites  came  to  Washington  gung-ho  for 
ng  pension  assets  into  public  infrastructure.  But  while 

are  pressing  ahead  with  a  sweeping  review  of  pension 
|  officials  don't  expect  much  action  this  year.  So  far,  they 
n't  found  a  way  both  to  boost  public  investment  and 
■ct  retirement  money.  Congress  is  already  worried  about 
olvency  of  the  Pension  Benefit  Guaranty  Corp.,  which  in- 
|  private  pensions.  Any  attempt  to  push  plans  into  taking 
t  risks  will  meet  stiff  resistance  both  on  Capitol  Hill  and 

pension-fund  administrators. 

ternative  routes  to  the  pension  pot  of  gold  face  similar  op- 


position. Administration  officials  have  discussed  taxing  the  as- 
sets of  plans  or  setting  targets  of,  say,  5%  of  assets  to  be  ear- 
marked for  social  investment.  At  least  half  a  dozen  states  have 
set  investment  goals  for  public-employee  funds,  but  most 
have  failed  to  meet  the  targets  because  available  opportunities 
are  too  risky. 

But  don't  underestimate  Clinton.  He  could  settle  on  a  feder- 
al revolving  fund  that  would  provide  seed  money  to  encourage 
private  infrastructure-investment.  Trouble  is,  he  doesn't  have 
the  money  to  get  such  a  program  off  the  ground.  There  is  a 
less  expensive  alternative,  proposed 
earlier  this  year  by  a  congressional 
infrastructure  commission.  It  recom- 
mended federal  loan  guarantees  to 
insure  pension  investments  in  roads, 
bridges,  and  the  like.  But  Clinton 
aides  are  wary  of  yet  another  quasi- 
governmental  enterprise  that  will 
create  liabilities  for  the  Treasury. 
FRESH  PLAY.  In  the  short  term,  Clin- 
ton may  settle  for  symbolic  efforts 
and  a  lot  of  jawboning.  Some  aides 
favor  a  national  data  base,  which 
would  offer  a  list  of  projects  for  pen- 
sion investors  to  peruse.  That  may 


appeal  to  some  pension  fund  managers,  who  face  their  own 
challenge.  Thanks  to  low  interest  rates  and  a  stagnant  stock 
market,  high  returns  are  hard  to  find.  So  they  are  interested 
in  the  potentially  high  yield  from  privatized  infrastructure. 

Since  pension  law  already  permits  such  investments,  activ- 
ity could  easily  pick  up.  "Structured  properly,  there's  an  appe- 
tite to  finance  these  projects  in  the  private  market,  even 
without  government  guarantees,"  says  Eileen  Austin,  a  part- 
ner at  Elkind  &  Austin,  Los  Angeles  consultants.  "The  gov- 
ernment's role  may  be  to  encourage  them  from  the  bully 
pulpit."  For  now,  that  may  be  all  that  Bill  Clinton— whose 
will  is  so  much  greater  than  his  wallet— can  afford. 

By  Howard  Gleckman,  with  Christina  Del  Voile 


ITALWRAPUPI 


REPRENEURS 


loping  for  a  Presidential  appoint- 
Iment,  but  worried  about  nanny- 
problems  haunting  your  confirma- 
hearings?  Two  Silver  Spring  (Md.) 
•epreneurs,  inspired  by  the  misfor- 
3s  of  would-be  Attorneys  General 
Baird  and  Kimba  Wood,  have  the 
wer  to  your  problem.  For  a  $35- 
•quarter  service  charge,  Nannies 
|  will  forward  your  state  and  feder- 
iayroll  taxes  and  take  care  of  the 
>mpanying  paperwork.  Kathleen  M. 
ab,  who  started  the  service  with 
Jier  Alan  Heilbron,  says  business  at 
month-old  company  is  "better  than 
thought."  Webb  declines  to  name 


her  clients,  but  she  reports:  "We're 
getting  a  lot  of  professionals  interested 
in  this,  people  who  are  fairly  high  pro- 
file in  the  community." 

THE  SENATE  

Considering  the  beating  that  Presi- 
dent Clinton's  stimulus  program  is 
taking  in  the  Senate,  it's  ironic  that 
the  White  House  may  someday  regard 
early  1993  as  a  golden  age  on  Capitol 
Hill.  But  chances  are  that  it  will  be 
all  downhill  for  the  Democrats,  who 
now  hold  a  57-43  Senate  edge.  The 
most  immediate  threat  is  the  poten- 
tial loss  of  the  Texas  seat  of  Treasury 
Secretary  Lloyd  M.  Bentsen,  now  held 
by  appointed  Senator  Bob  Krueger. 


The  first-round  primary  will  be  held 
May  1  with  a  June  runoff  likely.  But 
the  real  danger  is  the  1994  midterm 
election.  Thirty-six  seats  will  be  up, 
and  22  of  them  are  now  held  by  Demo- 
crats, making  Democratic  losses  likely. 

Both  parties  have  some  serious  vul- 
nerabilities. To  start  with,  John  C. 
Danforth  (R-Mo.)  and  appointee  Harlan 
Mathews  (D-Tenn.)  have  announced 
they  won't  run.  Minnesota  Republican 
David  Durenberger  hasn't  announced 
his  intentions,  but  his  recent  federal 
fraud  indictment  haves  him  in  limbo. 
And  75-year-old  Howard  M.  Metzen- 
baum  (D-Ohio)  may  well  retire.  Eleven 
new  senators  were  elected  last  fall,  in- 
eluding  five  who  beat  incumbents. 
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THE  U.S.  INITIATIVES  INCLUDE  TARGETING  INDUSTRIES,  SUCH  AS  COMPUTERS 


JAPAN,  THEY  CALL 
IT  'CLINTON  SHOCK' 

The  President  takes  a  battering  ram  to  intransigent  trade  policies 


Wilfred  J.  Corrigan,  chief  execu- 
tive of  LSI  Logic  Corp.  and  a 
director  of  the  Semiconductor 
Industry  Assn.,  is  a  staunch  Republican. 
He  doesn't  like  many  of  Bill  Clinton's 
policies.  But  when  it  comes  to  Japan,  he 
says,  "the  Clinton  Administration  is 
right  on  [target]."  Corrigan's  company 
and  other  chipmakers  have  benefited 
from  Washington's  help  in  reaching  a 
20%  share  of  Japan's  market  over  the 
past  seven  years,  up  from  8.67'.  Corri- 
gan  figures  the  only  way  to  deal  with 
Japan  is  to  be  tough,  turn  up  the  pres- 
sure, and  set  quantifiable  goals.  "It's 
got  to  be  measurable,"  he  says.  "Other- 
wise you  get  vague  statements  that 
things  are  going  to  get  better." 

That's  what  Clinton  and  his  trade 
team  think,  too,  and  that's  what  they 
pressed  for  in  mid  April  when  Prime 
Minister  K;iehi  Miyazawa  visited  the 
White  House.  Unlike  previous  Presi- 
dents, Clinton  put  economic  issues  front 
and  center,  ahead  of  traditional  national 
security  concerns.  The  tone  was  busi- 


nesslike, and  there  was  little  of  the  usu- 
al banter.  Rather  than  just  exhorting  Ja- 
pan to  open  its  markets,  Clinton  laid  out 
a  new  menu  of  trade  measures  aimed  at 
reducing  a  widening  $50  billion  deficit. 
clean  break.  The  Clinton  policy  marks  a 
clean  break  with  the  past.  It  jettisons 
the  notion  that  Japan  will  eventually  em- 
ulate U.  S.  ways.  Says  Laura  D'Andrea 
Tyson,  chair  of  the  Council  of  Economic 
Advisers:  "Our  view  is,  yeah,  Japan  real- 
ly is  different.  Even  the  Japanese 
say  .  . .  they  have  a  different  system  of 
capitalism."  So  forget  Carla  A.  Hills'  vel- 
vet crowbar.  Bill  Clinton  wants  to  wield 
a  battering  ram. 

Already,  U.  S.  Trade  Representative 
Mickey  Kantor  is  mulling  punitive  tar- 
iffs on  Japanese  imports  if  Tokyo's  new 
$117  billion  stimulus  package  doesn't  re- 
sult in  purchases  of  U.  S.  supercom- 
puters. Reflecting  their  new  penchant 
for  targeting  specific  industries,  officials 
are  also  planning  an  assault  on  Japan's 
insurance  market,  hoping  to  get  U.  S. 
insurers  a  guaranteed  slice.  U.  S.  auto- 


parts  makers  are  working  with  Wasi 
ington  to  hold  the  Japanese  to  the] 
promise  to  purchase  $19  billion  in  U. 
parts  by  March,  1994.  And  the  U.! 
semiconductor  industry  is  banking  < 
Kantor's  insistence  on  an  average  2C 
share  of  Japan's  chip  market  for  all 

um. 

What's  more,  on  Apr.  30,  the  Cq 
merce  Dept.  may  cite  Japan  for  exclu 
ing  U.  S.  construction  companies  frc| 
airport  contracts.  If  Tokyo  fails  to  agrf 
to  concessions  within  60  days,  the  U. 
would  bar  Japanese  companies  from  b 
ding  on  U.  S.  airport  contracts.  "Tou 
rhetoric  is  fine,"  says  one  Administ: 
tion  official.  "But  the  Japanese  ha 
been  feeding  at  our  trough  for  30  yea 
We  have  to  show  we  mean  it  this  timi 

The  combination  of  Clinton's  polici- 
including  pressure  for  a  stronger  y 
(page  47),  is  being  called  "Clinton  shoe 
in  Tokyo,  and  Japanese  leaders  are 
sisting.  Miyazawa  flatly  rejected  mark 
share  targets  for  U.  S.  goods,  and  Mir 
try  of  International  Trade  &  Indusi 
Vice-Minister  Noboru  Hatakeyama 
sists  "we  absolutely  will  not  respond 
unreasonable  requests." 

But  once  passions  cool,  the  U.  S.f 
prepared  to  be  flexible  on  how  it  acta 
ly  measures  results.  Among  the  optkl 
to  be  offered  by  U.  S.  negotiators:  sf 
stituting  less  onerous  export-growth  $ 
gets  for  market-share  goals  and  meas|': 
ing  the  extent  to  which  Tokyo  adof 
universal  standards  rather  than  oil' 
unique  to  Japan.  U.  S.  policymakers 
lieve  these  choices  offer  enough  ro  ' 
for  compromise  and  note  that  Japan  1 i: 
accepted  such  other  "managed  trai* 
measures  as  voluntary  restraints  * 
auto  and  steel  exports.  "The  Japan  1 
have  always  shown  an  ability  to  adjl  S 
and  they  will  this  time,  too,"  pred 
Senator  Jay  Rockefeller  (D-W.  Va.).  * 

Even  if  the  Japanese  eventually  s\ 
low  the  new  terms,  the  policy  hasn't  ■' 
caped  criticism  at  home.  Free  trac 5. 
are  aghast.  And  others  say  Clintoi  t 
weak  on  follow-through  and  worry  1  51 
when  push  comes  to  shove,  the  Pi  s~ 
dent  will  shrink  from  retaliation. 

Japan  may  not  like  Clinton's  strata  * 
But  it  may  grow  to  appreciate  the  i  fc 
clarity  in  U.  S. -Japan  relations.  "The  ' 
no  confusion  anymore"  between  (  ■ 
gress  and  the  White  House,  or  the  S 
Dept.  and  the  trade  representative,  s  ' 
Clyde  V.  Prestowitz  Jr.  of  the  Econc 
Strategy  Institute.  At  last,  the  U.  S 
singing  out  of  one  hymn  book  on  tr  ■■ 
Japan   may   not  like  the  words, 
there's  no  mistaking  the  melody. 

By  Douglas  Harbrecht  and  Amy  Bo 
in  Washington,  with  Richard  Brand 
San  Francisco  and  Neil  Gross  in  Toki 
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IY  THE  SOARING  YEN  WON'T 
RINK  JAPAN'S  TRADE  SURPLUS 


variety  of  reasons,  Tokyo  may  even  benefit 


(resident   Clinton   wastes  few 
words  when  it  comes  to  measures 
to  curb  Japan's  $49  billion  trade 
is  with  the  U.  S.  At  an  Apr.  16 
■  House  press  conference  with 
Minister  Kiichi  Miyazawa,  Clinton 
e  would  like  to  try  "three  or  four" 
trategies.  "No.  1,"  he  said,  is  "the 
Nation  of  the  Japanese  yen." 
h  the  President  seconding  what 
ury  Secretary  Lloyd  M.  Bentsen  al- 
had  been  recommending  for 
|  traders  have  driven  the  yen  to 
i  highs  against  the  greenback 
).  That  has  prompted  Japanese  Fi- 
Minister  Yoshiro  Hayashi  and  oth- 
icials  to  all  but  beg  the  Group  of 
industrialized  countries  to  inter- 
before  the  soaring  currency  puts 
id  to  Japan's  fledgling  economic 

iy. 

those  fears  may  be  overblown. 

such  Japanese  export  industries 
tomobiies  and  electronics  are  al- 

meeting  stiff  price  resistance 
;as,  other  industries  will  benefit 
ily  as  the  yen's  rise  slashes  the 
jf  importing  raw  materials.  The 

influx  of  cash  into  the  yen  may 
illow  the  Bank  of  Japan  to  lower 
st  rates.  And  that  will  certainly 
Vtiyazawa's  $117  billion  economic- 
us  plan  an  extra  boost.  "For  the 

as  a  whole,  it  isn't  a  major  blow," 
Jideki  Furuya,  a  senior  economist 
iwa  Research  In- 
who  figures  the 

18%'  rise  in  the 
ear,  to  110  to  the 

will  shave  only 
nths  of  a  percent 
is  year's  2.5%  eco- 

growth. 

of  pain.  Many 
•nists  are  skeptical 
Clinton's  bet  that 
ler  yen  will  curb 
ade  deficit.  They 
e  strong  currency 
mr  Japanese  com- 

to  even  greater 
mcy  and  induce 

to   build  more 

overseas  to  cut  manufacturing 
And  even  if  they  don't,  companies 
iinesses  such  as  chip-etching  and 
;ast  equipment  that  are  dominated 

Japanese  are  in  a  strong  position, 
l't  be  hard  for  them  to  hike  their 
;  prices  to  cover  exchange  rate 


MIYAZAWA  AND  CLINTON:  A  STRONGER  YEN 
IMPERILS  JAPAN'S  RECOVERY 


THE  DOLLAR 
TAKES  A 
TUMBLE 
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changes.  A  high  yen  will  also  raise  the 
cost  of  investing  in  Japan,  which  will 
make  it  even  tougher  for  American  com- 
panies to  penetrate  the  country's  tricky 
market.  In  the  short  run,  the  deficit 
could  soar  as  the  dollar  value  of  Japa- 
nese goods  rises.  Robert  A.  Brusca, 
chief  economist  of  Nik- 
ko  Securities  Interna- 
tional Inc.,  points  out 
that  halving  the  dollar's 
value  against  the  yen 
since  1985  has  had  little 
effect  on  trade  flows. 
"So  why  will  this  next 
move  be  so  important?" 
he  asks. 

That's  not  to  say 
there  won't  be  pain  in 
Japan.  Carmakers,  such 
as  Toyota  Motor  Corp. 
and  Nissan  Motor  Co., 
currently  face  a  shrink- 
ing market  share  in 
America,  and  they  must 
endure  wrenching  restructuring.  And 
Compaq  and  Dell  are  closing  in  on  Japa- 
nese computer  makers  such  as  NEC  on 
their  home  turf. 

But  Japanese  companies  have  other 
options  than  manufacturing  in  high-cost 
Japan.  Despite  the  recession,  they  have 


been  investing  $6  billion  a  year  in  Asian 
countries,  such  as  Thailand,  Malaysia, 
and  Singapore,  building  facilities  for 
making  automobiles  and  numerous  elec- 
tronic components.  This  provides ..  the 
Japanese  with  an  alternative  base  that  is 
less  affected  by  the  yen's  fluctuations. 
The  strong  yen  makes  it  cheaper  to  in- 
vest in  Asia,  where  many  currencies 
track  the  dollar. 

The  Japanese  also  have  adjusted  their 
export  patterns  to  ease  their  dependence 
on  the  U.  S.  Japanese  exports  to  East 
Asia,  for  example,  are  running  at 
around  $10  billion  a  month,  more  than 
the  $9  billion  a  month  that  goes  to  the 
U.  S.  That's  a  smart  game  plan,  given 
that  Asian  markets  offer  hotter  growth 
than  the  recession-plagued  markets  of 
Canada  and  Europe,  where  U.  S.  export- 
ers have  focused  their  efforts. 
sea  change.  Even  for  those  companies 
still  relying  exclusively  on  manufactur- 
ing at  home,  a  higher  yen  can  be  good 
news.  Nippon  Paper  Industries  Co., 
which  buys  wood  chips  from  the  U.  S., 
figures  that  each  one-yen  drop  in  the 
dollar  boosts  its  profits  by  about  $3  mil- 
lion. A  similar  drop  will  bring  Tokyo 
Electric  Power  Co.,  a  big  consumer  of 
imported  oil,  a  $36  million  yearly  profit 
windfall.  And  Nippon  Steel  Corp.,  a  big 
exporter,  won't  be  hurt  much,  because 
its  coal  and  ore  imports  about  match  its 
steel  exports  in  value. 

There's  no  doubt  that  the  rising  yen 
has  been  a  huge  boon  for  Japan's  trou- 
bled financial  industry.  Last  year,  Ja- 
pan's banks  feared  they  wouldn't  meet 
the  stringent  capital  rules  set  by  the 
Bank  for  International  Settlements  for 
1993.  But  there  has  been  a  sea  change. 
First,  the  recovery  of  the  stock  market 
boosted  the  value  of  the  banks'  securi- 
ties holdings  and  increased  their  capital. 
Now,  the  rising  yen  is  further  strength- 
ening their  balance  sheets. 

The  value  of  the  banks'  huge  foreign 
loans — estimated  at  $920  billion  in  Sep- 
tember— has  plummeted  in  yen  terms 
because  they  were  largely  denominated 
in  dollars.  That  will  free  capital  and  give 
them  leeway  to  step  up  lending  at  home. 
Some  Japanese  bankers  think  that  every 
one-yen  rise  might  free  as  much  as  $40 
million  in  capital  at  each  of  the  biggest 
banks. 

It  may  be  that  of  all  the  different 
measures  that  President  Clinton  is  con- 
sidering to  redress  trade  imbalances 
with  Japan,  devaluation  of  the  dollar  is 
probably  the  easiest  one  for  the  Japa- 
nese to  accommodate. 

No  wonder  Japanese  policy  makers 
appear  to  be  resigned  to  a  higher  yen, 
despite  the  protests  from  Corporate  Ja- 
pan. It's  something  they  know  they  can 
live  with. 

By  Larry  Hoi  yoke  in  Tokyo,  with 
Stanley  Reed  in  New  York 
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PRIVATIZED  PORK  Tatar's  leaders  turned  the  salmachi  state 

FARM  INTO  A  CO-OP  AND  GAVE  IT  A  THREE-YEAR  TAX  BREAK 


INVESTING-CLASS  HERO  the  rossianochka  c 

ING  FACTORY  IN  VOLGOGRAD  HAS  200  SH AREHC 


RUSSIAI 


HOW,  FAULT  LINES 
SPLIT  RUSSIA  ITSELF 


Even  if  Yeltsin  wins  the  referendum,  he  must  placate  local  leaders 


Like  the  former  Soviet  Union  before 
it,  Russia  itself  is  now  in  danger  of 
splitting  apart.  Frustrated  by  the 
political  chaos  in  Moscow  and  angered  at 
growing  economic  malaise,  the  mosaic  of 
the  88  political  subdivisions  that  make 
up  the  Russian  Federation  is  beginning 
to  take  charge.  Localities  and  regions 
are  seizing  control  over  their  own  oil 
reserves  and  precious  metals.  They're 
challenging  Moscow's  role  as  tax  collec- 
tor and  policy  dictator.  Some  energetic 
local  leaders  are  moving  even 
faster  than  President  Boris 
Yeltsin  had  planned  to  priva- 
tize state  companies.  At  the 
same  time,  conservative  lead- 
ers in  other  areas  are  pulling  in 
precisely  the  opposite  direction. 

These  centrifugal  forces 
could  gain  speed  should  Yeltsin 
lose  big  in  a  national  referen- 
dum on  Apr.  25  and  resign.  But 
even  if  he  wins  and  stays  in 
power,  he  could  be  caught  up 
in  the  same  tornado  of  intense 
change  that  brought  about  the 
demise  of  Mikhail  Gorbachev 
and  the  Soviet  Union.  The  criti- 


cal question  facing  a  victorious  Yeltsin 
will  be  whether  he  can  shrewdly  forge 
policies  that  empower  the  regions  while 
leaving  a  central  government  with  real 
authority.  "The  only  way  forward  is  de- 
centralization," says  economist  Grigory 
Yavlinsky,  a  former  Gorbachev  adviser. 
"But  what  we  have  now  is  disintegra- 
tion— a  chaotic,  unmanageable,  even 
criminal  decentralization." 

Look  at  a  map  of  Russia  and  you  see 
one  challenge  to  Moscow  after  another. 


48  BUSINESS  WEEK/MAY  3,  1993 


volga  river 


Chelyabinsk 

REGION 


KAZAN  I, 

REPUBLIC  OF 
TATARSTAH 


CHELYABINSK 


VOLGOGRAD 
REGION 


KAZAKHSTAN 


VOLGOGRAD  /' 


The  fprmer  Soviet  autonomous  repubn 
of  Yakutia  (now  known  as  Sakha)  ajr 
Tatarstan,  for  example,  have  dec-law 
sovereignty  over  natural  resources,  sui 
as  oil  and  diamonds.  They  want  to  mi 
these  as  collateral  to  seek  loans  tm 
foreign  banks  and  to  issue  their  oil 
credits — moves  that  could  add  to  Effl 
sia's  2,0007'  annual  inflation  and  $84  ft 
lion  in  foreign  debt. 

In  Siberia,  19  different  regions  led  I: 
Tomsk  and  Krasnoyarsk  have  teamed)! 
to  form  the  Siberia  Assn.,  which  m 
pendently  aims  to  export  Siberian 
sources  to  the  West  and  not  share  ea 
ings  with   Russia.  Since  Siberia  H 
independent  access  to  big  Pacific  s 
ports,  the  threat  is  real.  Not  surprisi: 
ly,  Russian  Prime  Minister  Viktor  C. 
nomyrdin  sharply  criticized  the 
sociation  at  its  founding  meeting 
February.  "There  will  be  no  strong 
sia  if  the  regions  are  strong.  We  do 
need  strong  regions,"  he  told  them 
ignored  laws.  Even  Drogressive 
gions  such  as  Nizhni  Novgorod,  w 
boldly  introduced  Yeltsin's 
forms,  are  raising  eyebrows 
Moscow.  Reform-minded  Ni 
ni  Novgorod  Governor  B(l 
Nemtsov  is  calling  for  grea$ 
local  tax-  and  fund-raising  pi| 
ers,  threatening  some  of 
central   authority's  biggjfc 
roles.  Nemtsov,  a  34-year- 
physicist,  has  moved  fast 
privatize  local  stores  and  inc 
try.  He  thinks  most  econoil 
reform  decisions  should  1 
volve  to  the  local  level. 

But  elsewhere,  the  winds  I 
blowing  the  other  way.  In  | 
major  industrial  regions 
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abinsk  and  Novosibirsk,  conserva- 
egional  councils  have  tried  to  stall 
government's  privatization  effort, 
ing  Russian  law  and  a  presidential 
e,  they  decided  to  suspend  privati- 
1  auctions.  They  made  their  moves 
investors  from  Moscow  and  other 

of  Russia  purchased  shares  of  lu- 
e  regional  enterprises,  threatening 

control,  business  week  visited 
abinsk,  along  with  Tatarstan  and 
)grad  (box)  to  assess  three  differ- 
ersions  of  regionalism. 
?  growing  clout  of  Russia's  regions 


Tatarstan 


CAUSING  YELTSIN  GRIEF 

o  Russian  flags  fly  in  the  city  of 
Kazan.  Instead,  the  green,  red, 
white  flag  of  Tatarstan  flutters, 
ough  it  is  surrounded  by  Russia  on 
sides,  Tatarstan  considers  itself  a 
reign  republic. 

is  a  leader  in  the  push  for  regional 
nomy  inside  Russia.  The  republic 
.6  million  people  refused  to  sign 
jia's  Federation  Treaty.  Tatarstan 
ts  "associate"  membership:  It  aims 
and  authority  for  defense,  trans- 
ation,  oil,  and  gas  pipelines  to  Mos- 
and  make  all  other  decisions  itself. 
ren  without  formal  agreement,  the 
)n  already  has  begun  carving  out 
omic  independence.  Tatarstan  has 
wed  its  own  constitution,  which 
vs  private  land  ownership.  And  it 
oving  more  slowly  than  Russia  on 
omic  reform  to  keep  living  stan- 
s  from  plunging. 


comes  as  another  blow  for  Western  busi- 
ness executives,  many  of  whom  have 
just  gotten  used  to  dealing  with  former- 
Soviet  republics  that  are  now  indepen- 
dent countries.  Some  find  that  negotiat- 
ing in  a  progressive  region  of  Russia  can 
put  deals  on  the  fast  track.  Others,  how- 
ever, find  regionalism  to  be  one  more 
joke  in  bad  taste.  White  Nights,  an  oil 
venture  of  Phibro  Energy  Production 
and  Anglo-Suisse,  found  itself  in  a  jun- 
gle of  capriciousness  after  plunking  $110 
million  into  a  western  Siberian  oil  ven- 
ture. First,  the  project  was  almost 


Volgograd 


SMOOTH  TRANSITION  

Volgograd,  a  conservative  factory 
and  farm  area,  is  in  the  forefront 
of  privatization,  in  part  because  its  old- 
guard  governor  is  reluctant  to  alienate 
Boris  Yeltsin.  So  far,  some  200  big  en- 
terprises are  moving  through  its  priva- 
tization pipeline — more  than  in  any  oth- 
er Russian  area.  With  the  help  of  the 
World  Bank's  International  Finance 
Corp.,  the  region  has  also  been  the 
first  to  issue  stock  certificates  to  new 
investors. 

But  even  this  obedient  region  is  pull- 
ing away  from  Moscow's  control.  By- 
passing conflicting  privatization  de- 
crees from  Moscow,  local  officials  are 
setting  some  of  their  own  rules.  Mean- 
while, some  complain  that  federal  lev- 
ies on  imported  equipment  discourage 
foreign  investors.  And  Volgograd 
wants  a  bigger  part  of  each  tax  ruble 
it  collects. 


snuffed  out  by  a  national  export  tax  on 
oil.  Then,  regional  and  local  govern- 
ments added  on  tax  after  tax.  Whereas 
White  Nights  once  paid  four  separate 
taxes,  now  it  faces  a  total  of  12. 

The  results  of  the  Apr.  25  referendum 
are  unlikely  to  quell  this  regional  mus- 
cle-flexing quickly.  Indeed,  such  asser- 
tiveness  will  surely  increase  if  new  elec- 
tions for  President  and  Parliament  are 
called,  spinning  out  the  political  confron- 
tation until  this  autumn  or  next  spring. 
At  worst,  this  could  lead  to  an  uncon- 
trolled breakdown  of  power  in  Russia, 
with  its  10,000  nuclear  warheads  and 
army  of  2.8  million  troops. 
'imperial  thinking.'  But  if  Yeltsin  wins 
enough  of  a  mandate  in  the  referendum 
to  act  decisively,  he  could  finally  begin 
building  what  he  calls  a  stable  "full- 
blooded  federation."  That  would  allow 
him  to  implement  market  reforms,  effec- 
tively use  new  pledges  of  $43  billion  in 
Western  aid,  and  attract  more  Western 
investment. 

Even  so,  Russia  would  be  a  profound- 
ly different  place,  with  Moscow  assum- 
ing a  dramatically  different  role.  "The 
government  at  the  federal  level  should 
not  try  to  appear  to  be  capable  of  man- 
aging all  the  regions,  as  it  used  to  do," 
says  Tatarstan  Vice-Premier  Ravil  F. 
Muratov.  "The  quicker  Moscow  gives  up 
its  imperial  thinking,  the  faster  reform 
will  happen  in  Russia."  Much  depends 
on  Yeltsin  heeding  that  advice. 

By  Rose  Brady  in  Kazan  and 
Chelyabinsk  and  Deborah  Stead  in 
Volgograd 


Chelyabinsk 


HARD-LINERS'  REVENGE 

It  didn't  take  long  for  the  conserva- 
tive Chelyabinsk  Regional  Council  to 
nip  Boris  Yeltsin's  privatization  pro- 
gram in  the  bud.  Just  days  after  the 
first  auction  of  local  enterprises,  the 
council  suspended  further  sell-offs. 
The  reason:  "Outside  investors"  from 
Moscow  bought  a  197''  stake  in  one 
profitable  factory. 

Call  it  the  hard-liners'  revenge.  Tak- 
ing a  cue  from  Russia's  Parliament, 
which  has  been  attacking  Yeltsin,  the 
Chelyabinsk  council  is  going  after  the 
region's  chief  executive,  Vadim  P. 
Solovyov,  a  Yeltsin  appoi.itee  who  fa- 
vors fast  reform.  The  council  called 
elections  for  Solovyov's  replacement,  a 
move  that  Yeltsin  has  called  illegal. 
Still,  Yeltsin  could  find  himself  with 
two  governments  in  Chelyabinsk,  fuel- 
ing more  confusion  over  the  pace  and 
substance  of  economic  reform. 


IONAL  BUSINESS 


BUSINESS  WEEK/MAY  3,  1993  49 


WE'VE  GOT  98  BILLION  BRANCHES 
AND  YOU'VE  NEVER  HEARD  OF  US 


Vx  one  ol  the  largest  producers  oi  timber  in  the  I  nited 
States.  Cavenham  Forest  Industries  is  well  known  m  the  world 
of  forest  products. 

Less  well  known  is  the  company  that  ow  ns  it:  Hanson. 

Frankly,  as  a  diversified  industrial  management  company, 
were  used  to  the  fact  that  manv  of  our  businesses  are  better 
known  tli, in  we  are.  Several  ol  them,  in  lad,  are  quite  familiar 
like  Jacuzzi  V\lurl]X)ol  Baths,  Tomraj  Armour  gob  equipment, 
Farberware,  and  Peabody  Coal. 

Bui  we  prefer  to  impress  our  shareholders  with  some- 
thing far  liu  re  important  than  a  list  ol  household  names 
our  track  record.  Which  is  considered  one  ol  the  most  enviable 
m  modern 'financial  history. 

l  or  example,  over  the  last  2X  years  our  earnings  per  share 


have  grown  at  an  annualized  rate  of  19%.  While  our  gross  div  6 
dend  yield  at  year-end  1992  was  6.5"  b. 

And  siiKT'  being  listed  on  the  New  York  Stock  Exchange  in  198™ 
sak^s  have  soared  to  $15  billion  and  net  income  has  nearly  tripled 

Obviously,  there's  a  reason  for  our  success:  A  manag 
ment  philosophy  steeped  in  common  sense.  Namely,  to  ow 
businesses  th.it  provide  basic  goods  and  essentia!  services  lil 
timber,  coal,  and  building  materials.  And  then  to  keep  a  fin 
eye  on  the  bottom  line. 

In  short,  we  are  a  company  run  first  and  foremost  for  tl 
benefit  of  our  shareholders. 

Its  a  view,  we  U'lieve,  that's  as  breathtaking  as  any  you'll  Si 
in  one  ot  our  forests. 

For  a  cop)  ol  I  lanson's  Annual  Re|>or1  call  I  .SOI)  ,S  I  1  \NS()| 

la 
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UIGRKG  VI  KS     (  HKMICALS     (.<>  \l.     CONS'!  Ill  CI  ION  &  lil  I  1 .1 1 1  \< .  I'IKIDI  its      FORKS']    PRODI  CIS  TOBACJ 
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IUTH  AFRICA:  THE  ANC  PASSES 
TEST  OF  LEADERSHIP 


ie  funeral  of  slain  African  National  Congress  leader 
Jhris  Hani  on  Apr.  19  had  all  the  ingredients  of  calamity. 
Dozens  of  heavily  armed  members  of  the  Afrikaner  Re- 
ce  Movement,  a  white  supremacist  organization,  hid  in 
3  across  the  road  from  the  cemetery  in  Germiston,  a  con- 
tive  white  residential  area  east  of  Johannesburg.  At 
me  time,  a  small  group  of  armed  mourners,  gathered  at 
>ccer  stadium  where  a  memorial  was  being  held,  were 
e;  fires  and  throwing  stones  at  the  police, 
encounter  between  these  angry  black 
s  and  the  rightists  might  easily  have 
ed  the  race  war  South  Africa  has  so 
anaged  to  avoid.  But  the  African  Na- 
Congress  (ANC)  urged  mourners  at 
adium  to  keep  away  from  the  ceme- 
ind  most  did.  The  right-wingers  could 

0  excuse  to  open  fire,  and  South  Afri- 
lld  breathe  again. 

her  than  completely  derailing  South 
Cs  attempt  to  find  a  path  to  majority 
the  slaying  of  Hani  by  an  apparent 
extremist  on  Apr.  10  may  have  en- 
d  the  prestige  of  the  ANC  and  its  bid 
e.  Amid  the  turbulence,  it  was  ANC 
lent  Nelson  Mandela  who  played  the 
f  statesman.  In  prime  television  time 
ree  nights,  the  74-year-old  leader  ap- 

1  for  calm.  He  argued  against  racial 
)n,  pointing  out  that  Hani's  alleged  killer  was  apprehend- 
cause  a  white  neighbor  of  Afrikaner  descent  who  wit- 
d  the  murder  reported  it. 

KG  deals.  In  contrast,  President  F.W.  de  Klerk  has 
?d  ineffectual  and  small-minded.  After  the  assassination, 
erk  wanted  to  declare  a  state  of  emergency  around  Jo- 
:sburg  and  deploy  troops  to  head  off  trouble.  Protesting 
uch  moves  would  be  provocative,  the  ANC  cut  a  deal  with 
olice  whereby  it  would  keep  its  own  supporters  under 
)1.  In  return,  the  state-of-emergency  option  was  dropped 


and  police  adopted  a  lower  profile.  Many  observers  saw  this  as 
a  sign  that  while  the  ANC  does  not  hold  the  usual  reins  of  pow- 
er, it  is  already  acting  like  a  government. 

South  African  business  leaders  are  also  beginning  to  appre- 
ciate the  ANC's  moderating  role.  Business  groups  urged  their 
members  not  to  take  action  against  workers  who  took  time  off 
to  mourn  Hani.  Even  more  remarkably,  companies  bankrolled 
many  aspects  of  the  funeral  itself— financing  transport,  food, 
and  other  costs.  The  big  mining  companies  jointly  paid  more 
than  $200,000  for  this  purpose,  while  Coca- 
Cola  Co.  donated  soft  drinks.  "Business  has 
to  help  strengthen  the  position  of  that  sec- 
tion of  the  anc  leadership  struggling  to 
ensure  a  relatively  stable  transition,"  ex- 
plains one  senior  mining  executive. 

He  was  alluding  to  the  problem  that 
Hani's  death  poses  for  the  anc.  As  a  cha- 
rismatic guerrilla  fighter,  Hani  enjoyed 
unique  credibility  with  young  militants, 
who  increasingly  charge  Mandela's  genera- 
tion with  selling  out.  It  remains  to  be  seen 
if  the  older  leaders  can  keep  the  young  li- 
ons under  control  in  his  absence. 

Doing  so  will  be  crucial  as  Mandela  and 
de  Klerk  try  to  refocus  on  negotiating  a 
transition.  Both  sides  view  Hani's  assassina- 
tion as  a  desperate  last  attempt  by  die- 
hard pro-apartheid  elements  to  derail  the 
talks  that  were  beginning  to  bear  fruit.  But  the  crisis  it 
caused  has  convinced  both  the  anc  and  de  Klerk's  National 
Party  that  they  are  sitting  on  a  time  bomb  and  they  had  bet- 
ter make  headway  before  it  goes  off.  The  anc  has  demanded 
that  an  election  date  be  announced  soon,  so  it  can  channel  the 
growing  anger  into  an  election  campaign.  The  weakened  Na- 
tional Party  seems  to  agree.  If  the  many  wild  cards  can  be 
kept  in  check,  Hani's  death  may  yet  have  the  effect  of  speed- 
ing the  transition  to  majority  rule. 

By  Alan  Fine  in  Johannesburg 


IALWRAPUPI 


MAN  LABOR  SHOWDOWN? 

Ianagement  and  labor  are  closer 
to  a  confrontation  in  eastern  Ger- 
y.  Employers  have  rescinded  a 
agreement  that  would  have  al- 
3d  wages  in  the  east  to  rise  to 
tern  levels  by  1994,  which  would 
3  meant  a  26%  increase  this  year, 
powerful  IG  Metall  union  is  now 
ng  its  workers  in  preparation  for  a 
tout.  If  they  approve,  a  strike  af- 
ing  such  industries  as  steel  and 
hinery  could  occur  as  soon  as  May 
conomics  Minister  Giinter  Rexrodt 
;  that  with  productivity  in  the  east 
at  30%  of  western  levels,  the  1991 
just  isn't  realistic.  "We  need  a 


strike,"  says  Rexrodt,  arguing  that  it  is 
the  only  way  to  bring  the  union  to  its 
senses. 

FRENCH  BANK  REDESIGN 

Details  of  French  Prime  Minister 
Edouard  Balladur's  plans  to  make 
the  French  central  bank  independent 
are  trickling  out.  Early  signs  are  that 
he  wants  to  put  representatives  of 
business  and  employer  groups  and, 
perhaps,  even  labor  unions  on  the 
Banque  de  France's  key  monetary-pol- 
icy council.  But  whatever  changes  Bal- 
ladur  makes,  French  interest  rates  will 
be  influenced  by  the  German  Bundes- 
bank as  long  as  France  chooses  to 
march  in  lockstep  with  Germany. 


ASIAN  GREENS  AGAINST  GOLF 

■5  nvironmental  groups  in  Asia  are  in- 
Kcreasingly  teed  off  about  golf.  As 
courses  proliferate  across  the  Asia-Pa- 
cific region,  environmentalists  are  wor- 
ried about  the  deleterious  effects  of 
the  game,  including  pesticide  pollution 
of  air  and  water  and  destruction  of 
natural  habitat  and  agricultural  land. 
Japan's  Global  Network  for  Anti-Golf 
Course  Action  is  co-sponsoring  the  first 
regional  gathering  on  the  subject, 
which  is  scheduled  to  take  place  in 
late  April  in  Malaysia.  The  likely  out- 
come: a  more  coordinated  plan  on  how 
to  limit  the  building  of  golf  courses  in 
Asia. 
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Social  Issues 


HEALTH  CARE  I 


A  CONSUMER'S  GUIDE 

FOR  HEALTH-CARE  SHOPPERS 


Cleveland's  novel  study  grades  local  institutions'  performance 


You've  just  mashed  your  knee  in  a 
biking  accident.  Do  you  know 
which  hospitals  in  your  city  offer 
the  best  surgery  for  the  best  price? 
Probably  not,  and  neither  do  most  hospi- 
tals. But  as  the  Clinton  Administration 
embraces  a  reform  system  that  forces 
purchasers  to  shop  for  health  care,  infor- 
mation about  the  effectiveness  and  cost 
of  treatments  will  be  critical  to  the  pro- 


arid  obstetrical  procedures  and  diag- 
noses. The  research  shows  whether  the 
hospitals  are  meeting  expectations  but 
doesn't  rank  them  against  each  other. 
The  data  "are  going  to  cause  an  entirely 
different  dynamic  in  the  market,"  says 
Patrick  J.  Casey,  director  of  the  Health 
Action  Council  of  Northeast  Ohio,  a  busi- 
ness group. 

Cleveland  is  on  the  leading  edge  of  a 


posal's  success.  Buying  health  care  intel- 
ligently can't  lie  done  without  such  data. 
Until  recently,  the  data  didn't  exist. 

On  Apr.  28,  a  Cleveland  coalition  will 
release  the  first  round  of  a  ground- 
breaking study  that  begins  to  provide  a 
purchaser's  guide  to  local  hospitals. 
Backed  by  companies,  physicians,  and 
hospitals,  the  Cleveland  Health  Quality 
Choice  Program  grades  31  hospitals  on 
their  ability  to  handle  high-volume,  high- 
price,  and  hiKh-risk  cases.  To  do  that,  it 
studies  patient  satisfaction,  intensive 
care,  and  a  host  of  medical,  surgical. 


growing  national  trend  to  develop  what 
health-care  insiders  call  "outcomes  meas- 
urement." Every  health-care  bill  intro- 
duced in  Congress  during  the  past  two 
years  has  included  provisions  for  gather- 
ing performance  information,  notes  Den- 
nis S.  O'Leary,  president  of  the  Joint 
Commission  on  Accreditation  of  Health- 
care Organizations.  The  Clinton  Admin- 
istration is  almost  certain  to  require 
some  way  to  measure  outcomes  in  its 
proposal  so  that  big  purchasing  groups, 
known  as  health  alliances,  can  shop  for 
high-quality,  cost-effective  providers  un- 


der its  system  of  managed  competitor 
While  such  pioneering  surveys  • 
ongoing  in  Pennsylvania,  Orlando  aj 
Cincinnati,  for  example,  the  Clevela 
program  stands  out  for  its  attempt: 
build  its  own  measure  of  quality  a 
for  its  broad-based  support.  Ultimate 
the  data  may  help  reshape  local  ca] 
encouraging  hospitals  to  specialize! 
what  they  do  best.  It  could  also  spd 
the  closing  of  inferior  institutions  or| 
direct  unneeded  facilities  to  other  us 
But  such  changes  are  still  a  ways  off' 
anything,  Cleveland's  experience  so 
shows  that  it  won't  be  easy  for  the  0 
ton  Administration  to  develop  natio, 
models  for  measuring  outcomes.  "We 
really  3  to  10  years  away  from  a  c( 
prehensive  system  of  measuring  whc 
er  a  satisfactory  outcome  was  achiev< 
says  Boston  lawyer  Daniel  T.  Roble 
member  of  the  Jackson  Hole  Groj 
which  supports  m 
aged  competition. 
PARTNERSHIPS, 
gauge  quality,  Cle 
land  uses  three  dif 
ent  pieces  in  its  ev 
ation  program  (taqj 
One  is  a  patient-s; 
faction  survey, 
other  is  an  off-t 
shelf  statistical  m 
used  in  many  ho 
tals  that  pred 
death  rates 
length  of  stay  in| 
tensive-care  units,! 
justing  for  differ! 
es  among  patiel 
But  with  the  heljl 
Chicago  consults! 
Michael  Pine  &  A| 
ciates  Inc.,  the  I 
gram  built  its  <|| 
system  for  evalual 
the  effectiveness! 
various  medical,  § 
gical,  and  obstetil 
procedures  and  dl 
noses.  The  Pine  ml 
will  eventually  s| 
how  each  hospil 
treatment  of  congestive  heart  fail! 
for  instance,  compares  to  the  Clevel 
norm.  The  intensive-care  model  shl 
how  well  Cleveland  hospitals  perfl 
against  hospitals  nationally. 

What  the  data  can't  predict,  of  coi 
is  the  reaction  of  Clevelanders.  "If 
could  take  that  factor  away,  it  woul 
a  simple  project,"  notes  Executive  D 
tor  Dr.  Dwain  L.  Harper.  Even  th( 
no  data  has  been  publicized,  it's 
gering  lots  of  scrambling  by  area  h 
tals.  For  example,  program  guide] 
say  hospitals  can't  use  the  study  to 


HOW  CLEVELAND 
MEASURES  QUALITY 

PATIENT  SATISFACTION 

Surveys  sent  to  hospital  pa- 
tients ask  about  everything 
from  how  they  feel  about 
nursing  care  to  billing. 

INTENSIVE  CARE  Using 
national  norms,  the  pro- 
gram predicts  mortality 
rates  and  lengths  of  stay 
for  area  hospitals.  It  then 
grades  hospitals  on 
whether  they  meet 
expectations. 

MEDICAL,  SURGICAL, 
OBSTETRICS  Using  Cleve- 
land norms,  the  program 
predicts  mortality  rates, 
lengths  of  stay,  and  compli- 
cation rates  for  a  host  of 
diagnoses  and  procedures. 
The  hospitals  are  evaluated 
on  how  they  measure  up. 
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SOCIA 


FINE  DINING  AND  EXECUTIVE  MEAL  OPTION       PREMIUM  FRENCH  WINES  AND  CHAMPAGNE 


MULTICHANNEL  PERSONAL 
ENTERTAINMENT  SYSTEM 


DIGITAL  ELECTRONIC  CONTROL  UNIT 


38%  MORE  LEGROOM  THAN  REGULAR 
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themselves.  But  Linda  Somers,  director 
of  health-care  management  at  the  local 
Prudential  Health  Care  Plan,  says  that 
three  hospitals  have  already  told  her 
that  they  ranked  high  in  the  survey,  so 
she  should  do  business  with  them. 

Businesses  have  pledged  to  use  the 
results  to  buy  from  high-quality  insti- 
tutions, rewarding  them  with  higher  vol- 
ume and  presumably  driving  down  their 
costs.  Parker  Hannifin  Corp.,  for  one, 
will  use  the  new  data  to  "key  in  on  the 
hospitals  we  want  to  talk  to  about  part- 
nership arrangements,"  says  Thomas  S. 
Roos,  employee-benefits  director  of  the 
Cleveland-based  industrial-parts  maker. 

A  number  of  hospitals  are  already  us- 
ing the  results  to  improve  themselves— 
the  program's  other  goal.  MetroHealth 
St.  Luke's  Medical  Center,  for  example, 
discovered  that  new  mothers  weren't 
pleased  with  the  diets  they  were  being 
fed.  With  a  nod  from  its  dieticians,  the 
hospital  started  offering  them  hambur- 
gers, milk  shakes,  and  trench  fries. 
DELAYS.  Hospitals  haven't  found  much 
fault  with  the  patient-satisfaction  and 
intensive-care  data,  but  controversy  sur- 
rounds the  Pine  model.  Large  referral 
hospitals— which  typically  get  the  sickest 
patients— say  it  may  make  them  look 
worse  than  they  are.  When  University 
Hospitals  of  Cleveland  found  its  pneumo- 
nia patients  staying  longer  than  expect- 
ed, it  discovered  many  suffered  from 
cystic  fibrosis.  Since  it's  the  only  local 
hospital  that  treats  these  patients,  they 
were  cut  from  the  data  base. 

The  coalition  spent  much  of  the  past 
year  ironing  out  such  issues,  delaying 
the  report's  release.  An  official  at  Uni- 
versity says  that  the  hospital  is  still 
probing  whether  there  might  be  other 
examples  where  the  Pine  model  accu- 
rately predicts  outcomes  across  the 
Cleveland  area  yet  distorts  the  perfor- 
mance of  a  particular  hospital.  While 
supporting  the  program  generally,  the 
Cleveland  Clinic  has  been  more  sharply 
critical.  It  claims  the  model  underesti- 
mates the  risk  of  very  ill  patients,  es- 
pecially those  transferred  from  other 
hospitals.  In  defense,  Harper,  the  execu- 
tive director,  says  he  invited  hospitals  to 
cite  scientific  flaws  in  the  latest  Pine 
model:  "We  haven't  heard  from  them." 

But  Harper  notes  the  survey  has  its 
limitations.  For  example,  it  doesn't  say 
how  successful  patients  are  in  return- 
ing to  productive  lives  or  how  doctors 
are  performing.  In  short,  predictions 
about  the  data's  ultimate  effects  are  as 
certain  "as  who's  going  to  win  the  fourth 
[race]  at  Hialeah,"  says  Dr.  Michael  Pine. 
But  with  health-care  bills  soaring  and 
growing  pressure  from  Washington  to 
seek  quality  at  lower  costs,  it's  a  bet 
that  Clevelai  <!  is  willing  to  take. 

By  Zachary  Schiller  in  Cleveland,  with 
Michele  Galen  , «  Mew  York 


CONGRESS  I 


AN  OLD  WAR-HORSE 
HAS  HIS  DAY 


Clinton  must  deal  with  Pat  Moynihan's  new  power  and  old  agen 


A one-on-one  meeting  with  the 
President  doesn't  come  along  of- 
ten, even  for  a  powerful  Senator. 
So  when  Bill  Clinton  invited  Daniel  Pat- 
rick Moynihan  to  share  his  limousine 
during  a  Fell.  19  trip  to  Hyde  Park, 
N.Y.,  the  new  chairman  of  the  Senate 
Finance  Committee  had  a  chance  to 
press  his  views  on  the  tax  and  health- 
care issues  coming  before  his  panel.  In- 
stead, the  New  York  Democrat  pushed 
an  issue  that's  dear  to  his  heart  but  low 


Clinton  when  he  thinks  that  the  W 
House  is  on  the  wrong  track  (table) 
Already,  Moynihan  has  publicly  q 
tioned  the  wisdom  of  Clinton's  in\ 
ment  tax  credit  (itc).  He  let  it  be  kn 
that  he's  no  fan  of  the  White  Hoi 
partisan  approach  to  its  stimulus  p 
age.  He  doesn't  hide  his  displeasure 
he  has  had  to  learn  about  White  H( 
revenue  ideas,  from  higher  taxes  on 
cial  Security  benefits  to  a  possible  v; 
added  tax,  through  trial  balloons  in 


on  almost  everyone  else's  agenda:  wel- 
fare reform.  Moynihan  reminded  Clin- 
ton that  he  must  follow  up  on  his  cam- 
paign promises  to  end  welfare 
dependency. 

TRIAL  BALLOONS.  That's  pure  Moynihan. 
While  the  66-year-old  academic-turned- 
politician  counts  himself  as  an  ally  of 
the  White  House,  the  thoughtful  but 
quirky  Senator  is  already  shaping  up  as 
a  difficult  friend  for  the  President.  Moy- 
nihan will  work  hard  for  the  Adminis- 
tration's programs— he  played  the  loyal 
foot  soldier  at  his  first  hearings  on  Clin- 
ton's tax  plan  on  Apr.  20— but  not  at 
the  expense  of  his  own  agenda.  And  he 
is  not  inclined  to  stifle  his  criticism  of 


press.  And  he's  especially  disple 
that  Administration  officials  don't  f 
to  care  much  about  welfare  refor 
Moynihan  preoccupation  for 
decades.  "I'm  pretty  satisfied  his  [ 
ton's]  mind  is  on  it,"  the  Senator 
"I'm  not  sure  everyone  in  the  Adn 
tration  thinks  that  way." 

Because  the  Finance  Committee 
jurisdiction  over  the  bulk  of  Clin 
domestic  agenda— 55%  of  all  fee 
spending— these  views  can't  be  ign< 
As  the  President  found  out  in  Jam 
when  an  anonymous  aide  told  a  rep> 
that  Clinton  would  "roll  right  over 
New  Yorker  if  he  opposed  the  Adn 
tration's  efforts,  he  needs  Moynihai^ 
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a  real  screwup,  observes  a  senior 
on  adviser.  Says  Brookings  Institu- 
political  analyst  Stephen  Hess:  "It 
so  gratuitous,  unnecessary,  foolish, 
uvenile— and  inaccurate." 
ief  White  House  lobbyist  Howard 
sr,  a  Capitol  Hill  veteran,  has  tried 
tch  up  the  relationship  ever  since, 
itor  Moynihan  has  been  around  the 
or  a  long  time,"  says  Paster.  "He  is 
,•  to  speak  his  mind,  and  he  is  not 
;  to  withhold  judgment.  The  good 
is:  He  has  voted  with  us  consis- 
i.  There's  no  sense  that  he's  trying 
dercut  the  Administration." 
iring  the  years  that  he  has  been 
ng  up  the  ranks  of  the  Finance 
nittee,  Moynihan  has  rarely  been 
,der  in  tax  debates,  although  he 
ed  closely  with  former  Chairman 
Packwood  (R-Ore.)  to  craft  the  1986 
m  law,  which  lowered  rates  and 
nated  many  deductions.  But  unlike 
fatonites,  he  is  philosophically  op- 
1  to  using  the  tax  code  to  promote 
1  policies.  That's  one  reason  he 
l't  like  the  ITC. 


tical  of  a  value-added  tax,  which  the 
White  House  is  considering  to  fund  its 
health-care  reforms.  He  dislikes  the  hid- 
den nature  of  the  tax  and  believes  it 
would  be  a  nightmare  for  businesses  to 
collect.  Implementing  a  VAT  along  with 
the  energy  tax  Clinton  has  already  pro- 
posed would  be  "a  doozy,"  he  says.  "If 
you  think  you  can  do  that  and  a  value- 
added  tax  in  the  same  decade,  then  you 
know  more  than  I  do." 

The  need  to  fight  the  deficit  may  also 
keep  Moynihan  from  pushing  some  of 
his  own  favorite  tax  provisions.  "There 
is  a  very  strong  case  for  indexing  capital 
gains,"  he  notes.  "But  we  have  been  add- 
ing $1  trillion  in  debt  each  Presidential 
term  since  Mr.  Reagan,  and  we're  sched- 
uled to  add  $1  trillion  this  Administra- 
tion. That  is  issue  No.  1." 

The  deficit  handcuffs  will  also  spur 
Moynihan's  desire  to  shift  more  of  his 
committee's  attention  from  taxes  to 
broader  social  policy.  "We  think  of  the 
Finance  Committee  as  the  Finance  Com- 
mittee, but  we  don't  think  of  it  as  the 
committee  where  most  American  social 


residence  in  the  Nixon  White  House- 
where  he  won  notoriety  for  his  warnings 
about  welfare  dependency  and  the  dete- 
rioration of  the  black  family.  Nixon 
named  him  envoy  to  India,  and  Gerald 
Ford  tapped  him  as  U.  N.  ambassador. 
major-league  power.  In  1976,  Moyni- 
han won  a  Senate  seat  in  his  first  bid 
for  elected  office.  He  has  generally  vot- 
ed as  a  loyal  and  liberal  Democrat  on 
domestic  issues  while  taking  a  more 
hawkish  stance  on  foreign  policy.  And  he 
has  earned  a  reputation  as  a  brilliant 
and  eccentric  intellectual  in  the  clubby 
Senate.  Moynihan  made  the  big  leap  to 
major-league  power  on  Capitol  Hill  this 
year  when  he  moved  into  the  vacancy 
created  by  the  appointment  of  Finance 
Chairman  Lloyd  Bentsen  as  Treasury 
Secretary. 

How  much  will  he  influence  policy? 
Critics  charge  that  Moynihan's  desire  to 
work  with  the  White  House  will  make  it 
easy  for  Clinton  to  co-opt  him.  "I  don't 
know  if  Moynihan  has  the  political 
strength  to  stand  up  to  the  White 
House,"  says  Heritage  Foundation  tax 


SING  THE  TAX  CODE  FOR  SOCIAL  GOALS 


Ciin,  our  principle  is:  You  want  the  tax  code  as  little  as 
affect  economic  behavior.  You  don't  want  people 
thing  and  not  another  thing  because  there  is  a  tax \ 


I  CLINTON'S  INVESTMENT  TAX  CREDIT 


just  has  a  reputation  it  has  to  overcome  on  the  tax-writ- 
rfees,  in  the  [economics]  profession,  and  in  the  business 
ch  is  that  it  just  invites  the  kind  of  manipulation  of  the 
'hicb  we  all  said  we  were  against.  .  .  .  It's  the  '86  princi- 
3t  issue  here.5  J 


ON  A  VALUE-ADDED  TAX 


•atives  are  not  going  to  be  pleased.  They  will  like  the  re- 
perhaps,  but  they  won't  like  the  idea  that  it's  an  invisible 
jn  have  lots  of  it.  It  makes  for  more  public-sector  activity 
Afe're  living  off  the  payroll  tax  right  now.  .  .  .  The  value- 
ot  as  simple  as  it  sounds.  A  good  rule  is  if  you  can't  ex- 
iu  can't  pass  it.  J  J 


I 


ON  THE  NEED  FOR  BIPARTISANSHIP 


1 


fiiHealth  care  is  either  going  to  be  a  bipartisan  matter  or  there  is 
no  point  in  even  bringing  it  up.  On  the  Republican  side,  Senators 
Chafee  and  Durenberger  and  Packwood  .  .  .  have  really  worked 
hard  on  health  care.  We  wouldn't  have  enough  smarts  to  do  it 
without  them — and  I  wouldn't  want  to.  J  J 


ON  DESIGNING  A  HEALTH-CARE  REFORM  PROGRAM 


£  First,  do  no  harm. .  .  .  We  have  to  be  careful  what  we  cut  open 
or  cut  off.  We  have  an  elemental  problem  in  health  care:  We  have 
to  persuade  the  American  middle  class  to  go  to  the  doctor  a  little 
less  often.  And  the  only  known  way  to  do  that  is  to  [make  them] 
pay  in  more  immediately  visible  ways.  J  J 


ON  THE  NEED  FOR  WELFARE  REFORM 


fifiWe  can  show  you  with  some  precision  that  in  1 980,  31 .5%  of 
children  born  in  the  United  States  would  be  on  welfare  before  age 
18....  You're  absolutely  wiped  out.  . . .  Welfare  reform  is  a  huge 
commitment.  ...  I'm  pretty  satisfied  [Clinton's]  mind  is  on  it.  I'm  not 
sure  everyone  in  the  Administration  thinks  that  way.55 


ill,  Moynihan  is  a  successful  politi- 
-and  no  purist.  He  regularly  pushes 
.ax  breaks  that  benefit  New  York 
sums,  cooperative  apartment  own- 
and  stockbrokers.  And  he  good-na- 
ily  acknowledges  the  occasional  in- 
istency.  "We're  going  to  have  an 
gy  tax,  which  we  need,"  he  told 
MESS  WEEK.  "If  you  have  to  raise 
nue,  it's  a  legitimate  area. ...  It  is 
ably  good  social  policy.  Whoops!  I 
ldn't  have  said  that." 
JOZY.'  Moynihan  readily  admits  that 
taxes  are  needed  to  pay  for  the 
ocrats'  social  agenda.  But  he'll  try 
sin  in  any  excessive  tax-and-spend 
livities.  Moynihan  is  especially  skep- 


policy  is  located,"  he  says.  He  rails  about 
bureaucrats  in  the  Health  &  Human  Ser- 
vices Dept.  who  tend  to  resist  any 
changes  in  the  welfare  system.  Work, 
not  dependency  on  the  government  dole, 
is  the  answer  to  America's  cycle  of  pov- 
erty, he  claims.  "There  is  no  worse  thing 
for  a  person  than  not  to  have  a  job," 
he  says.  "And  there  is  no  finer  deed 
that  society  can  perform  than  to  find 
someone  a  job." 

Moynihan  has  thought  about  these 
problems  at  least  since  his  days  as  a 
New  Frontiersman  at  the  Labor  Dept.  in 
the  1960s.  After  a  stint  back  at  Har- 
vard, he  returned  to  Washington  as  an 
urban-affairs  expert  and  Democrat-in- 


analyst  Dan  Mitchell.  But  others  sus- 
pect he's  made  of  sterner  stuff.  "Moyni- 
han is  in  a  very  powerful  position  and 
he  has  deeply  held  long-term  views," 
says  Lee  M.  Miringoff,  director  of  the 
Marist  Institute  for  Public  Opinion. 
"There  is  no  doubt  that  he  is  going  to 
force  Clinton  to  move  on  some  issues." 

The  Clinton  Administration  doesn't 
like  to  be  pushed  around,  especially  by  a 
Democrat.  But  the  White  House  has  no 
choice  but  to  listen  to  Professor  Moyni- 
han's lectures.  And  if  the  President 
does,  he  might  learn  a  few  lessons,  not 
only  in  economics  but  also  in  the  tough 
reality  of  dealing  with  social  issues. 

By  Richard  S.  Dunham  in  Washington 
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Sports  Business 


THE  OLYMPICS  I 


A  HIGH  HURDLE 
IN  ATLANTA 


If  TV  bids  fall  short,  the  '96  games  could  face  major  money  woes 


That  clock  won't  let  Billy  Payne  re- 
lax. It  stands  in  the  lobby  of  his 
Atlanta  Committee  for  the  Olympic 
Games  (ACOG),  counting  down  the  days 
and  hours  until  the  torch  is  lit  to  start 
the  1996  Olympics.  Five  years  ago,  the 
millionaire  real  estate  attorney  spear- 
headed a  longshot  bid  to  land  the  cen- 
tennial Olympics  for  his  hometown.  Al- 
though Athens,  Greece— site  of  the  1896 
Olympics— was  considered  a  shoo-in, 
Payne  sold  the  International  Olympic 
Committee  on  the  virtues  of  Atlanta. 
"It's  still  sometimes  a  bit  hard  to  be- 
lieve the  magnitude  of  what  we're  at- 
tempting," he  says. 

Payne  may  not  want  to  believe  it. 
With  three  years  and  three  months  left, 
facilities  costing  more  than  $500  mil- 
lion—including the  Olympic  Stadium- 
are  still  mere  blueprints.  Raising  the 
estimated  $1.57  billion  needed  to  stage 
the  fourth  summer  Olympiad  on 
U.  S.  soil  will  require  big 
bucks  from  corporate  spon-  RIG//^j. 
sors.    licensing  agree- 
ments, tickets,  and  most 
important.  broadcast 
rights.  The  negotiations 
for  American  TV  rights, 
for  three  decades  the  fi- 
nancial lifeblood  of  the 
Olympics,  will  begin  in 
late  July.  Payne  needs  a 
hefty  rights  payment  to  ^Sthj 
meet  the  games  costs.    Olympic  games 


but  the  Big  Three  networks  are  making 
it  plain  that  the  era  of  sky's-the-limit 
1  lidding  is  over. 

Five  years  ago,  Payne  confidently  pre- 
dicted that  U.  S.  rights  would  fetch  S600 
million.  That  figure  now  looks  about  as 
probable  as  a  10-foot  high  jump.  "It 
could  go  as  low  as  S400  million,"  says 
one  network  sports  executive.  A  short- 
fall of  that  size  could  saddle  the  ACOG 
and  the  IOC  with  a  loss. 

Stung  by  huge  losses  on  Major 
League  Baseball  and  the  National  Foot- 
ball League,  the  networks  say  they're 
looking  at  the  Atlanta  games  with  the 
cold  eyes  of  an  accountant.  In  recent 
years,  ABC  has  loudly  proclaimed  its  re- 
fusal to  pay  loss-leader  prices  for  show- 

THE  TOUGHEST  OLYMPIC 
EVEHT:  FUND-RAISING 

MILLIONS  OF  DOLLARS 


RSW//, 


GUARANTEES 
EXPECTED 

$656 

OBTAINED 

$220 
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case  programming.  CBS,  hit  especi 
hard  on  its  sports  properties,  may 
be  as  hungry  as  it  was  three  or 
years  ago.  And  after  losing  a  repot 
S75  million  on  the  1992  Olympics  in 
celona,  NBC  is  proceeding  cautiously, 
Payne  no  longer  ventures  a  guesi 
to  what  the  ACOG  will  get  for  the  rig 
but  at  least  he  didn't  have  to  open 
bidding  last  year.  With  the  econom; 
the  dumps  in  1992,  Payne  and  the 
decided  to  delay  the  rights  sale.  1 
could  afford  to  because  of  a  shrewc 
nancial  maneuver  by  Payne.  Under 
nary  circumstances,  construction 
gets  would  have  forced  the  ACO( 
negotiate  in  1992.  But  armed  wit 
S300  million  line  of  credit  from  Nati 
Bank,  which  allowed  venue  plannin] 
begin,  Payne  and  the  IOC  were  abli 
wait.  "The  line  of  credit  gives  us  flex 
ity,"  says  Payne.  "Without  it,  we  p: 
ably  would  have  been  forced  into  n< 
dating  before  we  wanted  to." 
teaming  UP.  Network  officials  cone 
that  the  Atlanta  Games  are  a  m 
more  valuable  property  than  Bare 
na's  were  because  they  will  be  conte 
in  the  Eastern  time  zone  and  will 
vide  two  weeks  of  live,  prime-time 
gramming.  But  that  probably  won't 
suade  a  network  to  scoop  up  all 
rights  for  itself.  Instead,  the  nets 
likely  to  link  up  with  a  cable  outfit, 
ings  could  include  ABC  and  ESPN",  1 
owned  by  Capital  Cities/ ABC  Inc., 
Atlanta-based  Turner  Broadcasting 
tern  Inc.  with  any  one  of  the  three  i 
"I  think  the  IOC  recognizes  how  del 
with  a  network-cable  bid  could  maxii 
revenues,"  says  Kevin  O'M  alley.  T 
er's  sports  programming  vice-presid 
The  winning  bid  may  also  contain  : 
wrinkles  as  an  agreement  to  pay  a 
tional  fees  if  advertising  revenues 
ceed  an  agreed-upon  threshold. 

So  far,  other  fund-raising  efforts  1 
exceeded  expectations.  European 
rights  went  for  S235  million— more  1 
twice  the  fee  for  Barcelona.  And 
spite  grumbling  from  many  of  the 
sponsors,  the  ACOG  has  sold  spoil 
ships  to  Anheuser-Busch,  Home  De 
IBM,  NationsBank,  and  Sara 
for  an  average  fee  of  al 
S40  million.  But  witf 
the  worrying  about 
rights,  an  additional  I 
to  seven  big-money  si 
sors  would  give  Pa™ 
some  much-net 
reathing  room.  1 
that  happens,  though 
ticking  of  that  darn  c 
in  the  lobby  will  just  1 
getting  louder. 
By  Keith  Dunnavant  in  Ati 
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Ours  Also  Has 

PostScript, 
More  Speed  And 
Is  Easy  To  Use. 


HP  LaserJet  4 


8  ppm  printing  speed 
11.7'Hx  16.4"Wx  15.9"D 
Weight:  35  lbs. 


TI  microLaser  PS17 


300  dpi 


TI  vs.  HP. 

Both  offer  advanced  graphics 
capabilities.  Superior  flexibility 
with  type.  Superior  paper  handling. 
And  more. 

But  there's  one  expensive 
difference.  TI  microLaser™  PS17 
lists  for  over  $500  less  than  the  HP 
LaserJet®  4. 

Better  still,  TI  microLaser  PS  17 
comes  standard  with  the  industry 
graphics  preference,  PostScript® 
software  from  Adobe®.  HP  LaserJet  4 
doesn't.  We  print  9  pages  per 
minute,  they  print  8. 

We're  also  easy  to  use  with  all 
of  your  major  software  programs, 
including  Word®,  WordPerfect'"', 
Excel®,  Lotus'8  1-2-3®  and  Windows'". 

TI  microLaser  PS17.  It  can 
extend  your  reach  without  over- 
extending  your  budget.  For  m 
information  and  a  dealer  gVjSf 
near  you,  call  1-800-527-3500.  ESSE- 
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The  Best  American 
Car  Value. 

For  the  second  year  in  a  row, 
the  experts  at  IntelliChoice, 
publisher  of  The  Complete  Car 
Cost  Guide,  have  named  the 
Buick  Park  Avenue  the  best 
American  luxury  car  value* 

IntelliChoice  came  to  this  solid 
conclusion  after  considering 
not  just  purchase  price,  but  the 


Just  because 
you've  earned  it, 
doesn't  mean 
you  have  to 
spend  it. 


costs  of  depreciation,  financing, 
insurance,  taxes,  fuel, 
maintenance  and  repairs  over  a 
five-year  period. 

Reward  your  success  with  the 
quality,  luxury,  safety  and  lasting 
value  of  the  1993  Buick  Park 
Avenue.  You've  earned  it. 

Call  1-800-4A-BUICK  to  find 
out  more.  Or  see  your  Buick 
dealer  for  a  test  drive  today. 


BL1ICK 

The  New  Symbol  For  Quality 
In  America. 


(  p..      Buckle  up.  America! 

|j22J    ©1993  GM  Corp  All  rights  reserved 

Park  Avenue  is  j  registered  trademark  of  GM  Corp. 


"Information  based  on  IntelliChoice,  Inc.'s  1993 
The  Complete  Car  Cost  Guide,  best  American  car 
value  over  $13,000 


Over  the  years,  the  handling  characteristics  of  American  luxury  cars  ha 
earned  them  certain  nautical  nicknames.  As  in:  "boat,"  "land  yach 
"tuna  clipper."  But  with  the  new  Chrysler  New  Yorker,  other  kinds  i 
descriptions  apply.  Because  this  is  the  first  full-sized  6-passenger  luxury  c| 


Float,  wallow,  dive  and  other  A 


built  around  award-winning  "cab  forward"  design.  As  a  result  it  hasl 
extremely  wide  track  for  tight,  stable  handling.  It  also  has  four-wh 
independent  suspension  with  gas-charged  struts  so  you  get  a  car  tha 
utterly  unflappable  around  corners.  Roll  control  is  nothing  short 


Buckle  Up  For  Safety. 


nplary.  This  car  rides  like  its  on  rails,  not  water.  Dual  air  bags  and  a 
/alve,  214  horsepower  engine  are  standard.  Anti-lock  four  wheel  disc 
<es  are  also  standard,  and  with  available  computerized  traction  control, 
|  help  prevent  loss  of  traction  on  slippery  surfaces.  All  of  which  will  have 


:an  luxury  car  diseases  cured. 


i  personal  meaning  until  you  get  inside  this  car  and  take  it  for  what  will  be 
ily  eye-opening  test  drive.  You  can  do  that  at  your  local  Chrysler  dealer.  For 
>rmation,  call  1-800-4A-CHRYSLER.  (For  a  boat,  visit  your  local  marina.) 

D VANTAGE:  CHRYSLERO 

DIVISION       OF       THE       CHRYSLER  CORPORATION 
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Tournament  Tough 


Above,  Dave  Stockton 
eyes  bis  next  shut. 


By  Tim  Rosa  forte 

Every  Wednesday  at  most  PGA  TOUR 
sites,  you  can  see  them  on  the  tee.  They're 
trying  not  to  look  nervous.  But  the  white 
knuckles  on  the  grip  are  a  giveaway.  For 
the  most  part,  they're  petrified. 

It's  pro-am  day,  and  the  country  club  players 
are  out  to  test  their  game 
against  the  finest  players 
in  the  world.  For  weeks 
they  have  been  hitting 
balls,  taking  lessons,  prac- 
ticing their  stroke,  doing 
whatever  they  could  to 
keep  from  embarrass- 
ing themselves  with  the 
big  boys. 

Captains  of  industry 
who  preside  over  million- 
dollar  deals  can't  take  the  club  back  when  it's 
their  turn  to  hit.  There's  a  big  gallery  around. 
They're  out  of  their  element. 


Steve  Elktngti 


"They're  here  because  they  do  well  in 
what  they  do,  because  they're  the  best  at  what  I 
they  do  in  other  parts  of  the  world,"  says 
Curtis  Strange.  "These  guys  are  the  top,  the  I 
elite,  in  their  game." 

In  preparing  to  play  in  a  pro-am,  there  are  a 
«  few  things  to  rememberi 
<  The  first  is  that  Curtis 
i  g  Strange  is  not  going  to 
\  bite,  that  he  would  be  asl 
=  uncomfortable  in  your 
environment  as  you  are  il 
his,  and  that  this  is  not! 
the  board  room  or  the  I 
operating  table  or  the 
judge's  chambers.  Leave! 
your  cellular  phone  in  1 
the  car.  Forget  about 
what  you  read  in  the  golf  magazines.  Pretend 
like  the  gallery  doesn't  exist.  And  above  all,  | 
don't  expect  a  career  round. 
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[t's  as  Ben  Crenshaw  says.  "Put  the  shoe  on 
other  foot.  How  ludicrous  would  it  be  for  us 
tep  in  your  office  and  do  what  you  do?" 
)on't  Worry,  Be  Happy 

matter  how  you're  playing,  have  fun.  "One 
pro  told  me  there's  only  two  reasons  to  play 
f,"  says  Jeff  Sluman.  "One  is  to  make  a 


■ 


ng.  The  other  is  to  enjoy  yourself." 
'I  usually  tell  them  to  relax  the  first  couple  of 
ts.  If  you're  not  going  to  make  a  living  at  it, 
>y  it." 

'Enjoy  the  fact  that  you're  playing  with 
leone  who  does  this  for  a  living,"  says  Curtis 
inge.  "Just  have  fun." 

'Wednesday  is  their  day,"  says  Peter  Jacobsen. 
i  guy  outdrives  me  on  a  hole,  or  beats  me  on  a 
t,  or  beats  me  in  a  round,  nobody  is  happier 
ti  I  am." 

'lay  To  Your  Comfort  Level 

!  many  times  amateurs  go  into  a  grind  mode 
18  holes  trying  to  prove  they're  great  players 
?n  they're  good  players,  or  good 
/ers  when  they're  average 
?ers,  or  average  players 
:n  they're  mediocre 
yers,  or  mediocre 
fers  when  they're 
kers.  They  miss 
point.  "If  a  guy 


is  between  a  2  and  an  8  handicap,  he  ought 
to  shoot  80;  they  shouldn't  try  to  birdie  every 
hole,"  says  Chi  Chi  Rodriquez.  "If  they're 
between  8  and  16,  they  should  try  to  shoot  85. 
A  lot  of  times,  their  expectations  are  too  high 
and  they  try  too  hard.  What  they  should  do  is 
practice  their  short  games  because  they're  going 
to  miss  a  lot  of  greens  because  they're  nervous." 
Hang  Loose 

The  tighter  you  are,  the  worse  you'll  play;  the 
worse  you'll  play,  the  less  fun  you'll  have. 
It's  the  same  for  the  pros  during  tournament 
rounds  as  it  is  for  you  in  the  pro-am.  "The  main 
thing  is  to  treat  it  as  a  fun  event,"  says  U.S. 
Open  champion  Tom  Kite.  "No  matter  how 
tense  or  relaxed  we  are,  the  more  fun  we 
have,  the  better  we  play,  or  the  better  we  play, 
the  more  fun  we  have.  I  don't  know  what 
comes  first.  But  the  guys  who  are  having  fun 
and  talking  are  the  ones  who  are 
going  to  play  good." 

"Just  go  out  there  and  free- 
wheel it,"  says  Mark  O'Meara. 
"Don't  go  out  there  and  think 
your  game  is  going  to  improve 
all  of  a  sudden.  The  famous 
words  in  a  pro-am  from  an 
amateur  are,  'I've  never 
played  this  bad.'  I  feel 
like  saying,  'Wait  a 
minute,  yes  you  have. 
It's  OK.  You've  played 
worse  than  this.'" 

Accepting  Less  Will  Mean  More 
Don't  try  and  shoot  your  career 
round  in  a  pro-am.  Seldom  does 
that  happen.  The  courses  are  set  up 
for  a  PGA  TOUR  event,  so 
chances  are,  they're  tougher 
than  your  home  layout.  Find  a 
comfort  level.  Mellow  out.  Take  a  lot  of  deep 
breaths.  Practice  bio-feedback.  "Everybody  tries 
too  hard,"  is  John  Huston's  observation.  "Every- 
body wants  to  play  their  best  round,  and  it 
kind  of  backfires  on  them." 

"They  want  to  produce  their  best 
stuff,  but  expectation  gets  in  the 
way,"  says  Denis  Watson.  "That 
happens  on  every  level  of  golf. 
When  you  have  expectations, 
they  tend  to  let  you  down." 


Captains  of  industry 
who  preside  over 
million-dollar  deals 
can't  take  the  club 
back  when  it's  their 
turn  to  hit. 


Greg  Norman 
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Mark  O'Meara  and  his 
partner  Bub  Allen,  AT&T 


Sure,  you're 
competitive.  If  yon 
weren't  competitive, 
you  wouldn't  have 
the  kind  of  money 
it  takes  to  play  in 
a  PGA  TOUR 
pro-am. 


"These  guys  put  on  a  three- 
piece  suit  every  day  and  go  to 
the  office,  so  they  can't  expect 
too  much  of  themselves,"  says 
Curtis  Strange.  "What  I  see 
is  they  take  themselves  too 
seriously." 

It's  OK  To  Be  Nervous 
Don't  fight  it.  Experience  it. 
Learn  from  it.  But  get  over 
it.  "All  of  us  professionals, 
we  get  nervous,  we  can  relate," 
says  1993  PLAYERS  champion 
Nick  Price.  You  think  Price 
wasn't  nervous  at  the  TPC  at 
Sawgrass?  You  bet  he  was.  He 
knows  that  your  pro-am  is 
your  Sawgrass.  "I  always  just  try  to  make  them 
as  comfortable  as  possible,"  is  Price's  first 
move.  "If  they  hit  a  bad  shot  on  the  first  hole, 
I  just  say,  'Hey  don't  worry,  these  people  are 
watching  but  once  we  get  away  from  this, 
we'll  be  on  the  golf  course  and  we  can  have  a 
little  fun  and  you  won't  be  in  the  public  eye 
as  much.  " 

Prepare  For  The  First  Hole 
There  are  going  to  be  people  watching  in  grand- 
stands and  along  the  ropes.  You're  never  going 
to  be  more  nervous  than  this  shot,  because  the 
gallery  is  so  close.  "If  they  play  bad  the  first 
hole,  I'll  tell  them,  'Geez,  you  guys  are  horrible. 
I  hope  you're  not  going  to  be  that  bad 
the  whole  18  holes,'"  says  Paul  Azinger. 
If  it's  really  crowded,  like  at  the  AT&T 
National  Pro-Am  or  the  Bob  Hope 
Chrysler  Classic,  Azinger  might  tell 
them  something  funny,  like,  "Don't 
worry,  they  have  Port-o-Lets." 

If  You  Hit  A  Bod  Shot,  Laugh  It  Off 
It's  going  to  happen.  You  might  lay 
the  sod  over  an  iron  or  slice  a  drive 
into  a  pond.  You  might  even  three- 
putt  from  10  feet.  When  it  happens, 
don't  blow  up  -  blew  it  out.  "It's  not 
lite  or  death,"  says  Denis  Watson.  "It 
you  whiff  it,  I'll  pick  it  up.  If  you 
whiff  it,  I'll  look  the  other  way." 

Some  pros  may  give  you  a  little 
ribbing,  but  if  they  do,  consider  it  a 
compliment.  That  means  they're 
your  friend. 


"If  they  completely  botch  up  a  tee  shot, 
I  might  say,  'Nice  shot  out  of  that  lie,'"  says 
Greg  Norman.  "You  give  them  a  little  tongu 
in-cheek  jab,  and  that  loosens  them  up." 

Don't  Try  To  Beat  The  Pro 
Sure,  it  would  be  nice  to  go  home  and  tell 
kids,  "I  outdrove  John  Daly."  But  let's  get 
real  here.  These  guys  are  the  best  in  the  wo 
at  what  they  do.  Sure,  you're  competitive.  I 
you  weren't  competitive,  you  wouldn't  have 
the  kind  of  money  it  takes  to  play  in  a  PGA 
TOUR  pro-am.  But  put  your  ego  on  hold  f( 
five  hours,  play  within  yourself,  and  if  you 
happen  to  birdie  a  hole  while  the  pro  make; 
par,  great.  You're  a  hero.  If  you  don't,  don't 
worry  about  it. 

"I've  got  the  advantage  in  that  I'm  such 
a  short  hitter,  they  outdrive  me,"  says  Dave 
Stockton,  the  two-time  PGA  TOUR  champic 
"That  kind  of  loosens  them  up.  They  think, 
hey,  this  guy  is  a  piece  of  cake.  Of  course,  nor 
of  them  can  out-putt  me.  I  couldn't  tell  you 
how  many  times  I  finish  a  pro-am  round  anc 
say,  'Well  guys,  sorry  about  that.  But  you're 
going  to  be  shocked  in  four  days  when  I  win 
this  tournament.  " 

Be  A  Team  Player 
If  you're  out  of  the  hole,  pick  up.  Don  't  try 
to  get  your  money's  worth  by  chopping  to  a 
quadruple  bogey  when  someone  in  your  amate 
foursome  is  looking  at  birdie  -  net  eagle.  It  sic 


Paul  Azi lifter  celebrates  after  chipping  in. 
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lip  shot. 


IBM  and  PS'2  are  registered  trademarks  of  International  Business  Machines  Corporation  ©  1992  IBM  Corporation 


With  scoring  systems,  multimedia  and  other 
technologies,  IBM  keeps  everybody  on  the  ball. 


The  PGA  TOUR  and  the  PGA  of 
America  have  found  a  wav  to  enhance 
the  game,  especially  for  fans. 

They  Ye  using  IBM  technology  to 
give  players  and  fans  instant  infor- 
mation during  the  tournaments, 


and  access  to  even  more. 

It  starts  with  the  IBM  Golf  Scoring 
System.  Using  hand-held  scoring  units 
alongside  the  green,  seorekeepers 
ensure  that  tournament  stats  are 
recorded  in  just  seconds. 
-j^Via  a  network  of  PS/2*s,  informa- 
^  jUon  "s  immediately  transmitted 
k^J^f  to  electronic  scoreboards,  spec- 
tator areas,  locker  rooms,  television 
and  press  centers,  so  viewers  every- 
where can  share  it. 


And.  in  addition  to  the  action  on 
tin'  course.  IBM  is  installing  touch- 
screen  multimedia  kiosks  at  the 
events — complete  with  full-motion 
color  video  clips  and  stereo  sound. 

Just  touch  the  screen  to  learn 
about  player  profiles  and  statistics. 

Or  get  putting  tips  from  some  fa- 
mous pros.  Or  see  and  listen  to  other 
legends  of  golf.  ( )r  just  have  some  fun 
testing  your  knowledge  of  the  sport. 

The  pros  ol  IBM  are  proud  to  join 
the  pros  of  golf. 

Our  partnerships  are  already 
giving  fans  a  much  better  view  of  the 
tournaments. 

And  some  hands-on 
experience  as  well. 


WHAT  IF  your  office  furniture  is  just  average  and  your  emplon 


One  size  fits  all  is  a  fine  philosophy  when 
you're  buying  socks.  But  it's  got  a  tew  holes  when  ap- 
plied to  your  office  furniture. 

Forty  years  ago,  Haworth  recognized  that 
employees  aren't  interchangeable  parts.  The  work- 
space should  adapt  to  the  worker 

Not  the  other  way  around. 

Today  everyone  talks  ergonomics.  But  tew 
office  furniture  manufacturers  do  as  much  as  we  do 
for  your  employees'  comfort,  health  and  productivity. 


Catalyst®  seating. 

Trakker 
adjustable  table. 


For  example,  our  Trakker  adjustable  tables 
let  them  change  positions  frequently  for  reduced 
fatigue.  And  Catalyst*  seating  with  its  unique  cantle 
mechanism  gives  firm,  continuous  support  in  any  po- 
sition. To  suit  anyone  and  any  body. 
 <>  


HAWORTH 

Furniture  That  Works.  " 


Could  the  right  office  furniture  make  a  sizeable  dif- 
ference in  your  employees'  performance? 
Our  "Ergonomics  and  Office  Design"  workbook  tells 

how.  For  your  free  copy,  call  us  at  1-800-344-2600. 

 <>  
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The  worst  thing  to  do 
is  change  your  swing 
in  the  middle  of  a 
round. 


Turn  Kite  on  the  range. 


up  play,  tires  you  out,  gets  the  pro  impatient 
and  takes  away  from  your  partner's  chances  of 
sinking  the  putt. 

"I  always  tell  my  amateurs,  if  everyone  con- 
tributes two  good  holes  a  nine,  we're  in  good 
shape.  That's  20  under,"  says  Steve  Elkington. 
"That  makes  them  relax  a  little  bit." 

Don't  Think  Score 
"What  they  have  to  realize  is  there's  some  other 
guy  in  another  group  with  20  shots  who's  going 
to  kill  them  anyway,"  says  Kite. 

There's  also  the  theory  that  the  pro-am  team 
that  knows  it's  nine  or  10  under  at  the  turn  is 
less  likely  to  win  than  the  team  that's  seven 
under.  Why?  They  try  to  force  putts  in  the  hole 
and  choke.  Stockton  won't  let  them  keep  score 
because  of  this.  "The  team  that's  going  to  win  is 
the  team  that's  six  under,  has  four  beers  at  the 
turn,  they  relax,  and  bam,  they  go  for  it  on  the 
back  side,"  is  Stockton's  observation.  "The  ones 
who  say,  "We're  1  1  under!'  They're  not  just 
playing  the  golf  course  anymore." 

"Too  many  people  play  in  these  pro-ams  and 
really  want  to  win  so  badly  they  make  their  day 
miserable  because  they  try  to  do  things  they 
don't  normally  do,"  says  Lanny  Wadkins.  "I  tell 
them,  'If  we  play  good,  fine.  If  we  don't,  let's 
have  a  few  good  laughs.  " 


fit//  Crenshaw  finds  success  on  the  putting  green. 

"They  shouldn't  even  give  prizes,"  says 
Davis  Love  III.  "Everybody  should  get  the 
same  thing." 

Know  Thy  Partner 
"Pro-ams  are  a  team  concept,"  says  Steve 
Elkington.  "So  you're  going  to  be  playing  with 
some  other  guys  in  the  group.  You  should  get 
to  know  everybody  immediately." 

Interact 

Ask  the  pro  questions  you  always  wanted 

to  ask.  Make  conversation.  You're  not  just  out 

there  to  play  golf  and  go  to  a  cocktail  party. 

This  is  a  chance  of  a  lifetime.  The  pr< 
knows  this.  He's  not  out  there  trying 
to  shoot  60.  He  s  out  there  as  an 
ambassador.  "I  try  to  create  a  level  of 
understanding  between  human  bein^i 
in  two  different  worlds,"  says  Peter 
Jacobsen.  "It's  not  that  we  play  well  Jj 
that's  important,"  says  Scott  Hoch. 
"It's  that  they  remember  how  we  wei 
to  them.  The  most  important  thing 
to  have  a  good  time.' 

This  Isn't  The  Lesson  Tee 
The  worst  thing  to  do  is  change  you 
swing  in  the  middle  of  a  round.  You 
pro  will  respec  t  this  better  than  any 
one.  It  you  want  advice,  ask.  But  waj 
until  after  the  round  to  try  it.  "I  dor 
say  a  word  until  I  see  four  or  five 
holes,  "  Stockton  says.  "It  takes  me  i 
that  long  to  see  their  normal  swing, 
their  normal  action.  Even  if  they  do! 
tell  me  they  want  the  information,  I 
tell  them,  'Fine,  enjoy  yourself,  I'll 
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3U  know  after  about  five  or  six  holes, 
you  develop  trends.'  I  like  them  to  get 
drenaline  out  of  their  system.  It's  like 
ze  fighter  taking  a  punch." 
;e  Your  Senses 

re  going  to  be  playing  with  one  of  the  best 
)rs  in  the  world.  Study  his  setup,  his  tempo, 
reshot  routine,  the  way  he  lines  up  putts, 
iges  his  game.  It  will  make  you  a  better 
;r.  "You  can  learn  a  lot  just  by  watching  the 
;rs,"  says  Steve  Elkington.  "Keep  your  eyes 

to  any  tips  you  can  get  just  by  watching." 
actice  Doesn't  Make  Perfect 
>luman  noticed  during  the  Michael  Jordan 
Am  in  Chicago  that  his  group  was  golred- 
3efore  they  got  to  the  first  tee.  "A  lot  of 
|  guys  had  just  finished  practicing  more 

they  ever  have,"  Sluman 

"It  hurts  them.  They  over 
are." 

link  Slow,  Swing  Hard 

e  get  a  little  excited,  our 
lency  is  to  swing  a  little 
ker,"  says  Scott  Hoch.  "Just 
down  and  don't  think  of 
nany  things." 

Have  a  smash  at  it,"  says 
is  Watson. 

rhe  first  two  or  three  holes, 
whale  on  it,"  says  Greg 
man.  "Then  back  off." 
ee  Your  Mind 

ve  got  a  big  pro-am  com- 
up,  so  you  call  up  your  pro 
sign  up  for  10  lessons.  You 
iut  your  Golf  My  Way  video 
pop  it  in  the  tape  deck, 
go  to  your  club  and  spend 
lour  on  the  swing  trainer 
ing  sure  you're  "on  plane." 
it?  Wrong. 
A  lot  of  them  will  get  lessons  before  they 
,  and  they'll  have  three  or  four  different  keys 
link  of,"  says  Scott  Hoch.  "They're  usually 
idated  with  so  many  thoughts.  My  belief 
□u  can't  think  of  more  than  one  thing  in  a 
swing." 

'he  best  suggestion  is  to  follow  the  K.I.S.S. 
ory. 

'hat's  Keep  It  Simple,  Stupid. 

You  get  so,  you  can't  pull  the  trigger,"  says 


Jeff  Sluman. "You  become  more  frustrated,  you 
get  more  tension,  and  it  kind  of  snowballs 
from  there." 

"I  see  them  going  out  to  the  driving  range 
trying  to  figure  out  how  to  make  it  better,"  says 
Davis  Love  III.  "All  of  a  sudden  they  panic, 
listening  to  a  caddy  they've  never  seen  before 
who  doesn't  know  what  they're  talking  about." 

"They  get  worn  out  with  the  left  hand 
going  here  and  the  right  hand  going  there  and 
the  left  foot  going  here,"  says  Wadkins.  "Do 
what  you  normally  do  when  you  play  with 
your  wife." 

Break  In  Your  Shoes 
Don't  go  out  and  buy  a  new  pair  of  Foot-Joy 
Classics  for  the  pro-am  without  playing 
cart  golf  with  them  first.  "They  come  out 


there  in  shoes  that  don't  fit,  pants  that  are 
too  tight,"  says  Dave  Stockton.  "They've  got 
the  best  stuff.  It's  nothing  like  they  normally 
have.  It's  like  us  playing  at  the  Masters  and 
the  U.S.  Open." 

BREATHE 
Breathe? 

"Yeah,  breathe,"  says  Denis  Watson.  "They  get 
on  the  first  tee  and  everything  locks  up.  It's  very 
good  to  breathe."  A 
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Greener 


A  Great  Blue  Heron  looks 
over  the  Stadium  Course  at 
Sawgrass. 


THAN  EVER 


By  GonlonS.  White,  Jr. 

Photography  by  Pete  Fontaine! PGA  TOUR 
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f  you're  a  bird  migrating  from  Alaska, 
the  Yukon  or  British  Columbia  down  to  the 
Leeward  Islands  or  Venezuela  or  wherever  and 
you're  traveling  over  metropolitan  Las  Vegas 
and  look  down,  there's  a  lot  of  desert.  But  you 
keep  moving  and  looking  down  and  suddenly 
there,  right  over  there,  is  some  green.  A  little 
glide  downward  and  you  see  shrubs  and  trees  and 
some  wetland  areas  with  insects  and  some  cover  as 
a  good  place  to  rest.  Then  you  know  you're  going 
to  make  it  all  the  way  to  Venezuela  because  there 
is  habitat  with  life  along  the  way." 

That's  how  Ron  Dodson,  president  of  the 
Audubon  Society  of  New  York  State,  envisions 
a  migratory  bird's  hunt  for  a  resting  spot 
just  as  we  car-driving  mortals  might  look  for 
the  next  fast  food  joint  along  I- 10  between 
El  Paso  and  Tucson. 

Upon  closer  examination, 
Dodson's  migrating  bird  in 
Las  Vegas  will  see  those  big, 
two-legged  animals  in  peacock- 
bright  colors  beating  to  death  a 
small,  round,  white  thing  that 
looks  something  like  an  egg. 
That  is  because  this  bird  has 
come  to  rest  for  a  while  on  the 
Tournament  Players  Club  at 
Summerlin  in  Las  Vegas.  And 
since  all  1 1  courses  in  the  United 
States  TPC  Network  are  in  the 
Cooperative  Sanctuary  Program 
of  the  New  York  Audubon 
Society,  TPC  at  Summerlin  is  a 
particularly  inviting  pit  stop  for 
migratory  birds. 


"In  my  estimation,  one  of  the  most  impoi 
tant  things  that  folks  at  all  TPC  courses  and| 
golf  courses  in  the  nation  can  do  is  to  think 
which  birds  might  use  their  courses  for  jusijf 
short  time  in  the  migration  period,"  Dodso 
said.  "Then  work  to  enhance  the  habitat  foi 
those  birds." 

The  Audubon  Society  of  New  York  State, 
began  the  golf  course  Cooperative  Sanctuary 
Program  five  years  ago  under  the  direction  I 
Dodson  and  his  staff  and  with  the  blessing 
the  United  States  Golf  Association,  which  h 
contributed  financially  to  this  enhancement' 
of  natural  resources.  Dodson  got  the  idea  fo 
the  golf-sanctuary  program  when  an  upstati 
New  York  golf  course  superintendent  callec 
the  Audubon  Society  in  Albany  looking  for 


TPC  at  Summerlin  in  Las  Vegas 
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An  osprey  makes  its  home  on  the 
Stadium  Course  at  Sawgrass. 


answer  to  a  serious  infesta- 

of  skunks  on  the  fairways. 
•Jearly  1,000  golf  clubs 
;  joined  in  the  Cooperative 
ctuary  Program  so  far, 
uding  the  PGA  TOUR's 

rnament  Players  Clubs, 
ch  have  one  of  the  most 
•nsive  Audubon  programs 
he  nation. 

This  TPC  project  is  headed 
Cal  Roth,  director,  golf 
rse  maintenance  operations  for  Tournament 
'ers  Clubs  of  the  PGA  TOUR.  Roth  works  out 
he  TOUR's  home  office  in  Ponte  Vedra,  FL. 
n  its  guide  to  managing  these  Cooperative 
ctuaries,  the  New  York  Audubon  Society 
es:  "Across  the  United  States,  golt  courses 
valuable  green  spaces  for  wildlife.  Embracing 
natural  landscape,  golf  courses  provide 
itars  rich  in  local  plant  and  animal  species, 
the  American  countryside  and  the  wildlife  it 
ports  are  disrupted  by  the  development  of 
ns,  suburbs,  industry  and  roads,  we  must 
ughtfully  consider  ways  to  protect  and 
lance  existing  habitats.  Ultimately,  land 
raged  for  wildlife  is  also  more  satisfying  and 
syable  for  people." 

suggesting  ways  to  manage  golf  courses 
wildlife,  this  Audubon  guide  recommends: 
inging  feeders,  mounting  nest  boxes  for 
is,  and  managing  woodlands,  ponds  and 
f  play  areas  with  the  needs  of  their  wildlife 
nind." 

rPC  courses  indicate  a  variety  of  results 
ieved  through  proper  land  and  wildlife 
riagement  with  the  help  of  the  Audubon 
)perative  Sanctuary  Program.  In  each  case, 
TPC  protected  the  existing  wildlife  at  the 
f  course  property  and  then  added  greatly 
he  wildlife  on  the  course. 
Examples  of  TPC-Audubon 
peration  include  the  original  TPC 
irse  at  Sawgrass  in  Ponte  Vedra, 
which  was  a  soggy  swamp 
lorthern  Florida  before  the 
)  golf  courses  were  built 
re  in  the  1980s;  the  TPC  at 
nmerlin  in  Las  Vegas,  located 
a  high  desert  that  is  naturally  as 
'  and  parched  as  Sawgrass  is  wet 
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and  muggy;  and  the  TPC  of 
Michigan  in  Dearborn,  where 
Jack  Nicklaus  designed  a 
course  that  is  built  atop  a  for- 
mer industrial  dump  used 
by  auto  manufacturers  for 
disposal  of  scrap  iron,  rubber 
tires,  plastics,  glass,  etc. 

Dodson  said  he  could 
identify  over  200  species  of 
birds  at  the  TPC  at  Sawgrass 
over  the  course  of  a  year. 
Among  those  birds  are  the  bald  eagle,  that 
nests  there  in  the  winter;  the  wood  stork, 
osprey,  blue  heron,  screech  owl,  many  varieties 
of  hawks  and,  among  the  smaller  birds,  the 
eastern  bluebird,  tutted  titmouse,  Carolina 
chickadee,  various  woodpeckers  and  purple 
martin.  Nest  boxes  are  being  provided  for 
those  birds  that  use  them  while  other 
provisions  are  being  made  for  the  bigger 
birds'  requirements. 

There  is  an  osprey  nest  atop  a  tal 
dead  tree  back  of  the  seventh  tee  on 
the  Stadium  Course  at  Sawgrass. 
Cal  Roth's  crew  has  kept  many  dead 
trees  in  place  just  for  the  purpose 
of  providing  nesting  places  for 
those  rafters  that  want  the 
high  nesting  places. 


Wood  S  tork 


Microsoft  is  com- 
mitted to  pro- 
viding the  fastest, 
most  reliable 
technical  support 
in  the  industry. 


EVER  WONDER  WHAT  HAPPENED  TO 
THAT  RRAINY  KID  WITH  ALL  THE 
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In  fact,  we've  hired  1500  other 
smart  people  just  like  her. 

Why?  So  you  can  have  access  to 
the  very  best  technical  support 
in  the  industry. 

So  whenever  you  call  us  with  a 
question,  you'll  get  the  right  an- 
swer, right  away. 

And  so  you  can  get  your  job 
done  easier.  Faster.  Better.  Whether 
you're  discovering  the  magic  of 
spreadsheet  formulas  for  the  first 
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the  smoothest,  simplest  way  to  zip 
around  the  Microsoft  Windows" 
operating  system. 

The  way  we  see  it,  as  people  ex- 
plore the  limits  of  today's  more 
powerful  products,  the  job  of  pro- 
viding support  becomes  critical. 

So  at  Microsoft,we're  doing  the 
most  we  can  to  help. 

It's  like  having  1500  good 
friends  in  the  software  business.  Or 
like  you're  sitting  conveniently 
close  to  the  smartest  kids  in  class. 
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Jean  Mackay,  a  staff  ecologist  with  the  New 
York  Audubon  Society,  said  that  where  no  tall 
dead  trees  are  available  as  they  are  on  the  TPC 
at  Sawgrass,  ground  crews  have  been  getting 
help  from  local  telephone  companies  giving  the 
courses  old,  rotting  telephone  poles  that  are 
replaced  regularly.  These  poles  provide  superb 
nesting  platforms  and  perch  locations  lor  the 
rafters  such  as  hawks  and  osprey. 

Roth  said,  "The  bald  eagles  are  the  really 
dominant  bird  on  the  course  while  they  are 
nesting  at  Sawgrass,  usually  from  November 
to  March  or  April." 

And  of  course,  down  on  the  ground  and  in 
the  water  of  Sawgrass  there  wriggles  the  water 
moccasin,  copperhead,  rattler  and  alligator 
while  some  of  the  best  big  mouth  bass  in  the 
country  swim  the  waters.  Walking  through  the 
underbrush  are  raccoons,  armadillos,  rabbits, 
numerous  rodents  and  deer. 


At  Las  Vegas,  desert  tortoises  in  the  area  ' 
the  course  have  been  protected.  Since  lakes 
and  plants  were  added  to  the  Summerlin  prcc 
not  only  do  migratory  birds  make  pit  stops 
there  but  so  does  the  monarch  butterfly,  thai 
big  black  and  orange  beauty  that  travels  froi 
Canada  to  Mexico  and  back  each  year.  Milk 
weed,  the  monarch's  source  of  rood  and  prora- 
tion, is  planted  in  these  golf  course  habitats  > 
specifically  provide  a  spot  of  life  and  surviva 
for  the  majestic  butterfly.  Milk  weed  consuia 
by  the  monarch  butterfly  is  toxic  to  any  birc 
that  tries  to  eat  the  monarch. 

Even  though  the  TPC  of  Michigan  turnt( 
a  dump  site  into  a  pretty,  green  vista  to  attnit 
golfers,  as  well  as  wild  birds  and  small  anims 
such  as  raccoons,  squirrels,  rabbits  and  wooc 
chucks,  the  course  is  still  surrounded  by  hig 
speed  highways  and  the  noise  and  pollution  k 
goes  with  that.  It  is  located  only  a  few  momii 
drive  from  downtown  Detroit. 

Because  of  the  PGA  TOUR's 
concern  and  the  Audubon  Society! 
help,  the  Dearborn  course  has  beer* 
of  the  prime  reasons  that  Cal  Rotfl 
said,  "There  is  no  question  that  the; 
golf  course  programs  are  increasing^ 
wildlife  that  seek  that  type  of  habiit. 
Increase  the  v/etlands  that  normall; 
exist  and  increase  the  environments 
small  birds  and  small  rodents  that  I 
the  food  chain  for  larger  animals  ar 
you  increase  a  great  number  of  specs 
of  animals. 

"Every  year  since  opening  at 
Dearborn  we've  added  $125,000  jit 
to  develop  wetlands  habitats  there 
with  native  plant  materials.  And  wv 
added  signs  to  explain  to  golfers  wai 
animals  and  birds  are  there." 

As  part  of  the  Cooperative 
Sanctuary  program,  each  TPC  couiS 
has  signs  alongside  the  fairways  to 
tell  players  just  what  to  look  for  in 
the  way  of  wildlife.  At  TPC  course 
the  players  are  considered  custome- 
who  "should  have  an  experience  in 
golf  and  nature  to  remember  torevi, 
according  to  Roth. 

Agreeing  that  golf  courses  in  th 
Cooperative  Sanctuary  Program  an 
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SWEET  DREAMS. 


FORD  TAURUS 
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ased  on  1992  calendar  year  manufacturer's  reported  retail  deliveries 
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ng  to  wildlife  populations,  Dodson 
,  "The  Audubon  Society  of  New  York 
/ing  to  get  people  to  think  that  all 
gs  on  the  golf  course  are  interrelated 
3gically  and  think  of  the  basic  neces- 
>  of  life:  food,  water,  cover  and  space." 
istead  of  solving  a  temporary  problem 
as  white  grubs  in  the  fairways  by 
g  harsh  pesticides,  Dodson  suggests 
green  keeper  or  superintendent 
ve  some  roses  to  another  location 
ne  property  so  that  the  white  grub 
ipanese  beetle  moves  also.  People 
ild  think  of  alternatives  to  dropping 
bomb." 


ven  in  the  construction  of  a  new 
se,  Dodson  recommends  that  before 
3ig  land-moving  machinery  goes  to 
c  to  shape  a  course,  serious  consider- 
1  be  given  to  what  lives  and  grows 
tie  property. 

We  suggest  designers  and  builders  of 
ses  learn  the  habitats  of  any  species  on 
proposed  course  site.  Then  we  suggest 
rporating  that  habitat  in  the  design  of 
:ourse  so  that  rather  than  going  in  and 
pletely  changing  home  sites  of  these 
rials  and  plants  the  builders  map  out 
lin  sensitive  areas  and  protect  and  preserve 
e  habitat  areas.  Maybe  this  will  mean 
ing  the  course  a  bit  differently  than 
inally  planned.  But  in  the  long  run  it 
preserve  and  enrich  the  natural  setting, 
ch  only  makes  the  golf  course  more 
iyable  for  everyone  and  everything  that 
5  and  grows  and  plays  on  the  course." 


ie  McCal/ister  lands  and  releases  a  large  mouth  bass. 


There  are  tour  TPC  sites  in  Florida,  one  in 
Connecticut,  one  in  Maryland,  one  in  Arizona, 
one  in  North  Carolina,  one  in  Tennessee,  one  in 
Michigan  and  one  in  Nevada.  Other  licensed 
TPC  facilities  are  in  Texas  and  California.  The 
TPC  of  Scottsdale  consists  of  two  18-hole 
public  courses,  one  of  which  is  the  Stadium 
Course  used  annually  for  the  Phoenix  Open. 
The  other  is  the  Desert  Course  that  provides  a 
superb  location  for  wildlife  and  desert  vegeta- 
tion that  made  it  possible  for  the  construction 
of  another  new  course  in  the  Phoenix  area. 

As  in  Nevada,  laws  in  Arizona  require  that 
no  desert  plants  or  vegetation  may  be  destroyed 
during  the  construction  of  a  home,  building,  or 
even  recreation  area  such  as  a  golf  course.  Those 
plants  must  be  moved  and  replanted. 

"We  went  into  the  Desert  Course  at  Scotts- 
dale," Roth  said,  "And  planted  22  acres  of 
desert  plants  and  vegetation  from  another  site. 
People  at  that  other  course  being  constructed 
in  the  valley  made  arrangements  with  the  city 
and  with  the  Arizona  fish  and  game  department 
to  move  their  wildlife  habitat  over  to  our  golf 
course.  So  we  have  22  acres  of  trees  and  shrubs 
and  grasses  from  the  other  site  solely  for  the 
purpose  of  creating  a  wildlife  habitat." 

No  longer  is  a  walk  of  four  or  five  miles 
around  a  golf  course  just  an  exercise  in 
frustration.  Now  we  can  think  of  golf,  at  TPC 
courses  in  particular,  as  a  truly  enjoyable 
experience  with  nature.  A 


Anhingas  and  Cormorants 
find  comfort  on  the  Stadium 
Course  at  Sawgrass. 
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Chippin 


Away 


Dan  Forsman 


By  Bob  Verdi 

In  no  other  sport  —  baseball,  basketball, 
football  -  is  true,  red,  white  and  blue 
American  capitalism  so  evident  as  in  golf. 
It's  each  to  his  own  ball  in  golf,  with  no 
guaranteed  long-term  contracts,  regardless  of 
performance  or  ability  even  to  participate.  If  a 
golfer  incurs  injur}',  there  is  no  paycheck  await- 
ing him  upon  his  entry  to  the  whirlpool,  and  no 


team  official  handing  out  meal  money  at  the! 
port  before  each  trip  -  about  $60  in  sports  w| 
know  and  love.  In  golf,  there  are  no  teammaj 
to  make  you  forget  a  bad  day  at  the  office  anj 
course,  the  homily  is  painfully  true.  In  golf,  i 
rules  require  that  you  play  your  foul  balls. 

Oh,  it  sounds  so  cushy,  this  idea  of  strollirS 
plush  green  fairways  on  all  those  shiny 
days.  Travel,  courtesy  cars,  sandwiches  in  tht! 
locker  room. 

And  then  comes  the  good  part.  Every  Surj 
some  70  or  so  of  the  chosen  few  tee  it  up  fort 
the  privilege  of  divvying  up  maybe  SI  mill! 
or  so  in  tournament  prize  money.  Not  bad  c| 
if  you  can  get  them.  Not  bad  at  all.  Then,  yl 
repeat  this  process  virtually  every  week  of 
every  year,  from  January  through  October,  ag 
which  there  is  a  brief  intermission  decorated- 
by  all  varieties  of  special  events  for  fun,  but! 
mostly  profit. 

And  they  call  this  work? 

Alas,  there  is  the  other  side  of  the  moorl 
Granted,  homelessness  and  starvation,  two  c| 
that  bedevil  our  society,  are  not  burning  issil 
on  the  wildly-successful  PGA  TOUR.  But  tl 
70  or  so  golfers  of  whom  we  spoke  have  acccf 
plished  no  small  task.  They've  survived  the  <K 
Half  the  field  doesn't  each  Friday,  and  thosl 
gentlemen  depart  the  premises  poorer  for  tf 
experience.  In  no  other  athletic  endeavor  is  tl 
such  quality  control.  Literally,  golfers  are  ill 
a  league  by  themselves.  In  golf,  the  only  sui 
winner  is  charity  —  $22  million  plus  in  19f5 
more  than  all  other  sports  combined. 


8»»-222-TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
uries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
d  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
arable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

Whenyour  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


Were  Proud  To 
FlyAllThose 
Who  Drive 
For  A  Living, 


Congratulations  to  all  the  players 
of  the  PGA  from  all  the  professionals  at  Delta  Air  Lines. 
We  couldn't  be  happier  to  have  made  the  Tour. 


^  DELTA 

TfwOffiaalAirlineOfThePGA  TOUR. 
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;our  members  of  the  PGA 
UR  earned  in  excess  of 
million  in  official  money 
ing  the  1992  season.  How 
ay  $3  millionaires  are 
e  in  baseball  as  we  speak? 
ast  count,  100.  Tom  Kite, 
~s  all-time  career  banker, 

declared  more  than 
million  since  joining  the 
UR  in  1972.  Meanwhile, 

in  San  Francisco,  the 
nts  have  committed  to  an 
fielder  named  Barry  Bonds 
something  like  $42  mil- 
;.  It's  all  relative, 
fou  want  depth  of  com- 
ition?  Consider  this, 
d  Couples  led  that  1992 
ney  list  with  a  haul  of 
344,188,  off  a  TOUR- 
t  scoring  average  of  69-38  strokes  per 
nd.  In  the  20th  spot  on  the  money  list  was 
Haas,  who  earned  $629,628,  or  slightly 
than  half  of  Couples'  bankroll.  Yet,  Haas' 
ring  average  was  70.02  per  round,  or  merely 
of  a  stroke  worse  than  Couples'.  And  you 
rider  why  these  fellows  take  their  time  about 
,ng  up  a  three-foot  putt?  Why  they  don't 
ile  and  tell  jokes  as  they  stand  over  the  ball? 
Enough  of  this.  Let  us  gently  probe  the  bot- 
n  lines  of  three  card-carrying  members 
he  PGA  TOUR  (another  story  that  is  alto- 
her,  securing  that  precious  document  they  all 
:d  to  get  through  the  door  of  the  clubhouse). 
Dan  Forsman,  34,  on  the  PGA  TOUR  since 
33,  had  amassed  $2,274,656  lifetime  enter- 
;  1993.  Finished  10th  on  the  1992  money 
with  $763,190,  his  best  season  by  far. 
nner  of  four  tournaments,  including  the 
?2  Buick  Open.  Established  pro,  can  beat 
'body  or  everybody  on  any  given  Sunday. 
Tom  Lehman,  34,  joined  the  TOUR  in  1983 
a  cameo  appearance  and  then  again  in  1992. 
:ned  $579,093  last  year,  or  almost  his  entire 
eers  total.  Better  later  than  never,  declaring 
nself  on  the  pro  circuit  and  gaining  respect 
th  each  week.  Maybe  even  a  "hello"  from 
jerstars  who  didn't  know  he  was  around  before. 
Kelly  Gibson,  28,  earned  $137,984  last  sea- 
1,  his  first  on  the  PGA  TOUR,  to  finish 


Turn  Lehman 


105th  on  the  money  list. 
Played  several  seasons  on 
the  Hogan,  now  NIKE,  and 
Canadian  tours,  has  played 
well  early  this  season.  One 
of  the  numerous  young  turks 
who  make  sure  the  veterans 
know  what's  moving  up  in 
the  rear  view  mirror. 

Forsman,  Lehman  and 
Gibson  might  be  names  and 
faces  to  be  placed  later  by 
the  average  fan  who  is  famil- 
iar with  Couples  and  Kite 
l&^p*^    or  the  "Great  White  Shark" 
^«MK^4    and  the  "Golden  Bear.' 

But  Forsman,  Lehman  and 
Gibson  are  what  the  TOUR 
is  all  about  —  quality  within 
the  quantity  of  players  who 
are  all  ready,  willing  and  able 
to  seize  the  moment,  then  the  trophy  and  then 
the  spotlight.  But  that  ride  to  the  first  tee  with 
the  last  group  on  Sunday  can  be  turbulent, 
nerve- wracking  and  rife  with  disasters,  unnatural 
and  natural. 

"I'm  not  complaining, 
because  this  is  what  I  want 
to  do  and  what  I  love  to 
do,"  said  Forsman.  "But 
there's  a  whole  lot  that  goes 
into  it.  I  won  the  Buick 
Open  last  season  (in  a  play- 
off with  Steve  Elkington) 
and  that  meant  first  prize 
of  $180,000.  People  look  at 
that  and  say,  'wow!'  Well, 
it  is  a  lot  of  money.  But  I 
look  at  it  that  it's  taken  ten 
years  for  me  to  get  into 
that  position.  There's  a  lot 
of  sacrifice  that  goes  into  it, 
and  a  lot  of  expense. 

"I've  got  a  wife,  Trudy, 
and  two  children,  Ricky 
and  Thomas.  I  want  to  be  with  them  as  much 
as  I  can,  and  that  means  bringing  them  along 
on  the  road.  When  I  just  started  out,  $100 
seemed  like  all  the  money  in  the  world  to  spend 
on  hotels  and  meals.  It  isn't  that  way  anymore, 
but  I  still  look  for  the  most  bang  to  the  buck. 


Four  members  of 
the  PGA  TOUR 
earned  in  excess  of 
$1  million  in  offii 
money  during  the 
1992  season. 


Till-:  BUSINESS  OF  THE 

TOUR 
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Tom  Lehman 


When  we  go  to  a  tournament  together,  I  figure  on 
anywhere  from  $2,000  to  $3,000  a  week,  depend- 
ing on  where  you  are  and  how  far  you  have  to 
go.  Once  in  a  while,  you'll 
make  friends  with  people  who 
offer  you  private  housing,  but 
not  often. 

"Mostly  it's  hotels,  and  if 
you  play  30  events,  that's 
at  least  $60,000  off  the  top. 
Then  there's  tipping.  The 
locker  room  attendants  all  do 
a  nice  job  and  all  have  to  live. 
My  caddie  is  important  to  me, 
too,  of  course  -  Greg  Martin. 
He  gets  a  salary  of  up  to  $500 
a  week,  plus  a  percentage  of 
my  winnings  up  to  10%.  It 
all  adds  up.  We  do  get  a  break 
from  Delta  Air  Lines  on  plane 
tickets,  maybe  45%  off  full 


coach  fare.  But  if  you  buy  one  of  those  super 
savers  to  leave  a  tournament  on  a  Sunday  nigh, 
and  you  miss  the  cut  on  Friday  night,  what  J 
you  going  to  do?  Hang  around  for  two  days,  i 
go  home  to  be  with  the  family?  You  go  homi, 
because  there's  no  price  you  can  put  on  that.  5 

"I  remember  when  I  really  was  hurting  foi 
money,  my  rookie  year  on  the  TOUR.  I  had 
missed  something  like  four  cuts  in  a  row  and! 
was  at  the  Memphis  Classic,  in  good  position! 
survive.  But  I  choked  like  a  dog  on  the  last  ck 
pie  holes,  missed  the  cut,  and  just  came  into  h 
clubhouse,  stretched  out  on  a  bench  and  criec 
That's  what  I  mean  about  putting  ten  years  ii 
to  be  in  a  position  to  earn  that  $180,000  at  t| 
Buick  Open.  If  I  make  the  same  money  for  tfo 
next  five  or  ten  years  that  I  made  last  year, 
maybe  I'll  get  satisfied.  You  know,  fat  and  sajy 
lose  my  edge.  I  don't  think  so.  I  hope  not." 

Forsman's  lone  concession  to  his  windfall 
speaks  well  of  his  priorities  and  disinclinatio 


Mitsubishi  Electronics  Forms  The  Perfect  Diamon 


! 


The  new  DiamondTel"  22X 
is  so  small,  so  light,  you'll  barely 
notice  its  presence. 

But  advanced  engineering 


by  Mitsubishi  Electronics  has 
made  this  micro-portable  one 
of  the  most  desirable  cellular 
phones  you  could  own. 


A  new  high -performed 
antenna  yields  outstandie 
signal  quality.  A  built-in  ]§r 
any-key  answering  and  ai|) 
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e  giddy.  He'll  finish  up  that  basement  on 
family  home  in  Provo,  UT  -  a  project  that 
in't  immediately  concern  Lehman,  who  has 
1  chided  by  brother  Jim  as  being  the  "richest 
•tment  dweller  in  the  U.S.A."  Lehman,  wife 
issa  and  their  two  young  girls,  Rachael  and 
ly,  rent  a  modest  three-bedroom  residence 
cottsdale,  AZ.  They're  looking  around,  but 
e's  no  hurry.  If  there's  one  thing  Tom  Lehman 
ned,  it's  patience. 

}olf,  alas,  is  like  any  other  worthwhile 
eavor.  You  work,  work,  and  work  in  hopes  of 
.king  it,"  and  once  there,  there  is  more  work 
to  stay  there.  Don't  look  over  your  shoulder, 
ther  Lehman  might  be  gaining  on  you  with 
-found  confidence. 

On  the  Hogan  Tour,  if  you  spent  $50  for  a 
;1  room,  you  felt  like  you  were  high  on  the 
,"  Lehman  said.  "We  were  all  in  the  same 
t,  though,  and  that  made  it  enjoyable.  None 
s  had  much,  we  were  all  struggling,  and 


there  was  great  togetherness.  It  also  taught  you 
how  to  win.  The  money  on  the  PGA  TOUR  can 
be  staggering,  even  if  you  don't  win.  I  picked 
up  an  added  $165,000  or  so  last  year  from 
endorsements  and  such.  That's  nothing,  com- 
pared with  what  you  hear  a  Phil  Mickelson 
making.  But,  if  I  owned  a  golf  company  and  I 
wanted  to  tie  up  somebody  for  the  long  range, 
he's  probably  the  guy  I'd  want  too." 

Lehman,  as  Forsman,  tends  to  be  conservative. 
With  kids  in  tow,  the  preferred  accommodations 
on  the  road  contain  such  amenities  as  kitchen 
facilities.  Cooking  in  needn't  be  a  nightly 
proposition,  however,  and  if  Lehman  has  to 
pop  for  $250  to  feed  and  entertain  the  family, 
what  money  could  be  better  spent?  He  values 
his  caddie,  Andrew  Martinez,  who  is  treated 
accordingly:  the  salary  is  a  flat  $500  per  week, 
until  and  if  Lehman  reaches  $100,000  in  earn- 
ings. Then  the  weekly  salary  grows  by  $100. 
And  so  on,  for  every  increment  of  $100,000. 


You  work,  work, 
and  work  in  hopes  of 
"making  it, "  and 
once  there,  there  is 
more  work  just  to 
stay  there. 
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r  are  the  latest  of  many 
es.  And  when  you  cradle 
ny  phone  in  your  hand, 
wonder  how,  at  only 
nces,  it  can  deliver  a  full 
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hour  of  talk  time  (or  2ll2  hours 
with  the  high-capacity  battery). 

And  while  you're  shopping 
for  diamonds,  be  sure  to  look  at 
the  DiamondTel  M-14  mobile 


and  92T  transportable  phones. 

For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 

^DiamondTel 


©1993  Mitsubishi  Electronics  America,  Inc.  800  Biermann  Court,  Mount  Prospect,  1L  60056. 


REASON  #1 


If  your  business  depends  on  its  800  service         handling  all  your  800  calls,  even  for  a  few  r, 
to  do  business,  that  could  lead  to  a  lot  of  sleepless       utes,  you  could  be  out  of  business, 
nights.  Because  if  something  prevents  you  from  If  you  lose  calls  for  just  three  minutes  a 


jrnin. 


m  're  in  the  package  delivery  business,  it  could 
)Styou  thousands  of  dollars  worth  of  customer- 
ills.  If  you're  in  the  airline  business,  hundreds 
thousands  of  dollars;  the  financial  services 
business,  millions  of  dollars. 

\f\f\    But  if?011  bave  Am<MEGAcoM® 

}\J\J  800  Service,  we  can  protect  you  from 
"  this  kind  of  nightmare.  Because  we're 

itroducing  The  AT&T 800  Service  Never  Miss  A 
all  Guarantee* 

Once  you  sign  up,  if  something  happens, 
'e  can  automatically  protect  those  calls, 
11  those  opportunities  to  generate  revenue, 
)you  '11  virtually  never  be  ou  t  of  business. 

Some  rather  amazing  reliability  features 
)at  provide  backup  routes  and  fail-safe  sys- 
'ms  enable  us  to  offer  this  rather  amazing 
uarantee. 

If  your  primary  location  is  busy  or  it's  an 
fter-hours  situation,  we'll  automatically  route 
our  calls  via  an  alternate  path  to  your  desired, 
redesignated  location.  Or  we  can  overflow  to 
iher  lines  in  yourcmter. 


And  we  also  offer  you  the  option  of  auto- 
matically rerouting  your  calls  so  your  customers 
can  leave  you  a  message. 

And  if  you  sign  up  by  November  15,  you  '11 
get  free  installation** for  the  features  you  select. 

So  if  you 've  been  tossin '  and  turnin,' worrying 
about  your  800  service,  now  you 've  got  a  great 
reason  to  relax.  Because  now,  AT&T  800  Service 
guarantees  that  you'll  "Never  Miss  A  Call". 

And  that  could  help  you  sleep  like  a  baby. 

Tide  AT&800  Service  Never  Miss  A  Call  ' 
Guarantee.  The  number  one  reason  to  choose 
Am 800  Service. 

To  sign  up,  call  your  Account  Executive 
or  I  800  441-NMAC 

M&T  The  Best  in  the  Business. 


1993  AT&T 

>nding  tariff  effectiveness.  The  Never  Miss  A  Call  Guarantee  is  based  on 
tstomer  installing  at  least  one  of  the  specified  reliability  features.  If  an  800 
ill  is  ever  missed.  AT&T  will  refund  the  monthly  service  charge.  "Free  instal- 
tion  is  for  features  only  Must  be  installed  by  December  15.  1993  Customer 
ust  keep  AT&T  MEG ACOM  800  Service  and ' installed  featurets)  for  six 
onths  or  they  will  be  billed  for  the  waived  charges.  Other  conditions  apply. 


AT&T 


As  the  1992  season  ended 

Bis  Bertha 


It  doesn  'I  take  a 
physicist  to  see  tiiat 
Big  Bertha  is 
preferred  In/  the 
wiliest  range  of 
great  golfers  - 
young  men,  seniors 
and  young  ladies. 


i  was  the  #  1  Driver 
on  three  of  the  four 
PGA  Tours. 


SEPTEMBER  25-27 ,1** 
DKIVE^ 

TAYLOR 

pounders 

PING 

pother  drivers 
Total  drwers 


#I  on  the  LPGA  Tour 

J992  LOS  COYOTES  rpnIT,  T 
LOS  COYOTES  CIASSIC 

^CALLAWAY 

TAYLOR~~ 

DATWA 

MlZUNO 

CLEVELAND 
LANGERT 
YONEX 
COBRA 

Mother  dnVers 
TotaJ  drivers 


15 


The  Darreil  Survey  information 
represents  a  statement  of  fact  and  is 
not  intended  to  be  an  endorsement 


150LF 

YOU  CAN'T  ARGUE  WITH  PHYSICS' 

2285  Rutherford  Road,  Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)931-1771 
In  Canada,  call  (604)598-4114 

Call  us.  We  ll  tell  you  who  carries 
Callaway  in  your  area. 

Callaway,  Big  Bertha  and  the  Sir  Isaac  Newton  figure 
are  registered  trademarks  of  Callaway  Coif  Company 


SUNDERS 
PfiOBE 

ANVJL 
BULLET 
cOBRa 
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Lehman  tithes  10%  of  wages  to  the 
vship  of  Christian  Athletes, 
[y  wife  and  I  decided  a  while  ago,"  said 
an.  "If  I  can't  support  us  on  what  I  make 
golf,  I'll  go  do  something  else.  There  are 
of  chances  to  pick  up  a  few  extra  bucks 
the  way,  with  Monday  corporate  outings 
ach.  But  they  can  be  hectic,  not  only  for 
ife  and  kids,  but  for  me.  If  I  can  get  to  a 
ament  rested  and  focused  and  shoot  two 
;s  better  because  of  it,  I'll  make  more  than 
ild  have  by  running  all  over, 
till  out  here  able  to  earn  more 
98%  of  our  population.  You 
nish  100th  on  our  money  list 
till  earn  $150,000.  Not  a  bad 
;.  Not  bad  at  all.'' 
rsman  heartily  seconds  that 
n  about  extra-curricular  activi- 
Last  year,  while  practicing 
e  the  Buick  Open,  he  found 
;lf  with  a  long  and  arduous  putt 
e  18th  green.  Come  Sunday,  he 
d  up  with  a  similar  test  that 
ted.  Had  he  been  off  some- 
:  else,  who  knows?  Mind  you, 
nan's  agenda  most  definitely 
ides  pro-am  events.  Payne 
art  said  it  best.  Sundays  are 
>ht  to  be  the  most  significant 
on  TOUR,  but  Wednesdays 
le  lifeblood. 

give  it  everything  I  have  when 
Y  the  pro-ams,"  Forsman  said, 
n't  feel  right  if  I  don't.  Those 
le  people  who  support  us,  who 
tie  bills.  If  I  can't  give  something  back 
;  sport  that's  given  so  much  to  me,  some- 
's wrong." 

ibson,  single  and  apparently  carefree,  has 
?ad  still,  too.  If  he  happens  to  be  home 
i  his  beloved  New  Orleans  Saints  are  also 
,  he'll  find  a  ticket  and  you  can  book  it. 
ie  also  owns  the  same  '86  automobile  that 
d  when  reaching  for  the  brass  ring  seemed 
tasy  instead  of  a  distinct  possibility, 
slept  in  some  pretty  raunchy  hotels  before 
here  and  sometimes,  when  I  couldn't  get 
ap  room,  I  just  slept  in  the  car,"  Gibson 
"I  have  the  fear  of  failure  in  me,  which  is 
ably  pretty  good.  There  are  so  many  veter- 


ans who  can  play  on  the  TOUR,  and  so  many 
young  guys  like  me  who  think  they've  got  it 
made  and  then  disappear.  I  don't  know  whether 
I  have  the  game  to  make  it  out  here.  I  think  so, 
I  hope  so.  But  I  have  my  insecurities.  I  also 
know  there's  nothing  else  I  want  to  do  with  my 
life,  if  I  can  do  this.  I  keep  in  touch  with  my 
buddies  back  home.  There  are  guys  busting 
their  tails  to  earn  in  a  year  what  I  can  earn  in  a 
short  time.  But  there's  pressure.  I  had  about 
$36,000  in  the  first  two  months  of  last  season, 


and  all  I  could  think  about  was,  keep  it  going. 
Keep  your  card.  The  competition  out  here  is 
unbelievable,  but  what  a  rush  when  you  do 
well.  There's  nothing  like  it.  Nothing.  I  want 
to  be  good." 

Dan  Forsman,  a  complete  professional  in 
every  sense,  might  advise  that  the  best  way  to 
reach  peace  of  mind  in  regulation  is  to  be  oneself. 

"To  the  victors  go  the  spoils,"  he  said. 
"We  all  want  to  win.  But  I  also  want  to  be  a 
gentleman,  not  something  contrived.  I  don't 
have  the  charisma  ol  some  of  the  stars  on  TOUR. 
It  can  be  a  fast  track.  But  Jack  Nicklaus  said 
it  all.  Don't  play  for  the  money  of  it.  Play  for 
the  love  of  it."  ▲ 


Dan  Fonnh, 
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TPC  Golf  Schools 
The  Winning  Edge 


/\  k>'""/'  "I  golfers 
gather  for  ti 
I !'(  Golf  School 
It  tsion  on  the 
Stadium  Count  ' 
Lit  Sawgrass. 


By  harry  Dorman 

Photography  by  Pete  Fontaine  I  PGA  TOUR 

Jay  Lumpkin  is  about  to  go  through  a 
remarkable  transformation.  He  is  standing 
in  his  office  at  PGA  TOUR  headquarters  in 
Ponte  Vedra,  FL,  assuming  the  position  of 
a  high-handicap  golfer.  You've  seen  the  pose  - 
knees  locked  straight,  back  hunched  over,  hands 
up  and  out  —  too  far  from  the  body,  tensely 
choking  the  grip  until  the  forearm  veins  pop 
out  like  purple  ribbons. 

Then,  like  one  of  those  scenes  from 
Terminator  II,  Lumpkin  "morphs."  The  entire 
pose  converts  from  the  one  on  the  mats  at  a  seedy 
driving  range  to  one  on  the  practice  tee  at  a 
PGA  TOUR  event. 


The  posture  relaxes,  the  club  position  is 
perfect,  the  angle  of  the  spine  is  exact,  the  knee 
flex  is  15^  degrees.  The  change  is  so  smooth  and 
startling  it  looks  like  some  Disney  special  effect. 

"Obviously,  we'd  love  to  be  able  to  change 
one  of  our  students  just  like  that,"  Lumpkin 
says,  snapping  his  fingers.  "It's  not  quite  that 
simple.  But  it  can  be  a  lot  simpler  and  more 
fun  than  people  think. 


jay  Lumpki 


Training  the  body  and 
mind  to  play  golf  is  the  goal 
of  the  TPC  Golf  Schools,  a 
network  of  learning  centers 
for  PGA  TOUR  Partners, 
members  of  Tournament 
Players  Clubs  and  corporate 
clients  set  up  and  presided 
over  by  the  PGA  TOUR. 
Schools  are  conducted 
regularly  at  nine  TPCs 
around  the  country,  from 
Florida  to  Arizona  to 
California. 

Overseeing  the 
organization  and  admin- 
istration of  the  schools  is  Lumpkin, 
the  director  of  instruc  tion.  The  approach  he  has 
come  up  with  is  what  you  might  expect  from  an 
organization  of  the  best  golfers  in  the  world.  It 
is  direct,  concise  and  as  scientific  as  the  grand 
auld  game  ever  gets.  And,  to  hear  the  people 
who  have  attended  the  schools  tell  it,  it  works. 

Playing  golf  well  is  that  most  tantalizing 
and  yet  elusive  aim.  Conflicting  programs  and 
theories  abound.  Like  demanding  children, 
they  tug  at  your  pantlegs  and  shout  to  be  heard, 
[kit  a  golf  game  must  be  raised  like  a  child. 
With  building  blocks  that  lead  to  consistent  and 
firm  development. 

This  is  part  of  what  sets  the  TPC  Golf 
Schools  apart.  The  TOUR  has  at  its  disposal  all 
the  resources.  Tapping  into  that,  and  bringing 
it  to  the  potential  student,  is  the  key. 

Lumpkin,  35,  is  the  linchpin.  He-  played  the 
game  well  enough  to  win  the  19<"f7  PGA  Club 
Professional  Championship  at  PGA  West,  one  of 
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s  most  demanding  golf  courses  in  America, 
id  he  has  been  recognized  as  one  of  the  finest 
itructors  in  the  game.  Now  he  runs  the  pro- 
am  that  endeavors  to  bring  an  understanding 
the  golf  swing  and  the  game  of  golf  to  PGA 
XJR  Partners,  TPC  members  and  clients  in  a 
ghly  competitive  field. 
"My  goal,  for  everyone  who  comes  through 
ir  program,  is  to  get  them  through  the  maze 
myriad  of  information  that's  out  there  on  the 
>lf  swing  and  find  the  swing  that  works  best 
r  them  as  quickly  as  possible,"  Lumpkin  says, 
lien  we  want  to  give  them  a  proven  recipe 
take  that  swing  they're  learning  and  create  a 
insistent  motion  with  it."  The  TPC  Golf  Schools 
ake  it  happen  through  a  combination  of  factors 
tat  are  unique  to  them. 

First  is  the  employment  of  state-of-the-art 
aching  aids,  including  multiple  camera  views 
each  student's  golf  game. 
"It  is  really  a  question  of  perception  and 
ality,"  Lumpkin  says.  "Most  of  the  time  what 
udents  feel  or  perceive  they  are  doing  and  what 
ley  are  actually  doing  are  two  different  things." 

Students  are  taught  how  to  use  video  analysis 
>  a  tool  of  positive  reinforcement.  Each  student 
aves  the  school  with  concepts  of  the  four  ways 
ayone  learns. 

•Verbal  understanding  and  knowledge 
•Visual  imaging  of  correct  motion 
•Kinesthetic  feel  of  correct  motions  or  positions 
•Experience  of  hitting  good  shots  their  new  way 


ay  Lumpkin  directs  Jim  Holder  as  Mike  Kaufmann  looks  on. 


"The  key  is  to  de  velop  a  video  library  of  the 
evolution  of  each  student's  technique  on  and  off 
the  course,"  Lumpkin  says. 

All  this  is  overseen  by  the  staff  at  the  schools 
and  conveyed  to  the  students  in  simple  terms 
aimed  at  giving  each  student  something  to  take 
with  them  when  the  3-1/2-day 
or  2-1/2-day  sessions  are  done. 

"My  job  as  a  teacher  is  to 
teach  them  how  to  teach  them- 
selves," Lumpkin  says.  "If  they 
understand  what  their  tendencies 
are,  and  how  they  compensate 
for  them  in  their  swing,  if  they 
understand  how  to  use  some 
tools,  like  video  equipment, 
how  to  look  at  it  and  under- 
stand what  to  watch  in  their 
swing,  they  can  create  their 
own  self-learning  environment 
where  they  can  get  to  the  cause 
of  their  problem  and  fix  it." 

The  students  at  the  schools 
come  from  all  sorts  of  backgrounds  and  ability 
levels.  Handicaps  range  from  near  scratch  to  over 
30.  They  share  a  common  desire  to  improve,  and 
they  get  the  opportunity  from  the  first  morning. 

"One  thing  that  really  impressed  me  about 
Jay  was  his  preparation  and  attention  to  detail," 
says  Sam  Spiegel,  42,  a  Washington,  DC,  archi- 
tect who  attended  the  school  at  TPC  at  Avenel 
in  Potomac,  MD.  "He  knew  something  about 
each  player's  game  before  we  even  assembled. 
That  made  me  realize  he  cared  about  what  we 
were  as  golfers  and  in  making  the  school  a 
productive  experience." 

When  he  started  at  the  school,  Spiegel  was 
a  10-handicapper,  largely  self-taught,  a  good 
athlete  who  had  played  golf  in  high  school 
and  college.  He  was  struggling  with  his  game 
because  he  couldn't  improve,  and  was  having 
some  problems  slicing  the  ball. 

His  is  a  case  study  in  how  players  sometimes 
must  sacrifice  the  comfortable  if  they  are  to 
improve.  Since  the  school,  his  handicap  hasn't 
improved,  but  his  ballstriking  and  flight  path 
have.  He's  confident  the  rest  will  come. 

As  someone  who  conceptualizes  and  designs 
buildings,  Spiegel  understands  the  importance 
of  building  from  the  foundation  up.  This  is  an 
integral  part  of  the  TPC  Golf  Schools.  Giving 


Jay  Lumpkin  begins  with 
the  basics. 


The  TPC  Golf 
Schools  make  it 
happen  through  a 
combination  of 
factors  that  are 
unique  to  them. 
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each  student  a  foundation  from  which  to  get 
better  Thete  aren't  any  shortcuts  to  that,  but  it 
doesn't  necessarily  devolve  that  each  individual's 
game  is  torn  down  and  rebuilt.  Part  of  Lumpkin's 
success,  and  that  of  his  teaching  staff,  comes 
from  the  willingness  to  work  with  what  each 
student  brings  to  the  task. 

Take  the  case  of  Jim  Holder  of  Winston- 
Salem,  NC.  Holder,  65,  recently  retired  from  the 
Hanes  Co.  and  was  looking  to  improve  his  golf 
game.  His  son-in-law  gave  him  a  Christmas  pre- 
sent that  will  last:  a  3-1  /2-day  TPC  Golf  School 
at  the  TPC  at  Sawgrass  in  Ponte  Vedra,  FL. 

"I've  been  playing  golf  for  40  years,"  Holder 
says,  "so  it's  going  to  be  difficult  for  somebody  to 
take  all  the  bad  habits  and  everything  I've 
learned  and  make  me  unlearn  it  in  three  days. 
What  impressed  me  was  the  way  they  under- 
stood things  about  what  I  was  doing  and  helped 
me  make  changes  that  I  could  understand." 

While  the  changes  were  being  implemented 
—  adjustments  to  his  grip  and  setup  -  Holder 
was  adjusting  his  own  attitude.  Like  most  casual 
golfers,  he  had  never  considered  working  on 
specific  parts  of  his  game  to  improve.  Now  he 
realized  the  importance  of  it. 

"If  you  want  to  do  something  better,  you'll 
spend  time  working  on  it,"  he  says.  "And  a  lot 
of  the  things  I  learned,  I'm  able  to  work  on  them 
even  when  I'm  not  at  the  golf  course." 


Personalized  instruction  at  the  schools  begin 
immediately.  Each  student  learns  about  the  full 
swing  and  the  short  game  throughout  the  course 
and  there  have  been  some  huge  differences 
documented  between  students'  first  awkward 
passes  and  their  last.  The  instruction  includes 
sessions  on  on-course  strategy  and  special  drills 
and  exercises  that  can  be  accomplished  either 
at  home,  a  practice  range  or  golf  course. 

"The  instructor  I  worked  with,  you  could 
tell  he  was  interested  in  what  I  thought,"  says 
John  Goolsby,  51,  a  real  estate  developer  from 
Las  Vegas  who  went  through  the  school  last 
year  at  TPC  at  Summerlin  in  Las  Vegas.  "Thai 
made  the  atmosphere  more  informal,  and  made 
me  want  to  exchange  ideas. 

"I  picked  things  up  I  could  use  on  the  golf 
course  even  at  the  cocktail  parties." 

That  the  highly-focused  atmosphere  would 
extend  to  social  events  is  no  accident.  It's  part 
of  the  concept  designed  to  clear  students'  minds 
and  allow  them  to  change  their  approach  to 
learning  about  their  own  golf  swing. 

Research  into  the  swing  has  shown  that  the 
golf  course  is  not  necessarily  the  best  place  to 
learn  the  game.  Working  without  a  club  and 
without  a  ball  can  give  a  student  understanding 
about  why  certain  motions  work. 

"I  think  there's  just  a  lot  of  confusion  out 
there,"  Lumpkin  says.  "They're  hearing  things 
and  reading  different  magazines  and 
watching  videos  and  listening  to 
their  teacher  at  home.  We  want  to 
impart  information  to  them  that  is 
based  on  sound  scientific  principles 
of  motion  in  sports,  not  something 
that  was  dreamed  up  by  Jay  Lumpkin 

"We  see  things  and  learn  our 
lessons  from  TOLIR  players.  We 
watch  them  constantly  to  try  to  see 
what  they  do  and  why  they  do  it  and 
how  did  they  get  to  be  where  they 
are.  One  of  the  things  we  hear  from 
all  our  students  is  that  they  want  to 
become  more  consistent.  We  want  to 
give  them  a  simple  plan  and  give  it 
to  them  quickly  so  they  can  begin  to 
enjoy  the  game  instead  of  working 
on  their  fundamentals  for  20  years." 

Jay  is  the  son  of  Jack  Lumpkin 
the  distinguished  instructor  whosfO 


We    Guarantee    You    The  Perfect 
Drive.    At    Least,    Off    The  Course. 

If  there's  one  car  rental  company  that's  better  than  par 
for  the  course,  it's  National.  Which  is  why 
they're  the  official  car  rental  company  of 
Walt  Disney  World  and  the  PGA  TOUR.  And 
whether  you're  heading  for  your  favorite 
fairway  or  a  fantasy  getaway,  renting  from  National  is  the  best  drive  ever. 

Of  course,  as  a  fan  of  the  PGA,  you'll  receive  a  10%  discount  on  already  low  weekend, 
weekly  and  monthly  promotional  rates,  as  well 
as  our  special  low  daily  rates.  Simply  mention 
your  Discount  I.D.,  number 

5652922  when  you  make  your  reservation. 

Next  time  you  rent,  remember  to  rent 
National.  You'll  hit  a  perfect  drive  every  time. 

For  reservations,  call  your  travel  consultant 
or  National  at  1 -800-CAR-RENT  . 
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The  official  car  rental  company  of 
Walt  Disney  World®  and  Disneyland® 


National  is  the  official  car  rental 
company  of  the  PGA  TOUR. 
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The  Air  Classic  Premier.  A  golf  shoe.  As  seen  on  tv. 


For  more  information  call  1-800-462-7363  in  the  U.S. 
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Research  into  the 
swing  has  shown 
that  the  golf  course 
is  not  necessarily  the 
best  place  to  learn 
the  game. 


students  included  millions 
of  Golf  Digest  readers  and 
many  PGA  TOUR  pros. 
Jay  competed  on  the  PGA 
TOUR,  played  on  the  PGA 
cup  team  at  the  Belfry  in 
1988  and  has  served  as  the 
personal  instructor  for 
a  number  of  PGA  TOUR 
players  since  opting  for 
full-time  teaching. 

Since  coming  to  the 
PGA  TOUR  in  November 
1991,  Lumpkin  has  helped 
with  conceptualization  of  a 
full  practice  pitching  and 
putting  area  adjacent  to 
the  fifth  hole  at  the  TPC  at 
Sawgrass.  For  simulating 
actual  on-course  situations, 
there  might  be  no  better 
practice  area  anywhere  in  the  U.S.,  and  the 
PGA  TOUR  players  have  noticed. 

"That  practice  area  is  awesome,"  TOUR 
player  Rocco  Mediate  says.  "I  am  going  to 
become  the  best  chipper  and  putter  on  TOUR 
because  I'm  going  to  be  working  there  so  much." 

"You  have  to  create  a  realistic,  battlefield 
environment  on  the  practice  tee,"  Lumpkin  says. 
"So  many  people  talk  about  hitting  it  great  on 
the  practice  tee  and  becoming  a  different  golfer 
on  the  first  tee.  We  have  to  create  a  system 
where  they  can  deal  with  the  different  levels  of 
pressure  they  will  encounter  when  they  get  to 
the  golf  course." 

The  better  the  technique,  the  better  a 
person  deals  with  pressure.  The  more  a  person 
can  be  put  into  an  environment  where  they  can 
prepare  for  the  pressure,  the  better  they'll  deal 
with  it  when  they  are  there.  Awareness  and 
understanding  are  the  keys,  and  getting  people 
to  work  on  the  parts  of  their  swing  at  home  so 
they  become  technically  efficient  when  they 
swing  the  club  is  one  of  the  primary  goals  of 
the  schools. 

Once  a  student  has  completed  the  school, 
that's  really  just  the  beginning  of  the  road  to 
become  a  better  player.  The  final  and  biggest 
goal  of  the  TPC  Golf  Schools  is  to  give  its 
students  something  concrete  to  take  with  them. 
In  addition  to  the  videotapes  made  during  the 


Cody  harden,  Dan  Mullen,  Jim  Holder  and 
Shaun  McConnon  review  putting  skills. 


sessions,  and  the  notes  eac 
student  takes  on  demon- 
strations and  exhibitions 
TPC  Golf  Schools  provide 
one  last  personal  touch. 

Lumpkin  and  his  staff 
are  available  to  students 
for  telephone  consul- 
tations. Once  a  player  has 
been  through  the  schools  I 
and  learned  which  things  I 
must  be  corrected  and 
how,  the  school  also  has 
a  record  of  the  player. 
Lumpkin  frequently 
consults  with  his  former 
students  by  phone  and 
often  is  able  to  help  therrJ 
by  recognizing  their 
problems  by  analyzing 
the  symptoms  in  the 
descriptions  of  the  flight  of  their  golf  ball. 

Players  don't  have  to  be  experts  to  help 
themselves  once  they've  been  through  the 
school.  Tom  Podesta  and  his  wife,  Linda,  both 
high-handicap  players  who  went  through  the 
school  together,  have  been  seeing  steady 
improvement  in  their  games  since  attending 
last  year's  school  at  Avenel. 

"It  used  to  be  that  when  I  would  hit  bad 
shots  before,  I  didn't  know  why,"  Tom  says. 
"And  now,  if  I'm  doing  something  wrong  and  I 
don't  notice  it,  very  often  Linda  will  notice.  I 
got  on  to  a  bad  stretch  not  long  ago,  and  she 
noticed  that  my  hip  movement  wasn't  the  same 
as  it  had  been  at  the  school. 

"Sure  enough,  when  I  went  back  and  looked 
at  the  tape,  she  was  right.  I  was  able  to  correct  ] 
the  flaw  and  get  back  to  hitting  the  ball  better.' 

From  Lumpkin's  point  of  view,  that's  what 
it's  all  about.  Tom  and  Linda  Podesta  might 
never  win  the  club  championship  at  Avenel,  bui 
they're  playing  better  golf  and  enjoying  the 
game  more.  Their  games  have  been 
transformed,  morphed,  if  you  will,  from  what 
they  were.  And  the  process  is  ongoing. 

"No  one  ever  perfects  the  golf  swing," 
Lumpkin  says.  "But  when  you  get  the  swing 
that  is  right  for  you,  and  learn  how  to  consis- 
tently repeat  it,  then  you're  a  whole  lot 
closer  to  it."  ▲ 


larry  the  two  cards  treasured 
by  every  PGA  TOUR  Pro. 


The  PGA  TOUR  card 
takes  years  of  practice, 
dedication,  hard  work  and 
good  luck  to  acquire. 


The  MCI  Card^'is  yours  free  simply  by  dialing 
1-800-955-GOLE 

It  lets  you  make  conference  calls,  send  recorded 
messages,  speed  dial  and  access  up-to-the-minute 
news,  weather,  sports,  and  stock  information.* 

All  of  which  makes  the  MCI  Card  the  greatest 
green  on  the  green.   
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Keeping  with 
company  philosophy, 
the  NIKE  TOUR  is 
a  stepping  stone  for 
professionals,  many 
fresh  from  college, 
trying  to  make  names 
for  themselves. 


on 


By  Mark  Soltau 

Photography  by  Sam  Greenwood/ PGA  TOUR 

Acting  on  its  own 
advice  -  Just  Do  It  - 
NIKE  Inc.  ventured 
into  a  five-year,  multi- 
million  dollar  deal  with  the  PGA 
TOUR  last  August  to  sponsor  a  fledgling 
circuit  lor  promising  professionals. 

Formerly  called  the  Ben  Hogan  Tour,  the 
new  NIKE  TOUR  calls  for  30  yearly  tourna- 
ments in  cities  without  PGA  TOUR  events,  and 
features  purses  from  $150,000  to  $275,000. 

"They've  been  trying  to  make  inroads  in 
golf  for  the  last  six  or  seven  years,"  said  popu- 
lar PGA  TOUR  pro  and  NIKE  client  Peter 
Jacobsen,  who  helped  mastermind  the  deal. 
"It's  a  perfect  fit." 

Based  in  Beaverton, 
OR,  NIKE  is  the  world's 
largest  and  most  successful 
sports  and  fitness  com- 
pany, with  earnings  of  $3-4 
billion  in  1992.  Little  of 
that  income  came  from 
golf,  although  NIKE  got 
its  feet  wet  in  1984  by 
introducing  spikeless  golf 
shoes.  Jacobsen,  two-time 
U.S.  Open  champion  Curtis 
Strange  and  European  star 
Seve  Ballesteros  helped  the 
company  take  its  first  baby 
steps.  Now,  more  than  40 
PGA  TOUR  regulars  wear 

the  shoes.  Peter  Jacobsen 


NIKE  dabbled  in  the  North- 
west golf  market  by  helping  sponso 
the  Fred  Meyer  Challenge  and 
the  Cellular-One  Ping  Golf 
'  Championship,  but  hardly  got 
mud  on  its  soles.  Things  changed  last 
March  when  Mark  Bisbing,  marketing 
manager  for  NIKE's  golf  division,  raised  the 
idea  of  taking  over  the  Hogan  Tour.  Using 
Jacobsen  as  a  sounding  board,  Bisbing  pushed 
the  idea  with  company  management,  and  to 
his  surprise,  they  listened. 

"Bisbing  saw  something  in  it  that  he 
wanted  to  do,"  said  Gary  Stevenson,  the  PGA 
TOUR's  executive  vice  president  of  marketing 
and  promotions,  "and  NIKE  gave  him  time  to 
pursue  it.  It's  a  fascinating 
company." 

Keeping  with  company 
philosophy,  the  NIKE 
TOUR  is  a  stepping  stone 
for  professionals,  many  fresl 
from  college,  trying  to 
make  names  for  themselves 
NIKE  is  already  involved 
in  about  25  sports,  rang  in, 
from  volleyball  to  track  anc 
field,  and  is  linked  with 
athletic  programs  at  about 
300  U.S.  universities. 

"These  players  are 
putting  it  on  the  line  every 
day  to  get  to  the  next  level, 
Bisbing  said.  "That's  kind  oi 
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iylor  Smith  (top)  with  Hairy  Karsh,  NIKE  vice  president  (bottom) 

hat  we're  all  about.  It's  important  to  align 
jrselves  with  true  sport,  and  that's  what  this  is." 

The  top  ten  money  winners  from  the  1993 
1IKE  TOUR  will  earn  playing  cards  for  the 
994  PGA  TOUR,  which  will  ensure  keen 
jmpetition  throughout  the  year. 

How  the  deal  came  to  be  is  even  more 
ltriguing.  Jacobsen,  a  member  ol  the  TOUR's 
mrnament  policy  board,  phoned  Bisbing  in 
larch  of  1992  after  a  meeting  at  the  Doral- 
.yder  Open  in  Miami,  FL.  When  the  subject  of 
nding  a  replacement  for  the  Ben  Hogan  Co. 
arne  up,  Jacobsen  flashed  on  NIKE. 

"I  knew  NIKE  was  No.  1  in  athletic  foot- 
/ear,"  he  said.  "They've  been  trying  to  make 
iroads  in  golf  for  several  years.  I  thought, 
What  a  great  way  to  own  a  league  and  get 
nto  pro  shops.'" 

So  Jacobsen  phoned  Bisbing  and  got  the 
iroverbial  ball  rolling.  Once  Bisbing  convinced 
ipper  management  about  the  benefits  or  the 
ssociation,  the  process  moved  quickly. 

"The  fact  is,  our  best  growth  in  product 
levelopment  is  our  relationship  with  the  athletes 
hemselves,"  said  Richard  K.  Donahue,  president 
nd  COO  of  NIKE.  "We  don't  have  the  public 
ndentification  we  should." 

Originally,  the  TOUR  selected  18  candidates 
o  replace  Hogan.  According  to  Stevenson, 
^IKE  was  the  favorite  from  the  start. 


"They  were  our  No.  1  choice,"  he  said. 
"We  were  fortunate.  Peter  was  critical.  He's 
got  tremendous  insights.  Without  him,  we 
wouldn't  have  gotten  the  deal  done." 

When  NIKE  and  the  TOUR  finally  met,  it 
wasn't  your  average  negotiation.  But  then,  NIKE 
isn't  your  average  company  (more  on  that  later). 
Money  was  not  discussed. 

"We  didn't  put  a  pricetag  on  it,"  said  Stevenson. 
"What  we  said  was  does  it  make  sense? 

"This  was  not  a  normal  sponsorship.  It  was 
really  a  partnership.  They  were  more  concerned 
with  how  it  would  work.  They  asked  very  few 
questions  about  financial  responsibilities." 

That's  because  money  wasn't  the  big  issue. 
The  question  was  whether  NIKE  could 
effectively  use  the  fledgling  golf  tour  and  its 
promising  players  to  promote  new  products, 
sell  merchandise  and  increase  credibility. 

"We  were  accepted  in  the  golf  business  but 
NOT  accepted,"  said  Bisbing.  "This  had  so 
many  positives.  It  legitimizes  our  involvement." 

Bisbing  was  surprised  how  fast  the  deal 
was  consumated. 

"It  was  pretty  quick,  even  by  NIKE 
standards,"  he  said,  "we  usually  procrastinate 
before  we  pull  the  trigger." 


The  top  ten  money 
winners  from  the 
1993  NIKE  TOUR 
will  earn  playing 
cards  for  the  1 994 
PGA  TOUR. 


A  NIKE  merchandising  truck  will  travel  to 
each  tournament  site  and  shoes,  shirts,  pants, 
hats,  socks,  visors,  gloves  and  duffle  bags  will 
be  sold.  The  new  partnership  with  golf  will 
enable  the  company  to  reach  towns,  courses  and 
buyers  not  previously  accessible. 


Taylor  Smith  (left)  with 
Mark  Mitchell  (right) 
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"We're  talking  about  going  on  site  and 
competing  with  existing  sales,"  Bisbing  said. 
"Everybody  benefits.  Ultimately,  we  need  to 
have  a  5  1-week  relationship." 

NIKE  hasn't  plunged  into  the  golf  equipment 
business  —  balls  and  clubs  —  yet.  In  a  sense,  it  is 
still  cutting  its  teeth. 

"We're  a  20-year-old  company,"  said  Bisbing. 
"We  market  well,  but  we're  only  an  eight-year- 
old  golf  company.  We're  still  learning.  We  still 
have  a  long  way  to  go  with  the  PGA  of  America 
and  the  club  professionals." 


Maybe  so,  but  NIKE  has  proven  to  be  a  fast 
learner.  Much  of  its  success  can  be  traced  to  its 
roots,  i.e.,  the  "campus"  as  it's  called  in  Beaverton. 
This  is  no  ordinary  workplace,  where  employees 
sign  in,  wear  three-piece  suits  and  fight  lor 
preferred  parking  places. 

Approximately  2,H()0  people  work  in  seven 
buildings,  scattered  over  74  landscaped  acres. 
Each  facility  is  named  after  a  prominent  NIKE 
athlete  -  Michael  Jordan,  Nolan  Ryan,  Dan 
Fours,  John  McEnroe,  Joan  Benoit,  Bo  Jackson, 
Steve  Prefontaine  —  and  busts  of  all  clients  dot 
the  hallways.  Open  seven  days  a  week,  from  6 
a.m.  to  10  p.m.,  the  "campus"  has  an  Olympic 
soccer  field,  aerobics  center,  basketball  court, 
swimming  pool,  tennis  courts,  running  trails  and 
a  Boston  Deli.  Virtually  every  employee  works 
out  daily  at  one  of  the  facilities,  and  each  receives 
merchandise  discounts  from  an  on-site  store. 

"It's  the  most  unique  corporate  setting  I've 
ever  seen  in  my  life,"  said  Jacobsen,  who  lives  in 


PGA  TOUR  Commissioner 
Deane  Beman  with 
Andy  Mooney,  NIKE 
senior  vice  president 


nearby  Portland.  "I  love  to  hang  out  there.  Th 
big  joke  is  if  NIKE  ever  went  under,  they  coul 
sell  it  to  a  junior  college." 

Workers  thrive  in  the  environment. 

"This  is  not  a  time-clock  operation," 
Donahue  said.  "Exercise  is  part  of  their  well- 
being  plan.  We  have  all  kinds  of  leagues  and 
races.  There  is  a  lot  of  activity." 

Also  a  lot  of  profit.  NIKE  boasts  10,000 
employees  in  about  100  countries. 

"Our  people  work  very  hard,"  said  Donahue 
"They're  under  enormous  time  pressure.  We 
turn  our  product  line  about  twice  a  year. 

"Our  goal  is  to  be  at  $6  billion  by  1996. 
That's  a  realistic  goal.  Part  of  that  will  come 
from  expansion,  golf  being  part  of  it.  We  are  a 
global  company.  The  universiality  of  sports  is 
our  trademark." 

Golf  is  simply  a  new  pet  project.  Both 
NIKE  and  the  TOUR  envision  a  long-term 
relationship. 

"Golf  will  be  a  tlagcarrier  for  us,"  Donahue 
said.  "It's  designed  to  build  a  long-term  rela- 
tionship with  the  PGA  TOUR.  The  longer  the 
better,  really." 

Phillip  Knight,  chairman  and  CEO  of 
NIKE,  agreed.  "It  reflects  our  commitment  to 
the  sport.  We  think  it  offers  a  great  opportu- 
nity. Our  business  performance  is  better  when 
we're  emotionally  involved." 

After  studying  the  Hogan  Tour,  which 
debuted  in  1990,  Bisbing  immediately  began 
concocting  ways  to  improve  it.  He's  confident 
NIKE  can  take  it  to  the  next  level. 

"We'd  like  to  utilize  our  athletes  and  coaches 
in  pro-ams,"  he  said.  "We'd  like  to  get  them 
involved  to  show  the  versatility  of  a  tournament. 
We  can  bring  a  lot  to  the  table  and  do  a  lot  more 
than  Hogan  was  able  to  do." 

This  is  one  of  the  key  reasons  the  PGA  TOUP 
was  attracted  to  NIKE. 

"It's  kind  of  their  show,"  said  Stevenson. 
"We're  here  as  facilitators.  Over  time,  this  will 
be  one  of  the  most  meaningful  relationships 
the  PGA  TOUR  has  ever  had." 

Bisbing  is  counting  on  it. 

"It's  the  perfect  match,"  he  said.  "We're  the 
best  company  to  step  forward  to  do  this.  You 
can't  help  but  associate  NIKE  with  golf.  When 
you  think  about  it,  we'll  become  part  of  golf 
history."  A 
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Quality  that  touches 
every  part  of  your  life. 


From  your  home  to  your  office. 
Wherever  you  look,  you'll  find  NEC. 
As  an  innovator,  manufacturer,  employer 
and  partner.  Each  facet  dedicated  to 
making  life  richer  and  more  fulfilling 
for  everyone. 

Today,  NEC  is  one  of  the  world's 
leading  suppliers  of  information  systems. 


From  semiconductors  that  build  systems, 
to  computer  systems  that  process  infor- 
mation, to  communications  systems 
that  transmit  information. 

NEC  knows  that  technology  is  impor- 
tant, but  quality  counts  even  more. 
Because  what  we  do  is  directed  toward 
enhancing  the  quality  of  life. 


1993  NEC  America.  Inc 


Celebrating  30  years  in  America. 
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PRIME  TIMI 


By  Marino  Parascenzo 

Scholars  who  have  studied  old  paintings, 
royal  edicts,  minutes  of  parish  meetings, 
and  even  a  stained  glass  window  or  two, 
have  pretty  well  agreed  that  golf  was 
created  by  the  Scots.  Or  maybe  the  French 
or  the  Dutch.  Possibly  much  earlier  by  the 
Romans.  Then  again,  maybe  the  Chinese. 
Or  maybe  somebody  else. 


Diins  Love  111  fates 
tbt  cameras. 


But  modern  golf,  as  we  know  it  now,  was 
born  at  that  flashpoint  when  the  young  and 
hui  rry  eye  of  television  ventured  into  the  game 
ark  ;  '!  on  that  slab-shouldered  blacksmith 
type         '  .urobe,  PA,  Arnold  Palmer.  It  was 
as  thou        1  iant  telescope  had  swept  the  sky 
and  caug.      Mindingly  brilliant  unknown 
comet  on  i     rise.  They  can  argue  about  when 
it  happened      may  have  been  as  early  as  1958, 
when  Palmet  von  Ins  first  Masters.  Certainly 
no  later  than  I960,  when  Palmer  soared  from 
nowhere  to  win  the  U.S.  Open. 


Suddenly,  a  game  that  had  had  all  the  zip 
of  croquet  now  had  tension,  electricity,  flair, 
magnetism.  Add  Deane  Beman,  as  commission! 
of  the  PGA  TOUR  in  the  mid-1970s,  and  you 
had  a  complex  sports  empire  that  spans  every 
thing  from  money-making  logos  attached  to 
anything  that  walked,  talked,  rolled,  or  even  s« 
still,  to  corporations  putting  up  million-dollar 
purses  for  the  privilege  of  putting 
their  names  on  a  tournament. 

Now  comes  the  TOUR  in 
another  expansive  move,  and 
whether  it  launches  itself  into 
some  new  and  revolutionary  orbi 
remains  to  be  seen.  But  one  thin, 
is  certain.  This  new  move  will 
take  TOUR  golf  to  places  it  neve 
dreamed  of. 

This  is  the  TOUR's  enhanced 
international  television  /  marketin 
program  —  custom-tailored  golf 
on  a  global  scale. 

The  TOUR  has  been  carried  01 
TV  overseas  for  some  time.  But  if 
its  new  emphasis  approaches  expec 
tations,  the  TOUR  will  have 
spread  farther  than  anyone  might 
have  dreamed. 
"I  would  presume  the  thing  will  be  more 
or  less  wall-to-wall,"  said  Peter  Smith,  senior 
international  vice  president  for  Trans  World 
International  (TWI),  which  is  responsible  for 
distribution  and  placement,  terms  and  technical 
support,  in  the  first  year  of  a  three-year  contract 
with  the  TOUR.  Through  its  agreement  with 
the  TOUR,  TWI  has  the  international  rights 
(except  Japan)  to  all  tournaments  telecast  by 
ABC,  CBS  and  NBC. 

And  what  does  this  all  mean  to  the  title 
sponsor,  who  puts  his  name  on  the  tournament 


All  this  talk  about  stability. 
No  wonder  you're  so  nervous. 


Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  strict 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

market  rumbles  or  roars. 
They  are  also  why  our 


insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept.  M-121,  P.O.  Box  2975,  Hartford,  CT  06104. 

And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 


Connecticut  General 
Life  Insurance  Company 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
&  Poor's  and  A.M.  Best 


To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 


It  means  superior 
fixed  income  results,  with 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion.  An 
amount  that  puts  us  in 
the  top  1%  of  all  U.S.  life 


We  get  paid  for  results! 
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and  foots  most  of  the  bills?  It  means  more  bang 
for  the  sponsor  buck.  No  matter  where  the 
viewers  are  —  sipping  tea  in  India,  listening 
to  temple  bells  in  Thailand,  quaffing  a  pint 
in  London,  or  tossing  one  on  the  barbie  in 
Melbourne  —  when  that  American  tournament 
lights  up  the  tube,  the  whole  world  will  see  the 
best  players  in  the  world  in  tournament  compe- 
tition on  a  year-long  basis,  all  bearing  the 
name  of  the  sponsor.  This  is  what  business  calls 
"exposure."  And  at  no  extra  cost.  It's  golden. 

True,  there  has  always  been  this  kind  of 
exposure  in  golf.  That's  the  point  of  being  the 
title  sponsor. 

"We  have  48  offices  around  the  globe," 
TWI's  Smith  said.  "Literally  -  we  sit  down 
with  all  the  TV  stations  in  the  world." 

TWI  has  been  putting  golf's  most  prestigious 
events  on  TV  sets  all  over  the  world  since  the 
1960s.  TWI  also  has  been  handling  European 
Tour  television  around  the  world. 

The  worlds  of  television  and 

c 

<    golf  have  become  considerably 
more  complicated  since  the  first 
events  began  appearing  on  the 
tube  after  World  War  II. 

"It  used  to  be  that  you 
just  put  your  name  on  sports, 
and  good  things  happened," 
said  John  Evenson,  the  PGA 
TOUR  s  vice  president  for 
broadcasting.  "Now,  you  have 
to  be  more  specific.  We  already 
have  a  world  presence.  Our 
players  play  all  over  the  world, 
and  this  represents  marketability.  With  TWI, 
we'll  get  a  more  thorough  distribution.  Now  we 
can  say  to  Coca-Cola,  for  example,  that  we're  on 
in  England  at  this  particular  time  and  be  able  to 
measure  the  value  provided.  Also,  through  TWI, 
a  great  portion  of  the  world  will  see  TOUR  golf 
live  or  on  a  short  delay.  And  we  can  show  that 
the  telecasts  and  title  sponsor's  name  were 
carried  in  which  countries  and  at  what  times. 

"It's  an  enormously  complex  system.  Most 
places  don't  have  two  hours  a  day  to  show  golf. 
In  Germany,  they  may  have  only  20  minutes. 
Or  in  Italy,  6()  minutes,  or  30  to  45  minutes  in 
Spain.  Whatever  —  we  can  now  place  our 
product  and  benefit  our  tournaments,  players 
and  sponsors." 


That's  where  TWI's  technical  people  come  it 
There  are,  of  course,  untold  technical  marvels 
involved.  Jim  Bukata,  TWI's  vice  president  for 
production,  summed  them  up: 

TWI  tapes  the  tournament  telecast  at  its 
New  York  facilities,  duplicates  the  tapes,  and 
then  converts  them  to  the  transmission  formats 
of  foreign  TV. 

"Then  we  ship  the  tape  by  plane  to  the 
receiving  country,"  Bukata  said.  "It's  actually 
much  cheaper  than  sending  it  by  satellite.  Get- 
ting on  the  satellite  can  cost  $1,500  to  $2,000 
an  hour.  But  we  hope  eventually  to  convince 
enough  people  that  at  certain  times,  we  could 
transmit  by  international  satellite.  We  did  this  I 
very  effectively  with  NEL  highlights  —  record 
the  games  on  Sunday,  convert  them,  then  at, 
say,  2  a.m.  Monday,  feed  by  satellite." 

"The  way  the  popularity  of  golf  is  becoming:! 
so  strong  —  anytime  we  can  get  name  recogni- 
tion, it  shows  we  are  definitely  backers  of  golf," 
says  Jerry  Habeck,  vice  president  for  advertising 
with  retail  giant  Kmart  Corp.,  sponsor  of  the 
Kmart  Greater  Greensboro  Open. 

Kmart  is  edging  into  the  international 
market.  It  has  stores  in  Canada,  plans  to  open 
some  in  Mexico,  and  also  has  bought  a  chain  in 
what  was  Czechoslovakia.  They're  the  "Maj" 
stores  now,  but  they'll  be  Kmart  before  long. 

Ryder  System,  Inc.,  sponsor  of  the  Doral- 
Ryder  Open,  should  get  immediate  benefits. 

Said  M.  Anthony  Burns,  chairman, 
president,  and  CEO:  "...sponsorship  of  a  PGA 
TOUR  event  like  the  Doral-Ryder  Open  offers 
a  unique  opportunity  to  communicate  with 
some  of  our  best  customers  and  prospects,  and 
to  enhance  Ryder's  reputation  as  the  world's 
preeminent  transportation  services  company. 
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't  are  ...expanding  internationally,  so  this  new 
angement  will  add  even  greater  value  to  our 
)UR  affiliation." 

The  value  of  the  new  program  to  Tokyo-based 
ctronics  and  communications  titan  NEC  Corp. 
elf-evident:  NEC  operates  in  149  countries. 
"One  of  the  growing  marketplaces  is  South 
tierica  -  and  Australia  and  New  Zealand, 
viously,"  said  Dr.  Gordon  Ray,  executive  vice 
■sident  of  NEC  America,  Inc.,  sponsor  of  the 
IC  World  Series  of  Golf  "So  it  certainly  is 
advantage  to  have  the  TOUR  in  this  new 
jgram.  I  do  think  name  recognition  is  great, 
d  the  ability  to  have  customers  participate 
an  event  and  then  see  it  later  would  be 
>st  beneficial." 

The  time  seems  ripe  for  an  aggressive  TV 
jgram.  Golf,  if  not  outright  booming,  is  on  the 
e  around  the  world.  Accordingly,  Evenson  said, 
g  TOUR's  program  has  four  specific  overseas 
gets  -  Europe  and  Great  Britain,  the  Far  East, 
e  Caribbean  and  Latin  America  and  Japan.  In 
vord,  practically  all  of  the  golfing  world. 
Japan  is  not  a  part  of  the  new  TOUR-TWI 
ckage,  but  is  very  much  in  the  picture.  Mike 
idney,  the  TOUR's  director  of  international 
airs,  said  the  TOUR  has  two  separate  four- 
ar  contracts  with  Japanese  television,  running 
»92  through  1995,  with  the  potential  of 
iching  some  50  million  homes  in  that  golf- 
ppy  nation.  He  outlines  them: 
The  bigger  of  the  two  is  with  Media  Interna- 
>nal  Corp.  (MICO),  and  it's  super- TV  by 
merican  standards.  MICO  will  carry  55  TOUR 
ents  a  year  over  Japan's  public  broadcasting 
•twork,  NHK.  Of  the  55,  featuring  both  the 
3A  TOUR  and  the  Senior  TOUR,  35  of  these 
ill  be  live. 

The  second  is  with  a  private  network,  Nippon 
Revision  (NTV),  which  has  the  rights  to  five 
rents  that  are  not  in  the  NHK  package  -  the 
issan  Los  Angeles  Open,  United  Airlines 
awaiian  Open,  Memorial  Tournament,  FORD 
iNIOR  PLAYERS  Championship,  and  NEC 
/orld  Series  of  Golf. 

And  for  a  piece  de  resistance,  NHK  is  produc- 
ig  a  half-hour  documentary  on  the  island  17th 
:  the  Tournament  Players  Club  at  Sawgrass,  site 
rTHE  PLAYERS  Championship.  This  project 
designed  to  showcase  one  of  the  newest  TV 
■chnologies,  high  definition  television  (HDTV). 


Meanwhile,  outside  of  Japan  there  is  a  new 
market  area  available,  with  staggering  possibilities. 

Star  TV,  the  satellite  of  Asia  Satellite 
Telecommunications  Co.  Ltd.,  was  put  up  in 
April  1990.  Its  two  beams,  reach  2.7  billion 
people  in  some  38  countries,  stretching  from 
Japan  in  the  east  to  Egypt  in  the  west,  and  from 
Russian  Siberia  in  the  north  to  Indonesia  in  the 
south.  The  10  primary  markets/countries  include 
-  Hong  Kong,  the  Philippines,  South  Korea, 
Taiwan,  India,  Indonesia,  Malaysia,  Pakistan, 
Singapore  and  Thailand. 

"Take  Thailand,"  Evenson  said.  "That's  one 
of  the  really  fast-growing  areas  of  golf.  A  number 
of  TOUR  players  are  designing  golf  courses  there 
and  developing  other  business  interests." 

Golf  is  hardly  new  to  Thailand,  but  it  is 
stirring.  The  European  Tour  launched  its  1992 
season  there  with  the  Johnny  Walker  Asian 
Classic.  The  European  Tour  also  plays  in  the 
Persian  Gulf,  with  the  Dubai  Desert  Classic. 

The  European  Tour,  also  plays  in  Europe, 
which  raises  an  interesting  question.  TWI  already 
feeds  European  Tour  TV  throughout  Europe  as 
well.  Is  this  a  conflict  of  interest? 

"Our  answer,"  TWI's  Smith  said,  "is  that 
there's  room  for  both  TOURS.  And,  in  fact,  since 
TWI  is  involved  everywhere,  we  have  a  better 
chance  of  making  this  work. 

"The  TOUR  has  given  its  blessing,  and 
Ken  Schofield  (executive  director  of  the  European 
Tour)  says  it's  not  an  intrusion  if  you're  putting 
the  TV  into  places  where 
neither  TOUR  has  been 
before.  Truth  is,  we're  in 
hog  heaven  when  the  top 
European  stars  play  in  a 
U.S.  event." 

Evenson  summed  up 
the  rationale  for  the 
TOUR's  new  global  TV 
program  — and  its  pros- 
pects for  success  —  in  one 
simple  statement. 

"When  you  look  at  who's  playing  golf  these 
days,"  he  said,  "you're  not  looking  only  at  the 
United  States,  England  and  Scotland  anymore." 
The  interest  in  golf,  our  players  and  our  events 
and  sponsors  is  worldwide.  The  global  nature  of 
the  game  obviously  generates  great  interest  as 
well  as  exposure  and  business  opportunities."  A 
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A  cameraman  briny 
the  viewer  into  action  at 
the  MCI  Heritage. 
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ahe  Their  Wall  Street  PCs  Run  Better. 


Screaming.  Yelling.  Shouting.  It's  business  as  usual  on  the 
trading  floors  of  Wall  Street.  A  place  where  computer  Jo  wntime  isn  t 
just  an  inconvenience.  Its  a  disaster.  One  hank  faced  not  only  trying 
to  maintain  hundreds  of  PCs  in  this  environmen  t,  hut  thousan  ds 
more  nationwide. 
So  they  gave 
BellSouth  a  call. 

We  told  them 
the  best  way  to 
service  their  PCs 

was  to  not  service  them  at  all.  To  let  BellSouth  do  it.  So,  they  turned 
to  us  for  their  service  solutions,  freeing  them  to  concentrate  on  the 
business  of  banking.  Instead  of  the  business  of  PC  maintenance. 

Through  Dataserv,  Inc.,  a  BellSouth  company,  the  bank  received 
the  technical  expertise  and  quick  repairs  required  for  the  PCs  they  had 
on  the  exchange,  and  the  thousands  more  around  the  country. 

The  results?  A  significant  reduction  in  downtime.  Improved 
customer  service  and  the  confidence  that  comes  from  a  more  reliable 
sifstem.  Needless  to  sai/  the  bank  was  pleased.  But  not  surprised. 
Because  they  were  already  relying  on  Bel/South  for  many  of  their 
cellular,  paging  and  voice  systems. 

Theif  selected  BellSouth  because  were  a  lot  more  than  one  company. 
We  re  a  family  of  communications  companies,  capable  of  providing 
your  business  with  the  same  innovative  solutions  that  we  provided 
for  them.  From  paging,  cellular,  mobile  data,  and  information 
services,  to  sophisticated  telecommunications  networks,  BellSouth 
has  the  depth  of  resources  required  to  meet  your  communications 
challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their  account  with 
BellSouth.  Call  your  BellSouth  Representative,  or  1-S00-726-BELL 
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In  addition  to 
the  scoreboards, 
Coca-Cola  sponsors 
youth  clinics  con- 
ducted by  various 
TOUR  players 
during  the  week  of 
the  tournament. 


By  Helen  Ross 

Photography  by  Sam  Greenwood/ PGA  TOUR 

You've  staked  your  spot  out  carefully,  right 
beside  the  1 4th  green. 

You  settle  into  your  folding  chair,  take  a 
sip  of  diet  Coke  and  peer  down  the  fairway 
into  the  bright  sun  toward  the  tee. 

There  you  see  one  of  the  PGA  TOUR's 
hottest  young  players,  Phil  Mickelson,  who 
pulls  back  his  9-iron  and  sends  the  ball  bar- 
relling through  the  air.  It  settles  no  more  than 
three  feet  from  the  pin,  and  you  join 
the  crowd  in  lusty  cheers. 

As  Mickelson  and  the  rest  of  his 
group  approach  the  green,  you  notice 
he  is  already  10-under-par.  But  that 
handheld  scoring  standard  tells  only 
part  of  the  story. 

You  can  tell  from  your  pairing 
sheet  that  Mickelson's  group  started 
well  before  the  leaders.  But  he's  hav- 
ing an  extremely  hot  round,  and  you 
wonder  if  he's  threatening  the  lead. 

Enter  the  Coca-Cola  Scoreboards 
and  the  IBM  Scoring  System,  the 
state-of-the-art  electronic  data  system 
that  can  tell  you  anything  happening 
anywhere  on  any  golf  course  at  PGA 
TOUR  sites  they  appear  at. 

Golf  may  be  the  most  difficult 
sport  to  follow  as  a  spectator.  After 
all,  the  game  is  played  over  about 
100  acres,  rather  than  100  yards  of 
a  football  Held  or  the  94  feet  of  a 
basketball  court. 

So  you  have  two  basic  options: 
follow  your  favorite  golfer  for  a 
few  holes  —  even  the  whole  IS  -  or 
pick  a  spot  and  camp  out  and  let  the 
players  come  to  you. 

Either  option  has  its  limitations, 
but  the  unique  partnership  between 
the  PGA  TOUR,  Coca-Cola  and 
IBM  helps  bring  the  entire  tourna- 
ment into  focus. 


The  Coca-Cola  Scoreboards  are  positioned  a 
over  the  course,  ready  to  display  information 
accessed  from  the  IBM  computers.  Everything 
from  statistical  information  —  putts,  sand  saves  -f 
and  the  like  —  to  weather  warnings  and  scoring 
totals  can  and  is  displayed  throughout  the  day. 

The  IBM  computers  are  housed  in  a  large 
truck  that  is  moved  from  golf  course  to  golf 
course  each  week.  This  central  system  receives 
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ie  scores  from  wireless  laptops  which  are 
cated  at  every  green  and  operated  by  the  back- 
me  of  the  PGA  TOUR,  the  volunteers. 

The  main  base  of  computers  in  the  truck 
n  serve  the  press  tent,  skyboxes,  locker  room, 
levision  towers  and  hospitality  tents  -  as  well 

the  Coca-Cola  Scoreboards.  Terminals  can 
'en  be  set  up  at  local  hotels,  and  area  cable 
■stems  can  tap  into  the  computers  for  scores  to 
iow  on  their  local  access  channels. 

"Ours  is  kind  of  one-stop  shopping,"  said 
am  Burke,  manager  of  Sports  Marketing  for 
ie  IBM  Corporation.  "Everyone  throughout 
ie  system  can  get  it." 

IBM,  in  the  second  year  of  a  three-year 
artnership,  was  attracted  to  the  PGA  TOUR 
>r  several  reasons  —  not  the  least  of  which  was 


the  continuing  popularity  of  the  sport  in  the 
business  community.  The  company  already  has 
sponsorships  in  12  different  areas,  including 
Major  League  Baseball  and  the  NBA. 

"And  we  have  built  them  all  as  we  have  with 
the  PGA  TOUR,"  Burke  said.  "We  start  with 
our  technology  -  rather  than  a  more  typical  spon- 
sorship where  we  just  write  a  check  and  we  get 
to  use  a  logo. 

"This  is  an  opportunity  to  showcase  our 
technology  to  two  different  audiences.  We  bring 
as  guests  approximately  15,000  customers  to 
PGA  TOUR  events.  Then  you  have  the  fact 
that  all  the  others  attending  are  potential 
customers. 

"You  also  have  the  television  audiences,  not 
just  those  on  site.  With  a  media  buy,  you  get 


Chip  Beck  plays  the  crowd 
at  a  Coke  clinic. 


Wfords  like  Sacrifice  And  Long-^rm 
Commitment  Belong  In  Marriage  \fow* 
Not  Lease  Agreements. 

IT  HAS  OFTEN  BEEN  SAID  that  compromise  is 
the  key  to  a  successful  relationship.  Not  so  with 
Lincoln's  Two-Year  Luxury  Lease.  Because  now  you  can  j 


LINCOLN-MERCURY  DIVISION  Burkle  up-logether  wc  can  save  lives.  "Driver  and  right  from  passenger  Supplemental  Restraint  System.  Always  weal  your  safety  belt  "Certain  benefits  provided  by  Ford  Auto  Club.  Int.  Loaner  c. 


/e  one  of  the  world's  most  uncompromising  luxury 
ans  for  a  surprisingly  affordable  price. 

Lincoln  Continental  features  elegant  styling, 
sh  leather  trim  interior  and  a  generous  array  of 
ury  appointments.  Standard  dual  air  bags*  and 
r-wheel  disc  anti-lock  brakes  further  enhance  your 
ving  comfort  and  safety. 

But  there's  more  to  this  relationship  than 


just  physical  comforts. 
A  self-leveling,  computer- 
managed  suspension  sys- 
tem and  speed-sensitive, 
variable-assist  power 
steering  are  but  two  exam- 
ples of  Continental's 
sophisticated  engineering. 

The  Two- Year 
Luxury  Lease  also 
includes  the  Lincoln 
Commitment  which  pro- 
vides you  with  24-hour 
roadside  assistance  and  a 
loaner  car  at  no  extra 
charge."  Plus,  you'll  get 
the  protection  of  our 
bumper-to-bumper  limited  warranty.*** 

For  further  information  about  the  Two-Year 
Luxury  Lease,  call  1  800  446-8888  or  visit  a 
Lincoln  dealer  near  you.  It  could  be  the  beginning  of  a 
beautiful  relationship. 


1 


LINCOLN  CONTINENTAL 

What     A     Luxury     Car     Should  Be 


ght  warranty  repairs  only  Sec  your  dealer  for  details  ""See  your  dealer  for  a  copy  of  this  limned  warranty 
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-air  time.  And  all  of  that  says  to  people  who 
interested  in  golf  that  IBM  is  interested  in 
If,  too." 

An  added  benefit,  Burke  said,  is  the  chance 
enhance  the  tournament  for  all  those  attend- 

And  the  transient  nature  of  the  PGA  TOUR 
jwcases  the  versatility  of  the  computer  system. 

"The  PGA  TOUR  staff  is  adept  at  installing 
i  computers  from  site  to  site,"  Burke  said, 
nd  that's  a  good  demonstration  for  us,  too." 

Like  IBM,  Coca-Cola  was  attracted  to  the 
jA  TOUR  because  of  its  popularity  with 
;ctators.  But  the  soft  drink  company  also 
,s  interested  in  golf  lor  other  reasons. 

"Our  strategy  was  really  implemented 
cause  of  the  tremendous  growth  of  golf  —  not 
ly  with  viewers,  but  more  so  from  the  par- 
ipatory  aspect,"  said  Jeff  Dunn,  assistant  vice 
esident  of  Prestige  Accounts  for  Coca-Cola 
■>A.  "We  felt  good  about  getting  involved, 
Decially  with  diet  Coke. 

"People  playing  golf  are  getting  younger, 
d  also  more  females  are  getting  involved  with 
e  game.  Over  time,  we  feel  like  it  will  be  an 
en  better  fit." 

As  a  result,  Coca-Cola's  involvement 
th  the  PGA  TOUR  is  long  term  -  a  10-year 
reernent.  In  addition  to  the  scoreboards, 
ka-Cola  sponsors  youth  clinics  conducted 
'  various  TOUR  players  during  the  week 
the  tournament. 


"We  wanted  to  make 
(our  agreement)  long 
term  because  the  real 
benefits  of  golf  are  in 
terms  of  how  broad  the 
sport  is  and  how  it  is 
growing,"  Dunn  said. 
"The  only  thing  that 
limits  golf  is  public 
access  —  as  fast  as  they 
build  a  golf  course,  they 
fill  it  up." 

Coca-Cola  already 
has  an  extensive  sports 
marketing  system.  Every  NFL  stadium,  all  but 
one  Major  League  Baseball  park,  and  all  but 
three  NBA  arenas  pour  Coke  -  for  example. 
Coke  is  listed  as  the  official  soft  drink  of  the 
PGA  TOUR. 

"We  borrow  from  the  interest  in  the  TOUR 
and  the  fun  of  golf,"  Dunn  said.  "We  get  some 
television  exposure,  but  it's  really  to  involve 
ourself  with  the  consumer.  It  helps  to  build  an 
image  for  the  product. 

"And  the  scoreboards  do  add  value  to  the 
consumer  experience.  When  people  go  to  a  golf 
tournament,  it  helps  them  keep  up  with  what's 
going  on." 

A  new  facet  of  the  company's  involvement 
is  the  "diet  Coke  Chip-On  Challenge."  This  is 
a  ski-ball  type-game,  housed  in  a  trailer  that 
involves  chipping  to  three  different 
levels.  The  trailer  can  be  taken  into 
the  market  early  in  the  week,  then 
housed  at  the  tournament  site  once 
competition  has  begun. 

The  Challenge  will  be  featured 
at  22  different  PGA  TOUR  events 
this  year.  Fans  can  play  the  game 
for  a  $3  donation,  which  goes  to 
one  of  the  charities  supported  by 
the  tournament. 

The  22  high  scorers,  one  from 
each  event,  win  a  trip  to  THE  TOUR 
Championship  at  The  Olympic 
Club  in  San  Francisco,  October  28 
to  31,  courtesy  of  Hilton  Hotels, 
Coca-Cola  and  Delta  Air  Lines. 
As  an  added  bonus,  those  weekly 
winners  will  compete  there  for  a 
new  Buick  Park  Avenue  Ultra.  A 


Chip  Beck  demonstrates 
the  correct  grip  to  young 
golfers  attending  the 
Coke  clinic. 


The  Coca-Cola 
Scoreboards  are 
positioned  all  over 
the  course,  ready  to 
display  information 
accessed  from  the 
IBM  computers. 


QUIETLY  CLOSING  IN 
ON  ALZHEIMER'S 

Recent  discoveries  point  to  a  handful  of  promising  strategies 


In  the  15  years  since  Alzheimer-  dis- 
ease hecame  a  national  pri<  )  for 
government-funded  resean  h,  there 
has  been  little  good  news  for  its  4  mil- 
lion American  sufferers.  Even  the  Mar. 
18  announcement  that  an  advisory  group 
to  the  Food  &  Drug  Administration  rec- 
ommended approval  of  the  first  drug  to 
treat  the  illness  was  a  minor  victory  at 
best.  Tacrine,  made  by  Warner-Lambert 
Co.,  slows  the  mental  decline  in  only  a 
small  percentage  of  patients,  causes  side 
effects  such  as  liver  damage  in  others, 
and  does  nothing  to  halt  the  destruc- 
tion of  brain  cells  that  leads  to  Alz- 
heimer's. A  truly  effective  treatment 
awaits  discovery  of  what  causes  that 
damage. 

Quietly,  in  labs  around  the  world,  sci- 
entists are  starting  to  close  in  on  the  an- 
swer. Since  1978,  the  National  Institute 
on  Aging  (NIA)  has  doled  out  $800  mil- 
lion for  Alzheimer's  research.  Drug  com- 
panies have  spent  hundreds  of  millions 
more  in  pursuit  of  the  $6  billion  potential 
market  they  see  for  a  genuinely  effective 
drug.  This  vast  research  effort  is  re- 
vealing how  complicated  the  illness  is— 
and  at  the  same  time  turning  up  dis- 
coveries that  narrow  the  range  of 
explanations  for  Alzheimer's. 

In  the  past  year,  scientists  have  impli- 
cated three  genes  in  the  disease.  They 
have  also  uncovered  several  biochemical 
defects  that  could  cause  the  telltale  dev- 
astation in  the  brain.  Based  on  these 
discoveries,  companies  such  as  Athena 
Neurosciences,  Scios,  Merck,  and  Eli  Lil- 
ly are  hot  on  the  trail  of  drugs  that 
could  correct  the  delects  and  halt  the 
deadly  ailment.  "This  field  is  going  to 
take  off  like  a  rocket.  All  the  pieces  are 
there,"  says  Zaven  F.  Khachaturian,  chief 
of  Alzheimer's  Disease  Research  at  the 
NIA,  though  he  cautions  that  it  could  be 
five  years  or  so  before  the  first  such 
therapies  are  available. 

It's  likely  that  there  will  be  more  than 
one  way  to  attack  the  disease.  That's 
because  it's  becoming  increasingly  clear 
that  there  are  several  ways  to  get 
Alzheimer's:  Inherit  one  of  at  least  four 
bad  genes,  have  too  little  of  several  key 


brain  chemicals,  or  at  some  point  in  life 
suffer  damage  to  the  tiny  blood  vessels 
that  nourish  the  brain.  "There  are  20 
million  people  worldwide  who  have 
Alzheimer's,"  says  Dr.  Dennis  J.  Selkoe, 
director  of  the  Center  for  Neurologic 
Disease  at  Harvard's  Brigham  &  Wom- 
en's Hospital.  "It  makes  sense  that  not 
all  those  cases  would  be  caused  by  one 
gene  delect."  In  fact,  less  than  10%  of 
patients  have  a  strong  family  history 
of  the  disease  and  get  it  while  in  their 
40s  or  50s.  In  the  other  90%  of  cases, 
Alzheimer's  strikes  people  with  no 
known  family  history  of  the  illness, 
usually  after  the  age  of  60. 

Whether  the  disease  is  inherited 
or  not,  the  brain  of  a  deceased 
Alzheimer's  victim  shows  the  same 
pattern  of  damage.  Areas  involved 
in  memory,  emotion,  and  cognition 
are  riddled  with  masses  of  proteins 
called  plaques  and  tangles  that  literally 
gum  up  nerve  cells.  Now,  researchers 
are  trying  to  zero  in  on  the  common 
biochemical  pathway  that  leads  to  the 
death  of  brain  cells  and  find  a  way  to 
intervene  to  stop  the  disease. 
CAUSE  OR  EFFECT?  Evidence  is  growing 
that  the  culprit  is  a  sticky  protein  called 
beta  amyloid  that  forms  the  plaques 
on  the  nerve  endings  of  brain  cells.  Most 
researchers  now  agree  that  "the  forma- 
tion of  amyloid  is  the  final  common  path- 
way in  Alzheimer's  disease,"  says  Dr. 
Richard  J.  Wurtman,  director  of  the 
Clinical  Research  Center  at  Massachu- 
setts Institute  of  Technology.  But  the 
scientists  don't  agree  on  whether  beta 
amyloid  is  a  cause  of  the  disease  or  an 
effect.  Some,  such  as  Selkoe,  believe  too 
much  beta  amyloid  in  the  brain  triggers 
Alzheimer's.  Others,  including  Dr.  Al- 
len I ).  Roses,  professor  of  neurology  at 
Duke  I  niversity,  think  beta  amyloid  is  a 
side  effect  of  some  other  damage. 

Beta  amyloid  is  actually  a  peptide,  or 
piece,  of  a  larger  protein  called  amyloid 
precursor  protein  (APP),  found  on  the 
membrane  of  brain  cells.  In  1987,  re- 
searchers found  the  gene  that  directs 
production  of  APP  on  chromosome  21, 
one  of  the  23  twisted  pairs  of  DNA 
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strands  that  hold  the  genetic  instri 
tions  for  life.  Then,  last  Decembc 
Selkoe's  group  and  another  led  by  E 
Steven  G.  Younkin  at  Case  Western  R 
serve  University  found  a  defect  in  tl 
app  gene  that  causes  Alzheimer's 
about  1%  of  all  patients  who  inherit  tl 
disease.  This  defect  causes  the  body 
produce  far  too  much  amyloid  protein 

That  discovery  gave  a  big  boost 
the  amyloid-as-eulprit  theory.  So  did  a 
other  piece  of  evidence.  Selkoe's  team, 
conjunction  with  Athena  Neuroscienci 
Inc.  in  South  San  Francisco,  and  You 
kin's  group,  working  independentl 
found  that  lab-grown  brain  cells  relea; 
amyloid  protein  from  their  membranes 
without  being  damaged  first.  That  was 
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w  to  those  who  thought  that  it  was 
possible  for  beta  amyloid  to  be  pro- 
ved by  healthy,  intact  cells.  "The  con- 
sion  is  that  if  it  comes  out  normally— 
;  just  from  degenerating  cells— then 
i  problem  with  Alzheimer's  disease 
that  too  much  is  coming  out,"  says 
koe. 

Hholesterol's  role  in  heart  disease  is  a 
)d  analogy  for  amyloid  and  Alz- 
mer's,  says  Dr.  Ivan  Lieberburg,  vice- 
;sident  at  Athena  Neuroscience,  which 
s  founded  by  Selkoe.  Those  with  high- 
levels  of  beta  amyloid  may  be  at  risk 
Alzheimer's,  just  as  those  with  high 
)lesterol  levels  are  at  risk  for  arte- 
sclerosis.  The  body  may  produce  too 


s  the  disease  progresses,  nerve  cells 
the  language  and  motor  centers  of 
e  cortex  are  destroyed. 


much  cholesterol,  or 
the  liver  may  not  re- 
move enough  of  it,  or 
cells  on  the  artery  wall 
may   be  hypersensitive 
ice  it's  deposited  there.  "We  think  the 
ime  thing  is  happening  in  Alzheimer's 
sease,"  says  Lieberburg. 
That's  why  there's  a  major  shift  in 
rategies  for  creating  drugs  against 
lzheimer's.  Athena;  Scios  in  Mountain 
iew,  Calif.;  and  Cephalon  in  West  Ches- 
;r,  Pa.,  are  each  developing  agents  that 
ill  block  the  key  enzyme  that  snips 
3ta  amyloid  from  APP— the  same  way 
ierck's  top-selling  Mevacor  blocks  a  key 
;ep  in  cholesterol  formation.  Others  are 
Peking  drugs  to  remove  beta  amyloid 


from  the  body  or  protect  nerve  cells 
from  damage. 

The  amyloid  theory  has  gained  many 
converts.  Some  19  companies,  including 
Merck,  Bristol-Myers  Squibb,  Pfizer,  and 
Upjohn,  have  started  amyloid  research. 
That's  a  welcome  change,  says  Selkoe, 
who  estimates  that  in  the  past  15  years, 
billions  of  dollars  have  been  spent  on 
cholinergic  drugs  such  as  Tacrine.  Even 
now,  a  half-dozen  similar  drugs  are  in  or 
nearing  clinical  trials.  They  lessen  some 
effects  of  Alzheimer's  by  raising  levels  of 
acetylcholine,  a  key  brain  chemical  that's 
depleted  when  neurons  die.  But  they 
can  be  toxic,  and  they  can't  fend  off  the 
inevitable  progress  of  the  disease. 

Still,  drug  companies  haven't  given 
up  on  cholinergic  drugs  in  part  because 
the  beta  amyloid  theory  doesn't  answer 
all  questions  about  the  cause  of  Alz- 
heimer's. "Most  of  us  believe  that  de- 
mentia is  caused  by  cells  dying,  but  it's 
still  controversial  that  amyloid  actually 
kills  cells,"  says  neurologist  John  H. 
Growdon  of  Massachusetts  General  Hos- 
pital in  Boston. 

New  research  is  beginning  to  dispel 
some  of  that  controversy.  In  January, 
Dr.  Harvey  B.  Pollard  at  the  National 
Institute  of  Diabetes  &  Digestive  & 
Kidney  Diseases  found  that  beta  am- 
yloid fragments  can  form  channels 
that  let  calcium  rush  into  cells.  Too 
much  calcium  is  toxic.  Mark  P. 
Mattson,  a  researcher  at  the  Uni- 
versity of  Kentucky  College  of 
Medicine,  found  that  if  amyloid 
is  added  to  healthy  cells,  it  raises 
their  calcium  levels,  making  them 
more  vulnerable  to  damage.  And 
scientists  at  Sun  Health  Research 
Institute  in  Sun  City,  Ariz.,  have  ev- 
idence that  beta  amyloid  may  cause 
chronic  inflammation  of  the  brain  that 
could  lead  to  a  loss  of  function. 
The  next  key  question:  What  causes 
the  buildup  of  beta  amyloid?  It's  clear  in 
a  few  cases  that  a  mutation  in  the  APP 
gene  on  chromosome  21  is  to  blame. 
Then,  last  October,  researcher  Gerard  D. 
Schellenberg  of  the  University  of  Wash- 
ington in  Seattle  discovered  that  a  gene 
on  chromosome  14  is  involved  in  half  of 
all  remaining  cases  of  familial  Alz- 
heimer's. He  says  there  are  hints  that 
the  gene,  which  hasn't  been  isolated  yet, 
helps  regulate  how  APP  is  broken  down. 
But  chromosomes  21  and  14  don't  seem 
to  have  a  role  in  other  inherited  cases  or 
in  those  afflicted  after  age  60. 

Duke's  Roses  has  found  a  gene  on 
chromosome  19  that  may  be  key  to  late- 
onset  Alzheimer's.  It  directs  the  body  to 
make  a  particular  version,  APOE-4,  of  a 
protein  that  helps  move  cholesterol  in 
and  out  of  cells.  It  can  also  grab  hold  of 
beta  amyloid— and  is  found  in  plaques 
and  tangles  in  victims'  brains.  People 
who  carry  this  gene  have  "a  risk  factor 


for  Alzheimer's,"  says  Roses.  He  found 
the  gene  in  64%  of  those  with  the  dis- 
ease but  in  only  :$0%  of  the  general 
population. 

Roses  believes  apoe-4  causes  forma- 
tion of  tangles— insoluble  clumps  of  a 
protein  called  "tau"  that  collect  in  and 
damage  nerve  cells.  "The  amyloid  plaque 
may  be  superfluous,  a  byproduct,"  he 
says.  Selkoe  counters  that  Roses'  work 
fits  the  amyloid  theory:  "If  something  is 
wrong  with  APOE,  it  might  not  be  able 
to  bind  with  beta  [amyloid],  and  it  would 
be  available  to  accumulate  as  plaques." 
SHOTGUN.  Another  clue  about  what 
might  cause  late-onset  Alzheimer's  came 
last  October.  Researchers  at  MIT  and 
Massachusetts  General  Hospital  in  Bos- 
ton found  that  low  levels  of  the  brain 
chemical  acetylcholine,  a  common  symp- 
tom of  the  disease,  can  lead  to  the  for- 
mation of  beta  amyloid  in  lab-grown 
brain  cells.  Wurtman,  who  founded 
Interneuron  Pharmaceutical  Inc.,  a  neu- 
roscience  company  in  Lexington,  Mass., 
says  this  research  could  lead  to  a  new 
drug  strategy.  Drugs  such  as  Tacrine 
boost  acetylcholine  levels  all  over  the 
body.  So  at  doses  high  enough  to  coun- 
teract the  underlying  deficiency  in  the 
brain,  they  would  be  toxic  to  the  heart, 
liver,  and  other  regions  of  the  brain. 

Wurtman's  group  has  zeroed  in  on  a 
receptor,  or  docking  site,  for  acetylcho- 
line that  is  found  only  on  cells  in  the 
learning  areas  of  the  brain.  He  says 


SELKOE:  IS  CHOLESTEROL  A  MODEL? 


there  are  no  drugs  on  the  market  that 
can  target  only  this  receptor  but  that  his 
company  is  working  on  one.  "My  strong 
suspicion  is  that  there  will  be  one  in 
the  very  near  future,"  says  Wurtman. 

Such  bullish  predictions  are  becom- 
ing more  common  among  Alzheimer's 
researchers.  "Things  will  go  a  lot  faster," 
says  the  ma's  Khachaturian.  "You  have 
commitment  from  the  government, 
many,  many  drug  companies,  and  the 
scientific  community  to  move  at  a  very, 
very  rapid  pace."  The  hope  for  Alz- 
heimer's patients  and  their  families  is 
that  one  day  soon— perhaps  in  five 
years— researchers  can  offer  them  a 
treatment  with  real  promise. 

By  Naomi  Freundlich  in  Boston 
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LOSE  UP  TO  3 
POUNDS  OVERNIGHT. 


What  most  people  call  a  notebook,  we  call  obese.  The  NEW  Dell"  325SLi  weighs  3.6  lbs  and  is  <i  saint  7  u"  x  1 I ,"  and  /  W  thick.  Our  competitors'  notebooks 

weigh  nearly  twice  as  much,  and  they  don't  even  bothei  Irving  to  hide  it. 


The  notebook's  smaller,  not  the 
keyboard.  The  325SLI  h<is  a  /nil 
85'key  keyboard  tcirh  special 
screen  nui'igation  Isevs,  and  a 
/unli-m  keyboard  mou.se 


$1,499 

BUSINESS  LEASE':  $55/MONTH 


This  snuill  number  gets  you  all  these  big 
numbers:  25MHz  i386'  Si  fwxressor,  2MB 
•  >/  RAM,  60MB  hard  drive,  16KB  an  he. 
VGA  KV/Ia  mv  (l»  5  ",  640  x  480)  LCD, 
external  !  5"  dis/a'tic  drive,  and  n/>  to  4  hours 
n/  work  /nun  the  NiMH  battery.  Not  to 
mention  MS-1  x  >s ,  Windows,  and  a  mou.se. 
And  i/  you're  vailK  hungry  for  |»mvv,  we  can 
i  iistom  configure  a  system  fen  you  with  up  to 
10MB  RAM  and  200MB  h<ml  drive 


•/■> 


„/,.r 


i  noi  tii'Uf/tiMi'  in  (  atiada  «'i  Mexico 


Nil  otfutt  discounts  appl?  f  casing  «7Tan/it'd  by  Leasing  Group,  Int  fntci  and  i/u  find  /m 
logn  are  registered  trademarks  and  i386  is  a  trademark  /ntcf  Corporation  Ms  (x  is 
registered  trademark  of  Microsoft  Corporation  Dell  disclaims  proprietary  interest  in 
marh  and  names  of  omen  Ol993DeU<  tmputeri  orporation  All  rights  reserved 


800-6264821 

WHEN  CALLING.  PLEASE  REFERENCE  #11T22 
HOURS  7AM-9PM  CT  MON-FRI,  8AM-4PM  CT  SAT,  10AM-3PM  CT  SUN 

in  Canada;  call  800-668.3021  in  mexicocity,*  228-78H 


veloDments  to  Watc 


ED  BY  EMILY  T  SMITH 


mm  radon 

IROUGH  THE  LOOKING  GLASS 


Radon  emerged  as  a 
health  threat  in  the 
last  five  years  as  studies 
showed  that  exposure  to 
high  levels  in  the  home 
can  cause  lung  cancer. 
But  many  families  move 
so  often  that  it's  difficult 
to  determine  their  expo- 
sure over  a  lifetime. 

Now,  Battelle  Memori- 
al Institute  scientists  at 
the  Energy  Dept.'s  Pa- 
cific Northwest  Lab  in 
Richland,  Wash.,  have 
•ised  a  clever  way  to  do  so.  They  tape  a  2-inch-square  piece 
clear  plastic  polymer  to  the  glass  on  an  old  mirror  or 
med  picture.  Such  items  as  wedding  photos  are  easily  dat- 
e  and  normally  carried  from  home  to  home.  As  radon 
:ays  over  the  years,  it  emits  alpha  particles,  which  embed 
mselves  in  glass.  The  particles  leave  tracks  in  the  polymer, 
analyzing  these  tracks,  scientists  can  estimate  a  person's 
;rage  annual  exposure  to  indoor  radon  over  20  years  or 
re.  Starting  in  May,  the  technique  will  be  used  in  a  three- 
ir  National  Cancer  Institute  study  that  examines  radon, 
oking,  and  diet  as  co-factors  in  the  risk  of  lung  cancer. 


A  RUNG,  YOU  LOOK  STUNNING 
t  YOUR  RECYCLED  COKE  BOTTLE' 


leing  environmentally  correct  is  fashionable  these  days  in 
pthe  rag  trade.  First,  organically  grown  cotton  made  its 
out  in  everything  from  sheets  and  towels  to  T-shirts.  Now 
lies  fabric  made  from  recycled  plastic. 
vVellman  Inc.,  a  plastics  recycler  and  polyester  maker,  and 
ersburg  Fabrics  Inc.,  which  produces  fleece  fabrics,  have 
inched  what  they  claim  is  the  first  commercial  textile  fabric 
ide  from  used  plastic  beverage  bottles.  Dyersburg's  Dyer- 
ort  E.  C.  0.  fleece  fabric  contains  80%  of  a  fiber  made  by 
oilman  from  such  bottles.  The  fleece,  say  Dyersburg  execu- 
es,  matches  the  feel,  strength,  colorfastness,  and  shrinkage 
other  fleece  fabrics  made  from  virgin  polyester. 
Dyersburg's  entire  production  through  September  is  re- 
eved for  its  first  customer,  Patagonia,  which  will  use  it  to 
ike  an  outdoor  jacket  similar  to  a  nylon  windbreaker.  Karen 
:niz,  merchandise  manager  for  Dyersburg,  says  the  compa- 
expects  the  fabric  to  find  a  niche  in  outdoor  clothing  sold  to 
vironmentally  conscious  consumers. 


CLOSER  LOOK 
T  TRASH  IN  SPACE 


tkjf  uli  increasing  activity  in  space,  large  amounts  of  man- 
fW  made  materials  created  by  accidents  or  the  breakup  of 
ckets  exist  at  altitudes  of  240  miles  to  480  miles.  This  debris, 
oken  into  tiny  pieces  less  than  four  inches  in  size,  is  too 
nail  to  detect  through  existing  techniques,  such  as  radar,  yet 
rge  enough  to  punch  holes  through  satellites,  spacecraft,  or 
lacewalking  astronauts. 

Scientists  at  Los  Alamos  National  Laboratory  are  develop- 


ing a  ground-based  optical  system  that  can  detect  the  debris. 
The  system  combines  a  modest,  six-inch  telescope,  state-of-the- 
art  detector,  and  novel  computer  software  to  pick  out  the  faint 
trace  of  reflected  light  left  by  the  debris  orbiting  overhead. 
The  system  tracks  the  particles  of  light  reflected  by  the  de- 
bris, plotting  their  latitude  and  longitude.  Together,  the  data 
can  be  used  to  identify  the  track  made  by  a  small  piece  of 
debris  as  it  crosses  the  telescope's  field  of  view.  The  research- 
ers will  use  the  system  to  determine  how  much  of  this  clutter 
surrounds  the  earth  and  thereby  estimate  what  sort  of  hazard 
it  presents  to  earth-orbiting  missions.  They  hope  to  field  a 
demonstration  system  later  this  year. 


HOW  CORPORATE  AMERICA 
WOULD  GO  ABOUT  BEING  GREEN 


Bncreasingly,  industry,  government,  and  environmentalists, 
Bwho  have  often  clashed  over  environmental  rules,  seem  to 
agree  that  regulations  are  too  expensive  and  inefficient. 

Now,  in  a  report  released  on  Apr.  20  entitled  What  Price 
Clean  Air?,  the  Committee  for  Economic  Development,  an 
independent  research  and  educational  organization  of  some 
250  business  leaders,  has  agreed  on  the  principles  U.  S.  indus- 
try would  like  adopted.  The  group  endorses  cost-benefit  analy- 
sis as  the  basis  for  establishing  environmental  standards.  It 
also  supports  market-based  mechanisms,  such  as  taxes  on 
polluting  emissions,  as  preferable  to  command-and-control 
methods  of  regulation — such  as  those  that  mandate  pollution- 
control  technology  and  set  emissions  levels.  The  group  also 
recommends  including  the  social  costs  of  pollution,  such  as  the 
degradation  of  natural  resources,  in  the  costs  and  prices  of 
goods  and  services. 

"It's  the  first  time  a  cross  section  of  U.  S.  industry  has 
agreed  on  those  principles,"  says  one  executive.  The  report 
also  proposes  policies  for  dealing  with  global  climate  change, 
improving  energy  efficiency,  and  curtailing  vehicle  emissions. 


A  TAIWAN  TERMINATOR 
TERRORIZES  TERMITES 


The  dread  Formosan 
superternnte  is 
munching  its  way 
through  the  wooden 
structures  of  Florida 
and  other  Sunbelt  states. 
But  the  ravenous  crea- 
ture may  have  met  its 
match  in  another  native 
Formosan — Nan-Yao  Su, 
an  entomologist  at  the 
Fort  Lauderdale  (Fla.) 
research  center  of  the 
University  of  Florida  In- 
stitute of  Food  &  Agri- 
cultural Sciences.  Su  has  developed  a  slow-acting  poison  that, 
when  mixed  into  bait,  inhibits  the  production  of  chitin,  a  sub- 
stance that  termites  need  to  form  shells.  It  also  works  on 
native  varieties  of  subterranean  termites,  which  are  the  big- 
gest problem  in  areas  not  infested  by  the  Formosan  termite. 

Su's  work  has  been  supported  by  DowElanco,  a  joint  ven- 
ture of  Eli  Lilly  &  Co.  and  Dow  Chemical  Co.  DowElanco  has 
exclusive  rights  to  use  the  poison  and  is  testing  it  in  different 
soils  and  climates  around  the  country.  The  company  has  asked 
the  Environmental  Protection  Agency  for  approval  of  the  sub- 
stance and  aims  to  bring  it  to  market  in  1995. 
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On  the  afternoon  of  July  31,  1990, 
in  a  test-track  garage  in  High- 
land Park,  Mich.,  Lee  A.  Iacocca 
huddled  with  a  dozen  Chrysler  Corp.  en- 
gineers to  make  a  decision  that  would 
help  determine  the  future  of  their  com- 
pany— and,  quite  possibly,  of  the  U.  S. 
auto  industry.  To  husband  cash  at  his 
troubled  carmaker,  Iacocca  was  consid- 
ering a  joint  deal  with  Italy's  Fiat  to 
build  a  new  subcompact,  Chrysler's  first 
since  the  Omni  and  Horizon  twins  in 
1978.  On  this  steamy  day,  the  engi- 
neers had  one  last  chance  to 
persuade  their  strong-willed 
chairman  to  let  them  do  it 
themselves. 
The  lights  were. 


dimmed,  and  Robert  P.  Marcell,  the  53- 
year-old  head  of  Chrysler's  small-car 
team,  made  the  most  of  his  opportunity. 
He  began  showing  slides  of  his  home- 
town, Iron  River,  a  decaying  mining 
community  in  Michigan's  Upper  Penin- 
sula. Up  flashed  the  now-shuttered 
Homer-Wauseca  mine, 
where  Marcell  had 


THE 


APRIL  Ford's  1991  Escort, 
jointly  engineered  with 
Mazda,  hits  showrooms.  De- 
velopment cost:  $2.0  billion. 

▼ 


FROM  START 
TO  FINISH 


1990 


APRIL  Chrysler  management 
O.K.'s  preliminary  investiga- 
tion of  a  new  subcompact. 


SEPTEMBER  New  Nissan 
Sentra  arrives  with  a  price  of 
$8,000.  It  sets  the  standard  for 
a  quiet  ride  in  a  small  car. 


1991 


JULY  Then-Chairman  Lee 
Iacocca  visits  the  company's 
test-track  garage  to  hear  his 
engineers  pitch  the  new 
model.  Their  emotional  appeal 
persuades  Iacocca  to  drop  the 
idea  of  a  small-car  joint 
venture  with  Fiat. 


JANUARY  The  Neon 
concept  car,  the  inspiration 
for  the  production  Neon, 
is  greeted  warmly  at  the 
Detroit  auto  show. 


worked  summers  during  college.  Th 
the  abandoned  yard,  where  1,000  railcti 
a  day  were  once  loaded  with  ore.  A 
the  hospital  where,  because  of  the  flig 
of  the  young  from  Iron  River,  five  pi 
pie  die  for  every  one  that  is  born.  T 
town  is  crumbling,  he  said,  his  voi 
shaking,  "because  we  couldn't  compefc 

Detroit,  Marcell  argued,  was  slow 
heading  toward  the  same  fate,  and  abs 
doning  small  cars  would  speed  its  c 
mise.  But  if  Chrysler  could  become  t 
first  U.  S.  company  in  decades  to  make 
profitable  subcompact,  it  could  help 
verse  the  trend.  It  could  prove  th 
American  carmakers,  in  toe-to-toe  co: 
bat,  can  outmuscle  the  Japanese.  Marc 
uttered  what  became  his  team's  rallyi 
cry:  "If  we  dare  to  be  different,  1 
could  be  the  reason  the  U.  S.  auto  indi 
try  survives.  We  could  be  the  reason  o 
kids  and  grandkids  don't  end  up  in  fas 
food  service."  As  he  ended  his  pitch, 
thought  he  saw  a  tear  in  Iacocca's  ey 

Thus  began  one  of  the  most  remar 
able  development  efforts  in  Detroit's  h 
tory.  Marcell  and  a  core  group  of 
compatriots  at  the  No.  3  carmaker  mol 
lized  600  engineers,  289  suppliers,  ai 
even  blue-collar  workers  in  the  campai^ 
to  deliver  the  new  model  in  a  speedy 


JANUARY  After  seven  ye| 
and  $5  billion  in  develop^ 
costs,  deliveries  of     ►  I 
GM's  Saturn  begin. 

APRIL  Chrysler's  ^P|| 
top  brass  gives  Neon 
a  green  light,  approving  If 
$  1.3  billion  budget. 

SEPTEMBER  Iacocca  aril 
Chrysler  President  Rober 
prevail  on  the  Neon  tearr 
redo  the  car's  front  end  t« 
distinctive  oval  headlight 
Despite  the  interruption,  t 
project  stays  on  schedule 
within  budget. 

OCTOBER  Restyled  Hon 
Civic  hits  showrooms  witl 
base  price  of  $8,100,  up 
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mths,  for  a  fraction  of  what  any  re- 
lt  small  car  has  cost.  Starting  with  an 
characteristic  willingness  to  borrow 
>m  competitors,  they  overcame  the 
lebound  Motown  habits  and  self-doubt 
it  for  decades  squelched  U.  S.  auto 
lovation.  Now,  as  the  frenzied  effort 
ilds  toward  a  close,  it  seems  that  the 
;on,  as  the  car  is  named,  will  meet 
ist  of  Marcell's  goals. 

SURGE  AND  DEVELOPMENT.  Despite 

ch  disruptions  as  a  midcourse  change 
snazzier  headlights,  production  should 
irt  in  November,  three  months  ahead 
schedule.  Thanks  to  unprecedented 
nny-pinching,   Chrysler  engineers 
nk  each  car  will  cost  $500  less  to  build 
in  any  competing  subcompact.  When 
hits  showrooms  on  Jan.  1  with  a  price 
about  $8,600,  the  Neon  could  thus 
at  the  Japanese  at  their  game  of  sell- 
r  inexpensive,  good  small  cars  at  a 
3-fit.  By  that  measure,  "this  will  be  the 
>st  successful  American   small  car 
er,"  says  James  P.  Womack,  co-author 
the  seminal  1990  auto  study,  The  Ma- 
ine That  Changed  the  World.  If  he's 
^ht,  Neon  will  help  finish  a  fast  turn- 
ound  at  Chrysler.  Just  16  months  ago, 
losses  were  alarming,  its  stock  was 
10.  But  a  redone  Jeep  Grand  Chero- 
e  plus  its  new  LH  midsize  cars  pro- 
ced  a  record  $880  million  first-quarter 
erating  profit,  before  an  accounting 
charge.  Now,  the  stock  is  at  40. 

By  completing  the  triple 
play,  the  Neon  would  be 
the  most  dramatic 
proof  yet  of 


1992 


tY  Some  90  UAW 
;  from  Chrysler's 
re  (III.)  plant  come  to 
to  build  prototype 
and  help  revise  the 
>f  their  factory,  which 
<e  the  car. 


the  edge  Chrylser  gets  from  its  im- 
proved development  formula.  The  car 
should  come  in  on  budget  at  $1.3  billion. 
By  contrast,  Ford  Motor  Co.'s  newest 
Escort,  developed  with  help  from  Mazda 
Motor  Corp.,  took  five  years  and  $2  bil- 
lion to  bring  out.  Ford's  new  European 
Mondeo  compact,  soon  to  replace  the 
Tempo  in  the  U.  S.,  cost  $6  billion.  Gen- 
eral Motors  Corp.'s  hugely  popular  Sat- 
urn took  seven  years  and 
$5  billion.  The  rest  of  De- 
troit is  getting  the  mes- 
sage. Ford  is  hustling  to 
create  its  own  versions 
of  Chrysler's  teams  and 
reverse  its  greatest 
weakness — its  glacially 
paced  product  develop- 
ment. And  GM,  at  long 
last,  seems  poised  to 
shake  inefficiency  so  it, 
too,  can  finally  compete. 

There  are  reasons  ga- 
lore for  taking  this  road. 
For  a  decade,  analysts 
figure,  the  Big  Three 
have  priced  small  cars  so  low — to  sell 
enough  to  average  against  their  large 
cars  in  meeting  the  government's  gas- 
mileage  standards — that  economy-car 
losses  wiped  out  big-car  profits.  De- 
troit's earnings  have  come  mostly  from 
pickups  and  minivans,  segments  where 
foreign  competition  has  been  weak  or 
hurt  by  tariffs.  But  these  havens  won't 
stay  safe  forever.  Heavyweights  such  as 
Honda,  Toyota,  and  Mercedes-Benz  will 
crowd  into  them  in  a  few  years,  driving 
margins  down. 

At  the  same  time,  environmental  pres- 
sures will  likely  force  more  Americans 
to  buy  small  cars.  Already,  California  is 
considering  a  higher  sales  tax 
on  gas  hogs.  And 


th  a  base 
price  of  $8,600,  the 
Neon  could  just  beat 
the  Japanese  at 
their  game  of  selling 
well-equipped  small 
cars  at  a  profit 


A 

1BER  Toyota's 
ipact  Corolla  blossoms 
ompact  with  a  price  to 
$11,200,  up  15%. 


OCTOBER  After  comparing 
Neon  prototypes  with  the 
Honda  Civic  and  other 
competing  models,  Chrysler's 
parts  suppliers  suggest 
improvements. 


1993 


SEPTEMBER  Neon  to  make 
first  public  appearance  at 
Frankfurt  auto  show. 

NOVEMBER  Production  to 
begin,  three  months  ahead 
of  original  plan. 


1994 


new  federal  energy  taxes  could  push 
gasoline  up  75<t  a  gallon  by  the  end  of 
the  decade,  predicts  Christopher  W.  Ce- 
dergren,  an  analyst  at  AutoPacific 
Group  Inc.  in  Thousand  Oaks,  Calif.  On 
top  of  that,  the  federal  mileage  standard 
is  likely  to  rise  from  the  current  27.5 
miles  per  gallon,  forcing  carmakers  to 
sell  more  gas-stingy  cars.  Companies 
that  can't  make  money  on  those  may 
end  up  on  the  junk  heap. 

Skill  in  making  small 
cars  may  also  be  crucial 
for  exploiting  new  oppor- 
tunities. Subcompacts 
predominate  in  emerging 
markets  such  as  Asia 
and  Latin  America, 
where  auto  sales  are  ex- 
pected to  zoom  50%  in 
the  next  decade.  Mean- 
time, markets  such  as 
Western  Europe  and 
North  America  will  stag- 
nate. It  will  thus  be  cru- 
cial to  apply  the  Neon's 
lessons  to  big  cars,  as 
well — either  to  fatten  profits  or  hold 
prices  in  check  to  build  market  share. 
yen  and  yang.  Indeed,  Detroit  is  get- 
ting the  hang  of  all  this  just  as  the 
Japanese  are  stumbling.  The  latest  ver- 
sions of  models  such  as  Honda  Motor 
Co.'s  Civic  and  Toyota  Motor  Corp.'s  Co- 
rolla have  become  so  big  and  sumptuous 
that  they're  giving  shoppers  sticker 
shock.  The  stronger  yen,  up  21%  vs.  the 
dollar  in  just  two  years,  has  forced 
prices  even  higher:  Japanese  subcom- 
pacts, on  average,  cost  13%  more  than  in 
1991.  As  a  result,  the  Japanese  share  of 
U.  S.  sales  in  that  segment  has  fallen 
from  52%  to  49%.  "Customers  are  willing 
to  pay  less  than  we  expected,"  says  Ta- 
kayasu  Honda,  Toyota's  chief  engineer 
on  the  Corolla. 

It's  way  too  early,  of  course,  for 
Chrysler  to  crow.  The  yen's  value 
can  always  change  back  in  Ja- 
pan's favor.  For  the  Neon 
to  turn  a  profit,  more- 
over, 300,000  must  be 
sold  each  year — a  fig- 
ure that  Saturn  is  just 
approaching.  Beyond 


JANUARY  Neon  officially 
goes  on  sale,  starting  at  about 

$8,600. 

▼ 
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SUBPAR  SUBCOMPACTS 


▼  DODGE  OMNI,  1978-1990 

It  and  Plymouth  Horizon  got  five 
safety  recalls  in  first  six  months. 
Consumer  Reports  blasted  its 
high-speed  handling. 


▼  CHEVY  VEGA,  1971-1' 

Faulty  rear  brakes.  Wheels 
tended  to  foil  off.  Aluminuri 
engine  burned  oil  after  abo| 
10,000  miles. 


▲  AMC  GREMLIN,  1970-1978 

Launched  by  American  Motors 
Corp.,  which  Chrysler  bought  in 
1987.  Stalled  intermittently 
during  right  turns. 


that,  the  2,300-pound  car  will  have  some 
heavy  baggage  to  haul.  Chrysler  has  the 
worst  quality  record  of  the  Big  Three — 
not  to  mention  the  Japanese.  "I'm  not 
that  worried,"  says  Toyota's  Honda. 
"Even  if  you  have  a  good  car,  it's  hard 
to  get  people  to  buy  it  immediately.  You 
need  a  reputation  for  reliability."  Still, 
the  Neon  has  the  best  chance  in  years  to 


• 


and  money  to  design — yet  small  ones 
sold  for  far  less.  At  Chrysler,  top  offi- 
cers such  as  Iacocca  and  Chief  Financial 
Officer  Jerome  B.  York  knew  this  all  too 
well,  and  by  1990  they  were  sizing  up 
potential  partners.  Even  so,  four  months 
before  the  garage  meeting,  Marcell  be- 
gan planning  the  Neon  with  backing 
from  President  Robert  A.  Lutz  and  engi- 
neering chief  Francois 
J.  Castaing. 

From  the  start,  Mar- 
cell  figured  the  Neon 
demanded  an  unusual 
approach  for  Chrysler. 
He  and  12  engineers 
first  assigned  to  the 
project  latched  on  to  a 
newly  popular  concept 
called  concurrent  engi- 
neering. This  meant 
getting  engineers,  mar- 
keters, purchasing  peo- 
ple, and  finance  types 
to  work  together  from 
the  start  to  avoid  later 


A, 


.bandoning 
small  cars, 
Marcell  argued, 
would  have  a 
devastating 
effect  on  Detroit 


disprove  Henry  Ford  II's  1972  dictum: 
"Minicars,  miniprofits." 

At  least  in  Detroit,  that  logic  is  still 
largely  undisputed.  Designing  a  first- 
rate,  inexpensive  small  car  "is  probably 
the  ultimate  engineering  challenge,' 
says  Kenneth  K.  Kohrs,  Ford's  vice- 
president  for  car  product  development  in 
North  Ajnetfiea.  Until  the  Neon,  big  and 
small  cars  took  nearly  the  same  time 


delays  from  disagreements  or  misunder- 
standings. Teams  designing  the  new 
Jeep  and  the  LH  cars  were  already  try- 
ing such  an  approach.  But  the  intensity 
peaked  at  Neon:  If  costs  weren't  rock- 
bottom,  the  project  would  die.  The  team 
borrowed  Japanese  techniques  with 
names  such  as  quality  function  deploy- 
ment, a  way  to  prioritize  customer  de- 
sires, and  poka-yoke,  making  assembly 


procedures  more  foolproof.  And  blue-cj 
lar  workers  got  more  responsibility  thj 
in  any  program  except  Saturn's. 

While   the   Neon   was   still  only 
sketch,  the  team  began  sizing  up 
competition.  The  engineers  drove  mode| 
such  as  a  Honda  Civic  and  a  Ford 
cort,  measuring  in  detail  how  they  hs 
died.  They  also  tore  them  apart,  wei| 
ing  each  component  and  figuring  what 
cost  to  make  so  they'd  know  what  thJ 
had  to  beat.  Then  team  members  talk] 
to  consumers,  such  as  subcompact  o\ 
ers  in  import-happy  San  Diego, 
didn't  want  much:  a  small  car  that  H 
like  a  big  one  and  was  reliable,  fun 
drive,  and  safe.  In  expeditions  to  she 
ping  malls,  Marcell's  deputy,  enginel 
Alan  C.  Carlson,  found  that  young  fatf 
ilies  use  small  cars  as  utility  vehicle 
hauling  kids  and  gear  to  work  and  pi 

All  the  preparation  armed  Marcell 
his  test-track  pitch.  When  the  meetir 
broke  at  6  p.m.,  Iacocca  was  noncommj 
tal.  But  Marcell's  speech  had  moved  tlj 
cigar-chomping  chairman.  A  few  weei 
later,  the  team  began  getting  request 
from  top  managers  for  more  detaif 
"That  was  the  turning  point,"  says  Jl 
seph  N.  Caddell,  Chrysler's  gener| 
product  manager  for  small  cars. 
twice  shy.  Marcell  knew  the  car  riske 
missing  its  stringent  targets  unless  cor 
ponents  makers  got  on  board  early, 
ter  all,  they  would  furnish  707f  of  til 
value  of  the  car.  So  in  October,  1990, 
team  invited  25  makers  of  key  pari 
such  as  seats,  tires,  and  suspension  corl 
ponents  to  send  engineers  to  Chrysler! 
Chelsea  (Mich.)  proving  ground.  Therl 
they  drove  the  crude  first  prototypl 
cobbled  together  on  a  Dodge  Omni  bodi 
Team  members  laid  out  their  tough  co:| 
challenge.  At  first,  the  suppliers 
skeptical  of  the  partnership  Marcell  em 
sioned,  which  called  for  sharing  sensitivl 
financial  data  and  ideas  in  a  mutual  el 
fort  to  slice  costs.  They  had  all  beep 
burned  before  by  customers  professinlj 
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▼  FORD  PINTO,  1971-1980 

Front  end  impossible  to  keep 
aligned.  Rough-riding. 
Heavy-steering.  Risk  of  gas-tank 
fire  if  rear-ended. 


▲  CHEVY  CHEVETTE,  1976-1986 

Transmission,  mounted  in  rear, 
ate  up  seating  and  cargo  space. 
Underpowered.  Weak  brakes. 
GM  lost  about  $300  apiece. 


)therly  love.  But  Marcell's  earnest- 
ss  won  them  over. 

soon,  suppliers  were  nearly  living 
th  Neon  team  members.  Take  the  case 
Johnson  Controls  Inc.,  which  Marcell 
3se  to  supply  seats.  Johnson  met  its 
it  target.  But  it  fell  far  short  on  safe- 
weight,  and  comfort.  So  on  Jan.  2, 
)1,  10  Chrysler  engineers  arrived  at  a 
iss-and-brick  Johnson  building  west  of 
■troit.  After  five  lOVi-hour  days,  they 
d  10  JCI  counterparts,  led  by  sales  di- 
ctor  Rudy  Paluch  Jr.,  agreed  on 
;ight,  cost,  and  performance  targets 
it  haven't  budged  since.  That's  a  stark 
ntrast  to  the  typical  U.  S.  new-car  pro- 
am,  where  countless  small  changes  in- 
.te  the  price.  "The  dimes  all  of  a  sud- 
n  add  up  to  dollars,  and  you've  lost 
ur  cost  control,"  says  Paluch. 
In  another  break  with  convention,  the 
Jon  team  accepted  higher  component 
sts  if  it  meant  a  less  costly  car  overall, 
ir  instance,  Johnson  designed  the  rear 
ats  for  some  Neon  models  so  they 
)uld  fold  down  to  expand  trunk  space, 
it  Chrysler's  manufacturing  engineers 
inted  all  versions  of  the  seat  to  install 
e  same  way,  which  meant  making  the 
ld-down  seat  more  complex.  That  cost 
ore,  but  Chrysler  will  save  up  to  $1.1 
illion  in  simplified  final  assembly. 
cort  redux?  As  the  Neon  took  shape, 
e  magnitude  of  Chrysler's  challenge 
as  dramatized  by  its  rivals'  troubles.  In 
pril,  1990,  with  much  fanfare,  Ford  un- 
tied its  all-new  Escort.  But  sales 
umped  because  of  lackluster  styling 
id  a  rough-running  engine.  Ford  soon 
igan  selling  Escorts  with  popular  op- 
Mis  for  $9,995 — at  a  loss,  analysts  fig- 
•e,  of  $500  each.  In  fact,  although  more 
ian  4  million  Escorts  have  been  sold 
nee  their  debut  in  1981,  "the  car  has 
st  a  lot  of  money,"  says  a  former  Ford 
cecutive.  To  keep  the  original  car  sell- 
g,  for  instance,  the  company  spent 
iarly  $4  billion  on  cash  rebates  and 
her  incentives  during  its  10-year  life. 


By  the  spring  of  1991,  the  cost-con- 
tainment work  of  Marcell's  12  core  peo- 
ple was  easing  Iacocca's  fears  of  Escort 
redux.  For  one  thing,  production  was  to 
start  in  January,  1994.  Such  a  quick 
turnaround  alone  would  shave  about 
407'  off  Chrysler's  usual  engineering 
bill,  which  accounts  for  about  one-fifth 
of  development  costs.  So  in  April,  1991, 
the  Chrysler  board  approved  the  Neon's 
budget.  That  would  cover  a  new  body 
and  chassis,  plus  a  brand-new  130-horse- 
power,  2-liter  overhead-cam  engine  and 
five-speed  manual  transmission.  It  would 
also  pay  for  retooling  assembly  plants  in 
Belvidere,  111.,  and  Toluca,  Mexico,  and 
for  building  new  engine  and  transmis- 
sion lines.  It  was  an  ambitious  plan  with 
a  tight  bankroll.  "With  the  exception  of 
having  faith  that  we  would  find  a  way, 
we  really  didn't  know  how  we  were  go- 


▲  FORD  ESCORT,  1981-1993 

Good  fuel  economy,  but 
underpowered.  Best-selling 
American  car  for  a  while.  Hasn't 
yet  made  money. 


ing  to  get  there,"  Marcell  concedes  now. 

One  thing  he  did  know  was  that  the 
Neon  wouldn't  sell  if  it  scrimped  on  fea- 
tures or  performance.  So  the  team  fo- 
cused on  cutting  costs  where  customers 
wouldn't  notice,  or  wouldn't  care.  For 
instance,  small-car  owners  told  research- 
ers power  windows  weren't  important, 


so  the  team  chose 
the  crank  variety. 
Market  research 
also  showed  that 
buyers  saw  nothing 
special  in  the  four- 
speed  automatic 
transmission  most 
competitors  offer. 
So  engineers  adapt- 
ed an  existing  Chrysler  would 
Chrysler  three- 
speed,  saving  more  pull  the  plug 


he  Neon 
team  knew  that 
if  costs  weren't 
rock-bottom, 
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than  $300  millioi  .  The  team  also  decided 
to  sell  identical  cars  at  Chrysler  and 
Dodg<  derships  instead  of  offering 
fv  ightly  different  versions,  as  Ford 
'  d  with  its  Escort  and  Tracer.  That 
saved  about  $10  million  in  engineering 
and  tooling.  Stylists  did  away  with  all 
but  one  exterior  molding,  chopping  parts 
costs  $50  per  car. 

At  the  same  time,  the  team  spent 
money  it  knew  would  count.  Small-car 
owners  worry  a  lot  about  safety.  So 
team  members  swallowed  hard  and 
made  Neon  the  first  subcompact  with 
standard  dual  air  bags.  Marcell  figured 
the  bags  would  be  a  whopping  10'  <  of 
the  car's  total  parts  bill.  But  supplier 
TRW  Inc.  lowered  that  substantially  by 
designing  a  single,  cheaper  impact  sen- 
sor to  replace  the  usual  three.  In  addi- 
tion, Neon  will  have  reinforced  doors 
that  will  meet  the  tough  1997  federal 
side-impact  standards  three  years  early. 

By  September,  1991,  the  program  was 
humming  along  when  top  management 
threw  a  wrench  in  the  works.  At  a  re- 
view session  in  Chrysler's  styling  stu- 
dios, Lutz  and  Iacocca  said  they  wanted 
a  new  front  end.  They  preferred  the  dis- 
tinctive oval  headlights  and  more  daring 
character  of  the  Neon  concept  car  mak- 
ing the  auto-show  circuit  to  the  rectan- 
gular lights  the  team  had  chosen.  The 
problem  was,  top  brass  had  promised — 
for  once — not  to  meddle.  "I  had  some 
pretty  upset  people,"  concedes  Marcell. 
"The  reaction  was,  'It's  going  to  cost  $20 
million  in  added  investment!'  " 
civic  minded.  Lutz,  worried  about  mo- 
rale, offered  to  explain  the  decision  to 
the  team.  But  Marcell  cajoled  his 
charges  into  evaluating  the  difficulty 
and  the  cost  of  a  change.  They  quickly 
decided  that  the  jauntier  appearance  was 
a  plus.  In  the  end,  the  redesign  cost  only 
about  $7  million.  And  the  new  headlights 
cost  less,  so  the  net  effect  was  a  wash. 
More  important,  the  program  didn't  skip 
a  beat.  Team  members  scrambled,  and 
the  Neon  prototypes  built  just  four 
months  later  incorporated  the  new  look. 


Team  morale  got  a  lift  that  October 
when  Honda  began  selling  its  all-new 
Civic.  For  two  decades,  Civics  had  set 
the  standard  for  subcompact  excellence. 
So  Neon  team  members  pored  over  the 
new  version,  and  what  they  found  was 
startling.  On  the  plus  side,  the  car  was 
roomier,  with  more  contemporary  styl- 
ing. And  Honda  had  shaved  about  $700 
in  costs  with  fewer,  simpler  parts.  But 
the  basic  price  was  up  87',  to  $8,100.  And 
behind  the  wheel,  visibility  was  worse 
and  handling  was  annoyingly  sluggish, 
in  part  because  the  car  weighed  more. 
The  team  decided  the  old  version  was 
still  its  benchmark  for  driving  fun. 

By  then,  Marcell  was  focusing  on 
readying  Belvidere  for  high-quality  out- 
put. As  early  as  November,  1990,  he  had 
asked  union  members  there  to  help  engi- 
neers make  the  car  easy  to  build  and  to 
streamline  production  methods.  The  re- 
sult, in  theory,  will  be  fewer  defects. 
"Engineers  are  great,  but  they've  never 
built  a  car,"  says  Bob  Dunlavy,  a  United 
Auto  Workers  quality  coordinator. 

In  January  and  February,  1992,  Mar- 
cell enlisted  the  UAW  full-time.  Chrysler 


G 


hrysler 
asked  for  line 
workers' 
input — and  gc 
over  4,000 
proposals 


bused  about  90  Bel- 
videre workers  to 
suburban  Detroit 
to  help  assemble 
the  first  production 
prototypes  and 
suggest  how  to  do 
the    job  better. 
Among  the  many 
ideas  they  came  up 
with:   a  height-ad- 
justable assembly 
line,  so  assemblers 
can  fasten  on  components  without 
tiguing  body  contortions  that  lead 
mistakes.  Two  workers,  Ron  Swain  ; 
Gary  Smoot,  suggested  changes 
Neon's  door-installation  equipment 
window  glass  would  fit  perfectly.  Tha 
crucial,   since  there's   no   upper  d 
frame  to  guide  the  glass,  and  the  slig 
est  gap  can  cause  wind  or  water  lea 
So  far,  workers  have  proposed  m 
than  4,000  changes  in  the  car  and  r 
duction  process,  and  many  have  be 
implemented.  "We're  proud  of  wha 
going  on,"  says  Dunlavy 

In  the  spring  of  1992,  the  Neon  te£ 


HOW  THE  HEOH  STACKS  UP 


Price 

Base  engine/ 

Horsepower 

Weight 
in  pounds 

Fuel  economy/ 
mpg 

Air  bags 

Driver 

Passenger 

DODGE/PLYMOUTH  NEON 

$8,600- 

512,500 

2-liter/l  30 

2,300 

30+  (est.) 

standard 

standard 

HONDA  CIVIC 

$8,950- 

M  6,080 

1.5-Iiter/102 

2,300 

38 

standard 

optional 

FORD  ESCORT 

$8,335- 

511,923 

1.9-liter/88 

2,300 

33 

N/A 

N/A 

GM'S  SATURN 

$9,395- 

H  3,570 

1.9-liter/85 

2,300 

36 

standard 

N/A 

NISSAN  SENTRA 

$8,995- 

M  5,020 

1 .6-liter/ 1  1 0 

2,400 

35 

optional 

N/A 

TOYOTA  TERCEL 

$7,998-. 

512,038 

1.5-liter/82 

2.000 

29 

standard 

N/A 

DATA  BUSINESS  WEEK 


N/A  =  Not  availabt 
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got  a  new  target  to  aim  for.  After  its 
lengthy  gestation  and  a  snail-like  pro- 
duction launch,  GM's  plastic-bodied  Sat- 
urn began  to  show  big  sales  gains.  Re- 
searcher J.  D.  Power  &  Associates  Inc. 
tagged  it  as  the  highest-quality  U.  S. 
model  and  said  its  customer  satisfaction 
trailed  only  Japan's  luxury  brands, 
Lexus  and  Infiniti.  For  the  year,  sales 
would  hit  196,000,  matching  Toyota's  Co- 
rolla and  proving  that  a  U.  S.-designed 


and  U.  S.-built  small  car  could  compete 
hubcap-to-hubcap. 

There  was  just  one  hitch:  Saturn  Corp. 
may  never  make  money.  The  company 
lost  about  $700  million  in  1992.  President 
Richard  G.  "Skip"  LeFauve  promises 
Saturn  will  break  even  this  year,  but 
that's  only  because  of  creative  account- 
ing. LeFauve  concedes  the  company  will 
be  paying  only  ongoing  expenses,  such 
as  materials  and  wages,  plus  the  amor- 


tized $1.9  billion  cost  of  Saturn's  factor; 
An  additional  $3  billion  in  Saturn's  staj 
tup  costs  go  on  GM's  books.  "Satuij 
started  about  20  miles  in  the  hole,  arj 
there's  just  no  way  they  can  get  outl 
says  author  Womack. 

Costs  aside,  however,  Saturn  sent  an 
urgent  message  to  Neon:  Top  quality  I 
crucial  to  sales.  Defect  rates  on  Chryskl 
products  have  declined  dramatically  ov«  j 
the  past  decade,  but  they're  still  highti 


JAPAN'S  NIW  CREDO:  AVERAGE  CAN  BE  GOOD  ENOUGH 


inoru  Takei  spent  the  winter 
i  of  1990  peering  into  cars  driv- 
len  by  young  women.  Japan's 
minicar  market  was  slumping,  and  Ta- 
kei, Honda's  development  chief  for  ex- 
tra-small vehicles,  planned  a  cost-cut- 
ting revamp  of  the  Today,  which 
Honda  doesn't  export.  He  had  to  do  it, 
however,  without  losing  features  that 
appeal  to  the  car's  mostly  female  own- 
ers. Finally,  he  decided  to  junk  Today's 
hatchback  for  a  cheaper  trunk.  With 
other  efficiencies,  that 
let  him  add  an  air  bag, 
cut  the  price  of  last  Jan- 
uary's model  by  $440, 
and  post  March  unit 
sales  217'  above  his  tar- 
get. "We  were  the  weird 
ones  in  the  company,"  he 
says.  "Everyone  else 
was  upgrading  and  ig- 
noring us." 

They're  listening  now. 
With  Honda's  sales  hurt- 
ing in  Japan  and  the 
U.  S.,  "our  focus  now  is 
value  for  money,"  says 
Shinya  Iwakura,  a 
Honda  Motor  Co.  direc- 
tor. In  the  booming  late 
'80s,  even  subcompacts 
got  bigger  and  sprouted 
Lexus-like  gadgets  such 
as  vibrating  side  mirrors 
to  shake  off  rain.  But 
the  recession  has  dulled 
budget-wary  buyers'  ap- 
petite for  top-end  features  on  what 
were  once  economy  cars.  "Japanese 
carmakers  overused  their  strengths," 
says  Takahiro  Fujimoto,  an  auto  expert 
at  the  University  of  Tokyo.  "They 
must  now  develop  a  keen  sense  of 
priority." 

NEW  thinking.  Easier  said  than  done. 
The  sharply  stronger  yen,  plus  laws 
requiring  new  safety  and  emissions 
gear,  mean  Japanese  carmakers  have 
to  cut  costs  just  to  stay  even.  They 
won't  risk  safety,  reliability,  or  perfor- 


mance. But  the  pressure  is  so  intense 
that  instead  of  insisting  on  perfection, 
they're  looking  for  areas  where  aver- 
age will  sell.  Takayasu  Honda,  the  Co- 
rolla's chief  engineer,  wants  to  shave 
107  off  the  cost  of  an  air-bag  system, 
for  instance,  partly  by  making  the 
gold-plated  connectors  on  its  sensors 
thinner.  He's  also  investigating  wheth- 
er it's  worth  the  expense  to  ensure  es- 
pecially narrow  seams  between  body 
panels  when  U.  S.  buyers  don't  seem  to 


notice.  "If  the  market  accepts  lower 
standards,  is  it  really  a  good  idea  to 
keep  standards  at  our  level?"  he  asks. 

Maybe  not.  That's  why  cost-cutting, 
which  used  to  mean  cheaper  ways  to 
manufacture,  now  means  cheaper  de- 
sign. "It's  a  matter  of  completely 
changing  our  way  of  thinking,"  says 
Hiroyuki  Ito,  the  subcompact  Civic's 
chief  engineer.  At  Honda,  whose  engi- 
neers have  had  a  notoriously  free 
hand,  the  revised  mindset  began  with 
the  new  Today.  Dumping  the  hatch- 


back saved  money  because  a  vehiclq 
with  just  a  trunk  needs  a  less  extend 
sive  superstructure.  Takei  also  kepu 
407  of  the  parts  in  the  earlier  version. 
On  the  new  Domani,  a  sister  to  thd 
Civic  that's  sold  only  in  Japan,  607>  of 
the  parts  in  a  model  unveiled  in  Octo- 
ber are  shared  with  other  Hondas. 

Most  important,  Takei's  30-member! 
team  pioneered  development  changes 
now  used  throughout  the  company.  Aj 
year  before  design  drawings  were  fin-! 

ished — instead  of  the 
usual  six  months — 40 
first-tier  parts  makers; 
that  contribute  907>  of 
the  value  of  the  car  were1 
invited  in.  They  tookl 
apart  an  old  Today, 
spread  out  the  pieces  at 
Honda's  research  and  de- 
velopment lab  in  Tochigi, 
and  offered  ideas  oni 
making  parts  less  expen-| 
sively.  More  time  for  tin-j 
kering  led  to  more  accu-i 
rate — and  often,  lower — 
cost  estimates.  "Invest- 
ing time  early  means 
fewer  surprises,"  Takei 
says.  Now  that  Honda 
has  practiced  on  two  do- 
mestic cars,  its  export 
models  are  getting  the 
treatment. 

In  short,  low-cost  de- 
velopment such  as  that 
achieved  on  Chrysler 
Corp.'s  Neon  is  becoming  de  rigueur 
for  auto  companies.  Entering  its  fiscal 
1993,  which  ends  in  June,  Toyota  Motor 
Corp.  planned  $350  million  in  cost  cuts 
to  avoid  an  operating  loss.  It  axed  $532 
million  in  just  the  first  half  and  now 
expects  savings  for  the  year  to  total 
$880  million — roughly  one-third  of  pre- 
tax profit.  It'll  take  some  time  for  the 
Japanese  to  adjust  to  being  more  aver- 
age. But  it's  a  sacrifice  they'll  gladly 
make  to  get  results  like  that. 

By  Karen  Lowry  Miller  in  Tokyo 
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THE  COMMITMENT  TO 
OPEN  SYSTEMS  IS  GENERATING 
WORLDWIDE  REWARDS. 


%Pn  order  to  compete  more  effectively  in  today's 
increasingly  global  economy,  more  and  more  organizations  are 
re-evaluating  the  way  they  do  business  and  turning  to  open 
information  systems  strategies. 

The  rewards  are  substantial.  Not  only  are  these  organiza- 
tions saving  hundreds  of  millions  of  dollars,  but  they  are  realizing 
many  other  returns.  Including  higher  profits,  a  stronger  world- 
wide competitive  edge,  and  the  flexibility  to  make  and  implement 
the  strategic  business  decisions  needed  to  keep  up  with  their 
customers'  changing  needs. 

To  help  your  organization  reap  similar 
rewards,  contact  X/Open.  We're  an  inde- 
pendent unifying  organization  dedicated  to 


helping  you  get  the  most  from  open  systems. 

Only  X/Open  offers  everything  you  need  to  ensure  that 
your  investment  in  open  systems  pays  off.  X/Open  branded 
products  let  you  move  from  the  closed,  outdated  architectures  of 
the  past  to  the  open  systems  of  today.  Giving  you  better  and 
faster  access  to  more  information.  Providing  you  with  more 
flexibility  in  the  business  decisions  you  need  to  make  to  succeed. 
And  assuring  that  your  organization  can  keep  up  with 
the  challenges  you'll  face  in  the  future.  ' 

To  find  out  more  about  the  rewards  of  open  systems, »  - 
call  1-800-568-OPEN  for  your  free 
copy  of  our  report  "The  Most  Cost-Effective 
Way  To  Implement  Strategic  Change!' 


The  World's  Standard  For  Open  Systems. 


0  1993,  X/Open  Company,  Ltd  All  rights  reserved  X/Open  and  the  X  device  are  trademarks  of  X/Open  Company,  Ltd  in  the  U  K  and  other  countries 


than  almost  everyone  else's.  In  1992, 
Chrysler's  current  small  cars,  the  Dodge 
Shadow  and  Plymouth  Sundance,  had 
162  problems  and  137  problems,  respec- 
tively, per  100  cars,  according  to  J.  D. 
Power.  That's  worse  than  the  small-car 
average  of  111  problems  and  well  behind 
leader  Toyota  Corolla's  76.  Consumer 
Reports,  meanwhile,  rates  the  two  cars' 
reliability  next  to  last  among  small  mod- 
els, ahead  of  only  the  Hyundai  Excel. 
Marcell  vows  that  Neon  will  match  the 
Corolla. 

hard  miles.  To  make  good  on  that 
promise,  test  drivers  are  logging  unprec- 
edented hours.  By  the  time  sales  kick 
off,  Neon  prototypes  will  have  been  driv- 
en 4.7  million  miles — 40%  farther  than 
Chrysler's  LH  sedans.  In  another  break 
with  tradition,  Belvidere  workers  will 
rack  up  1.5  million  miles  to  get  hands-on 
experience  with  the  products  they'll 
build.  Some  early  prototypes  have  al- 
ready gone  250,000  miles,  helping  engi- 
neers identify  weak  spots,  such  as  a 
front-suspension  component  that  has 
been  reinforced. 

By  last  February,  Chrysler  felt  confi- 
dent enough  about  the  Neon  prototypes 
to  let  outsiders  behind  the  wheel.  Auto- 
motive journalists  and  industry  analysts 
traveled  to  Chrysler's  Arizona  proving 
grounds  for  a  day  of  briefings  and  driv- 
ing. Most  came  away  impressed  by  the 
power  of  Neon's  peppy  engine  and  by  its 
agility  on  corners.  "They  really  are  su- 
perb," says  analyst  Cedergren.  "You 
feel  like  you're  driving  a  bigger  car." 

In  an  unusual  twist  for  a  U.  S.  compa- 
ny, Chrysler  plans  the  Neon's  public  de- 
but at  September's  auto  show  in  Frank- 
furt, Germany.  Team  members  want  to 
drive  home  the  point  that  it  can  run  with 
the  best  small  cars  in  the  world.  They 
also  hope  to  attract  a  few  buyers.  The 
Neon  will  go  on  sale  in  Europe  in  April, 
1994,  just  four  months  after  it  arrives  in 
U.  S.  showrooms.  Marcell  hopes  that  Eu- 
ropean demand  will  help  keep  Belvidere 
humming  at  its  300,000-a-year  capacity. 
That's  key  to  making  full  use  of  Chrys- 
ler's investment  and  making  the  Neon 
profitable.  If  demand  falls  short,  he's 
ready  to  start  building  right-hand-drive 
versions  for  export  to  markets  such  as 
Britain  and  Japan. 

Marcell  and  his  team  can't  get  too 
cocky.  Saturn  is  a  formidable  rival.  And 
Japanese  carmakers  are  fighting  back, 
methodically  cutting  costs  (page  124). 
They  absorbed  the  effects  of  a  strength- 
ening yen  in  the  mid-1980s  without 
breaking  stride,  and  they'll  recover  this 
time.  Still,  the  Neon  has  as  much  chance 
to  succeed  as  any  U.  S.  si.!>eompact  ever 
has.  And  to  prove,  in  the  argain,  that 
Detroit  can  once  again  run  t  the  front 
of  the  pack. 

By  David  Woodruff  in  Detroit,  with 
Karen  Lowry  Miller  in  Tokyo 
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FILMING  AN  INFINITI  COMMERCIAL:  WARMTH,  HUMOR — AND  A  MAMBO  ON  THE  STEREO 


INFINITE:  IF  AT  FIRST  YOU 
DON'T  SUCCEED, 


: 


How  Nissan  relaunched  its  flagship — with  a  new  ad  campaign 


William  R.  Bruce  is  clearly 
pleased.  He's  standing  on  the 
edge  of  a  soundstage  in  Holly- 
wood watching  commercials  for  the  new 
Infiniti  Q45  sedan  being  shot.  He  has 
already  seen  rough  versions  of  the  ads 
that  will  kick  off  the  campaign  on  Apr. 
2.'!,  and  liked  them.  For  the  vice-presi- 
dent and  general  manager  of  Nissan  Mo- 
tor Corp.  l ISA's  Infiniti  luxury-car  divi- 
sion, there's  only  one  sour  note:  Among 
the  30  or  so  people  milling  around  the 
huge  sol,  several  sport  black  T-shirts 
emblazoned  with  the  name  of  the  li^lit - 
ing  subcontractor— which  just  happens 
to  be  Lexus  Lighting. 

Few  could  miss  the  irony.  Ever  since 
Infiniti  launched  its  first  automobile,  in 
November,  1989,  it  has  been  in  the  shad- 
ow of  Lexus,  the  luxury-car  arm  of  arch- 
rival Toyota  Motor  Corp.  Lexus'  conser- 
vatively styled  LS400,  launched  three 
months  earlier,  became  an  immediate 
hit.  But  Infiniti  opted  for  a  distinctive, 
love-it-or-hate-it  design  that  relegated 
the  Q45  to  a  niche.  By  stressing  per- 
formance, Infiniti  turned  off  those  driv- 
ers looking  for  opulence  and  comfort. 
At  the  end  of  March,  Infiniti  had  only  a 
3.9%  share  of  the  U.S.  luxury  market, 
compared  with  Lexus'  7.7%  and  Mer- 


cedes' 4.5%.  With  parent  company  Ni 
san  suffering  $250  million  in  operatu 
losses  due  to  problems  at  home,  Infin 
is  under  pressure  to  do  better. 

The  1994  Q45  is  designed  to  move  I 
finiti  into  the  mainstream  of  the  mark( 
with  more  than  70  enhancements,  su< 
as  a  chrome  grille  and  softer  leatb 
seats,  which  are  intended  to  push  tl 
traditional  luxury  buyer's  buttons  (t 
ble).  And  the  advertising  represents 
sharp  change  from  earlier  campaign 
"It's  more  than  the  launch  of  a  new  cai  \\. 
Bruce  says.  "In  a  sense,  because  the  Q 
our  flagship,  it's  the  relaunch  of  Infinit 
JOKE  FODDER.  In  fact,  Infiniti  is  spendir 
as  much  on  the  new  campaign  as  it  d 
to  launch  the  original  Q45.  The  first  I 
finiti  ads,  created  by  Boston  agency  Hi 
Holliday,  Connors,  Cosmopulos  Inc.,  fe 
tured  loving  shots  of  haystacks  in  a  fie 
and  ripples  in  a  pond.  The  spots  h£  >.; 
impact:  In  Top  10  brand-awareness  su 
veys,  consumers  kept  citing  them  ff 
more  than  a  year  after  they  stoppt 
running.  But  the  campaign  became  fo 
der  for  jokes  by  Johnny  Carson  and  D 
vid  Letterman  because  it  ran  for  montl 
without  ever  showing  a  car.  "A  big  pa 
of  buying  a  car  is  'How  will  my  frien< 
and  neighbors  react  to  it?' "  says  Richai| 
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,  Zien  of  Mendelsohn/Zien  Advertis- 
g  Inc.  "Despite  the  fact  that  it's  a 
•eat  car,  very  few  people  are  secure 
lough  to  buy  a  $40,000  product  that 
is  become  the  subject  of  jokes." 

Hill  Holliday's  ensuing  campaigns 
iught  the  safer  ground  of  winding 
iads,  orange  traffic  cones,  and  beautiful 
omen.  They  hammered  home  the  per- 
rmance  theme— and  the  spots  were 
st  in  the  clutter  of  lookalike  car  ads. 

Last  November,  Infiniti  uncere- 
oniously  dumped  Hill  Holliday 
id  gave  Chiat/Day  Advertising 
c.  the  account,  probably  worth 
•0  million  a  year  in  billings.  The 
'est  Coast  shop  had  proven  itself 
i  handling  all  the  advertising  for 
ifiniti's  sister  Nissan  division,  an 
itimated  $250  million  account,  fol- 
ic years.  Now,  Chiat/Day  had  less 
■an  six  months  to  pull  together 
huge  project:  produc- 
g  nearly  20  commer- 
als  for  Infiniti's  three 
odels.    Because  the 
?al  specified  that  he 
tuldn't  raid  the  Nissan 
:count   team,  Steve 
oldman,  the  Chiat/Day 
;nior  vice-president  in 
large  of  the  Infiniti 
*oject,  had  to  start 
om  scratch.  He  hired 
id  trained  76  new  peo- 
e  before  yearend. 

November  and  De- 
anber  were  filled  with 
enzied  meetings,  as 
ie  fledgling  team  tried 
i  absorb  as  much  as 
)ssible  about  Infiniti 
id  its  market.  The 
;ency  brought  in  Yan- 
elovich  Partners  Inc., 
hose  surveys  showed 
lat  rich  car  buyers  want  to  be 
ien  as  having  made  the  smart 
loice.  A  "war  room"  in  the  eon- 
?rted  warehouse  that  serves  as 
hiat/Day  headquarters  in  Venice, 
alif.,  was  the  site  of  weekly  meet- 
igs  with  Infiniti  staffers. 
ervous.  The  seminal  idea  for  Chi- 
./Day's  campaign  emerged  dur- 
ig  an  intensive  course  at  Infini- 
's  Carson  (Calif.)  headquarters  for 
ie  agency  team— an  abbreviated  ver- 
on  of  the  weeklong  training  required 
ir  all  Infiniti  dealers'  employees.  Chiat 
resident  and  Senior  Creative  Director 
ee  Clow  was  struck  by  how  simply  the 
•ainer,  John  Jaeger,  could  explain  the 
irs'  features.  Clow  invited  him  back  to 
hiat/Day  to  further  an  idea:  Why  not 
resent  the  cars,  and  the  company,  in  a 
2ries  of  individual  ads  that  each  high- 
ghted  a  single  Infiniti  feature? 

That  idea  got  lost  in  January,  when 
hiat/Day  turned  the  team  loose  to  de- 


velop the  "creative,"  the  part  of  a  mar- 
keting strategy  that  shows  up  as  com- 
mercials. "We  started  going  down  four 
or  five  paths  and  getting  nowhere," 
Goldman  says.  For  example,  they  toyed 
with  the  idea  of  a  campaign  that  talked 
about  the  experience  of  owning  an  Infini- 
ti but  rejected  it  as  too  philosophical 
and  fuzzy.  They  considered  testimonials 
from  owners  who  had  traded  in  com- 
peting luxury  cars  but  realized  that  tes- 


INFINITI'S  MIDLIFE  MAKEOVER 


Nissan  has  softened  the  austerity  of  Infiniti's  flagship  Q45  with 
visual  cues  that  suggest  luxury  inside  and  out:        '  ^ 


►  Chrome  accents  the  car's  sides,  taillights,  and  windows 

►  The  car's  front  end  has  been  redone  with  wraparound 
headlights,  fog  lights,  and  a  grille  in  place  of  the  old  Q45's 
ornate  medallion 

►  The  interior  gets  wood  accents  and  softer  leather 

►  The  console  now  can  hold  cups  and  hide  a  cellular  phone 

►  Key-chain  remote  control  has  more  than  the  usual  door-lock 
and  trunk-release  functions:  It  also  rolls  down  the  windows 


1994  Infiniti  Q45 


timonials  can't  be  used  to  introduce  a 
new  car.  After  a  session  with  agency 
head  Jay  Chiat,  it  was  back  to  Clow's 
simple-story  approach. 

On  Feb.  1,  Chiat/Day  showed  the  idea 
to  Bruce.  It  made  him  nervous.  He  had 
been  expecting  several  ideas,  but  only 
one  was  presented.  He  made  the  ad 
team  return  later  that  week  to  show  its 
other  ideas  and  explain  why  they  had 
been  rejected.  And  he  was  adamant 
about  having  at  least  one  ad  showing 
all  three  cars  in  the  Infiniti  line,  largely 


to  imbue  the  $20,450  G20  sedan  with 
the  aura  of  its  larger,  costlier  brethren. 

Clow  patiently  explained  the  difficul- 
ties of  describing  three  models  in  a  30- 
second  commercial,  but  Bruce  wouldn't 
budge.  Finally,  Clow  leaped  out  of  his 
chair  to  say:  "0.  K.,  the  first  commercial 
will  be"— here  he  put  on  an  announcer- 
like voice— "the  president  of  Infiniti 
wants  you  to  understand  that  we  have 
three  lovely  cars  to  choose  from."  The 
room  broke  up  with  laughter,  and 
Bruce  approved  the  single-feature 
campaign.  That  set  the  agency  off 
on  a  whirlwind  two  months  of  fo- 
cus groups  and  repeated  presenta- 
tions to  Infiniti  regional  managers, 
dealer  organizations,  and  ever-high- 
er levels  of  Nissan  management. 
MOUTHPIECE.  The  look  of  the  cam- 
paign is  sparse:  a  dramatically  lit 
car  on  a  sweeping  expanse  of 
white  background.  Chi- 
at/Day wanted  to  use 
an  actor  as  a  guide  to 
the  car,  someone  to 
take  the  viewer  around 
it  and  explain  its  fea- 
tures. But  it  didn't  want 
a  celebrity  who  would 
steal  the  limelight.  Most 
important,  it  needed 
someone  who  would 
sound  sophisticated  and 
intelligent  yet  could 
interject  warmth  and 
even  a  little  humor  into 
the  ads. 

It  took  more  than  a 
month  to  come  up  with 
Jonathan   Pryce,  and 
Chiat/Day   didn't  get 
the  final  approval  to 
sign  him  until  Mar.  31, 
just  five  days  before  its 
marathon  shooting  be- 
gan. Pryce,  the  male  lead  in  the 
musical  Miss  Saigon,  most  recently 
played  Henry  R.  Kravis  in  the 
Home  Box  Office  cable-TV  movie 
Barbarians  at  the  Gate. 

As  the  LBO  king,  Pryce  was 
haughty  and  aloof.  But  here,  from 
Bruce's  vantage  point  on  the  edge 
of  the  soundstage,  he  is  witty  and 
charming.  Today's  shoot,  which  will 
air  next  month,  highlights  the 
Q45's  Bose  stereo  system.  Pryce  moves 
from  place  to  place  in  the  car,  remarking 
that  the  speakers  sound  so  good  there's 
not  a  bad  seat  in  the  house.  Then,  get- 
ting out,  he  does  an  exaggerated  dance 
step  to  the  mambo  music.  And,  in  a 
subtle  spoof  of  the  car's  original  image, 
he  intones:  "After  all,  the  wo<-d  perfor- 
mance has  more  than  one  meaning." 
Bruce  loved  it.  Perhaps  more  important, 
it  even  got  a  few  chuckles  from  the 
guys  from  Lexus  Lighting. 

By  Larry  Armstrong  in  Los  Angeles 
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460,000  happy  mothers  in  a  single  day 
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Tlicrc's  been  a  lot  of  talk  lately  about  800  reliability.  But  who  delivers? 
Well,  FTD  is  into  flower  delivery  in  a  big  way  460.000  Mother's  Day  orders  big. 

Not  surprisingly  FTD  chose  Sprint  to  provide  their  vital  communications  link 
Perhaps  the  deciding  factor  in  their  choice  was  Sprint's  unique  nationwide,  100% 
digital,  fiber-optic  network.  The  network  so  reliable  it  withstood  Hurricane  Hugo. 
Hurrican;  Andrew  and  the  San  Francisco  earthquake.  (That's  a  statement 
AT&T  and  MCI  can't  make.) 

FTD  also  dep<  nds  on  Sprint  for  the  strength  of  our  service  commitment. 
One  so  good  that  >i  i  ly  Sprint  offers  each  new  customer  a  90-day  money-bacl 
guarantee.  Simply  stated,  if  you 're  not  satisfied  with  Sprint's  800  service  after  your 

( Ither  conditions  apply  Monthly  service  charge  refunded  if  preplanned  routing  change  not  made  within  5  minutes.  All  trademarks  are  property  of 


ll 


^st  90  days,  you  get  your  money  back,  up  to  $50,000.  What  does  AT&T  think  of 
ving  you  your  money  back?  Apparently  not  much.  All  they'll  do  is  credit  individual 
ills  up  to  $100  in  one  year.  Hardly  comparable  to  what  we  offer. 

This  same  Sprint  SecureSM  guarantee  also  assures  you  that  in  the  unlikely 
ent  of  an  emergency,  Sprint  will  route  your  calls  to  a  preplanned  location  of  your 
loice  within  five  minutes. 

Look  at  it  this  way:  if  Sprint  can  please  460,000  moms  for  FTD,  we  can  certainly 
iliver  for  you. 


For  the  perfect  800  service,  guaranteed, 
How  Sprint8."  Call  1-800-827-4800. 


r  respective  owners.  ©  1993  Sprint  Communications  Company  L.R 
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STRATEGIES  I 


SECONDHAND  SMOKE 
AT  RJR  NABISCO 


Gerstner's  exit,  a  cigarette  price  war,  and  the  likelihood  of  new  taxes  are  clouding  its  well-laid  plans 


The  chief  products  of  r.ik  Nabisco 
are  cigarettes,  food,  and  high  dra- 
ma. In  Act  One  of  an  epic  that 
premiered  in  1988,  the  corporation  and 
its  luscious  cash  flow  were  prizes  in  a  ti- 
tanic takeover  battle  won  by  Kohlberg 
Kravis  Roberts  &  Co.  Two  years  later, 
in  Act  Two,  RJR's  megadebt  almost  de- 
stroyed it.  But  in  the  nick  of  time,  a 
KKR  refinancing  rescued  the  company. 

Now,  as  the  curtain  opens  on  Act 
Three,  the  drama  continues  at  RJR  Na- 
bisco Holdings  Corp.  There's  manage- 
ment turbulence  as  CEO  Louis  V.  Gerst- 
ner  Jr.  exits  to  head  IBM.  Further 
thickening  the  plot:  A  cigarette  price 
war  and  a  proposed  tobacco  tax  hike 
threaten  the  cash  flow  it  needs  to  handle 
its  still  mountainous  debt. 

Even  though  the  New  York-based  to- 
bacco and  food  giant  has  made  steady 
progress  in  trimming  the  $24  billion  in 
long-teiTn  debt  that  blighted  its 
balance  sheet  after  the 
1988  leveraged  buy- 
out, RJR  is  still 
weighed  down  with 
$13.5  billion  in  debt. 
And  now,  the  compa-  1 
ny's  cash  flow  could  dip 
by  17%,  to  $3.4  billion 
in  1993  (chart),  predicts  i 
Ellen  G.  Baras,  a  vice- 
president  at  Duff  & 
Phelps/MCM  Investment 
Research  Co.  "RJR  has 
less  of  a  margin  for  error 
these  days,"  she  says. 

RJR  hardly  faces  disas 
ter.  Its  cash  flow  will  sti 
cover  interest  payments  by 
a  comfortable  three-to-one. 
But  RJR's  flexibility  may  be 
reduced.  At  worst,  RJR 
would  have  about  $!)5()  mi 
lion  left  over  in  so-called  free 
cash  flow  this  year  after  pay- 
ing interest,  scheduled  debt 
maturities,  capital  speiu 
and  other  vital  costs.  Thai 
$1.6  billion  left  over  at  the  e 
Further  debt  redemptions  mu:  I  come 
from  free  cash  flow.  So  must  extr  cap- 
ital expenditures,  which  RJR  must  lake 


to  challenge  rivals  with  new  products 
and  rejuvenated  old  ones.  RJR  last  year 
boosted  capital  spending  13%,  to  $519 
million— and  has  told  analysts  that  to 
stay  competitive  it  will  increase  that  by 
another  15%,  to  $600  million,  in  1993. 

In  addition,  the  new  cigarette  plants 
it's  building  or  buying  and  renovating 
for  its  emerging  markets  in  Europe  cost 
a  lot  of  money  (page  132).  The  same  is 
true  for  marketing  campaigns  at  home. 
Analysts  predict  the  company  will  hike 
its  $1.8  billion  U.  S.  marketing  budget 
for  tobacco  by  $500  million  this  year. 
Moreover,  competitors  enjoy  lower  debt 
and  higher  credit  ratings,  which  trans- 
late to  more  favorable  capital  costs.  Phil- 
ip Morris  Cos.  and  American  Brands 
Inc.,  for  instance,  have  single-A  credit 
ratings  from  Standard  &  Poor's  Corp. 
By  contrast,  RJR  has  a  triple  B-minus. 

The  smaller 
cash  stream 


comes  at  a  time  when  RJR  needs  all  tl 
financial  might  it  can  muster  to  do  be 
tie  in  the  looming  tobacco  price  war 
Under  pressure  from  discount  brand 
RJR  archrival  Philip  Morris  unleash* 
the  first  salvo  in  what  promises  to  be 
brutal  battle  by  announcing  on  Apr 
that  it  would  issue  coupons  that  dr< 
the  price  of  a  pack  of  Marlboros  by  40 
to  about  $2.00.  rjr  will  likely  respond  \ 
cutting  prices  on  its  own  premiu 
brands.  James  W.  Johnston,  RJR's  tob; 
co  chief,  has  already  vowed:  "We  w 
not  allow  competitors  to  take  significa 
volume  away  from  us." 
fresh  food.  Unfortunately  for  RJR,  th 
assertion  spells  almost  certain  strain 
the  company's  finances.  Analyst  Leij 
Ferst  of  Prudential  Securities  Inc.  rec 
ons  that  U.  S.  operating  profits  from  i 
R.  J.  Reynolds  tobacco  division  could  f; 
by  6%,  to  just  under  $2  billion.  Sal 
are  expected  to  be  roughly  unchanged 


RJR  CONTINUES  TO 
PARE  DEBT... 


▲  BILLIONS  OF  DOLLARS 


...AND 
STEEP 
HURDLES 
LIE  AHEAD 


own  from 
of  1992. 


Karl 
von  der  heyden 

co-ceo 


RJR,  the  No.  2d 
cigarette  compa 
will  follow  indust 
leader  Philip  Mo 
slash  prices  on  p 
brands.  This  wou 
back  copious  ca 


"ASSUMES  SUCCESS  OF  SIS  BILLION  STOCK  OFFERING  •  'PROJECTION  IF  RJR  DISCOU 
DATA  COMPANY  REPORTS,  DOFF  8  PHELPS/MCM  INVESTMENT  RESEARCH  CO. 
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6.2  billion.  Some  analysts  say  overall 
ompany  earnings  could  drop  by  10%, 
3  $2.6  billion,  while  sales  may  grow  by 
%  to  4%,  to  $16.4  billion. 

Until  recently,  RJR's  financial  forecast 
?as  starting  to  look  sunny.  Since  1988, 
tie  largest  LBO  in  history  has  made 
reat  progress  paring  debt.  Last  year, 
redit-rating  agencies  elevated  most  of 
jr's  bonds  from  junk  to  investment- 
rade.  Largely  by  selling  off  several 
>od  companies,  such  as  Chun  King  and 
hredded  Wheat,  RJR  raised  enough  cash 
)  reduce  its  debt  to  almost  half  the 
;ary  amount  of  four  years  ago.  That 
ad  refinancing  high-coupon  paper  at 
irrent  low  rates  has  sent  the  interest 
ib  plummeting.  Last  year,  it  totaled 
1.1  billion,  down  from  $3  billion  in  1990. 

rjr  aims  to  lighten  the  debt  burden 
/en  further  with  a  May  stock  offering, 
rying  to  take  advantage  of  the  rela- 
vely  brighter  prospects  for  its  food  di- 
ision,  the  company  planned  to  issue  a 
iparate  class  of  stock  for  rjr's  Nabisco 
oods  Co.  In  effect  the  offering  would 
)lit  its  stock  into  distinct  food  and  to- 
iacco  shares.  By  issuing  93  million 
lares,  RJR  hopes  to  raise  $1.5  billion 
t  $1.7  billion  in  fresh  capital.  The  pro- 
>eds  would  go  to  redeeming  some  of  its 
ghest-interest  bonds,  most  likely  ones 
lying  13.5%  and  15%,  saving  an  addi- 
onal  $200  million  or  so  in  interest. 

This  tidy  scenario  suffered  a  setback 
ter  Gerstner's  departure  and  the  Mari- 
no price  cut.  On  Apr.  13,  rjr  was 
■reed  to  reduce  the  proposed  dividend 
lyout  it  had  planned  to  accompany  the 


stock  offering.  Many  analysts  believe 
the  move  was  designed  to  preserve  cash 
and  enable  RJR  to  respond  to  Philip  Mor- 
ris with  its  own  cigarette  price  reduc- 
tions. RIR,  which  hasn't  paid  a  dividend 
since  its  LBO,  had  planned  to  pay  32<£  a 
year  for  a  tobacco  share  and  12$  for  its 
food  stock.  Now,  it  has  decided  to  ax 
the  planned  tobacco  dividend.  It  also 
scrapped  the  idea  of  issuing  food  shares 
to  existing  rjr  stockholders  so  it  won't 
have  to  send  them  the  12<t  payout.  The 
dividend  would  remain  intact  for  new 
investors  who  participate  in  the  offering. 
The  stingier  dividend  outlay  saves  rjr 
about  $300  million  annually. 

All  this  turmoil  means  the  new  stock 
offering  could  be  a  tougher  sell.  RJR  had 
hoped  to  price  the  offering  at  $17  to  $19 
a  share.  Now,  Wall  Street  sees  a  share 
price  of  $16  to  $17  at  most.  That  could 
mean  that  RJR  would  fall  short  of  its 
initial  goal  by  $100  million  to  $280  mil- 


...BUT  CASH  FU>W 
MAY  DIP... 


CASH  FLOW 

EARNINGS  BEFORE  INTEREST,  TAXES,  DEPRECIATION,  AMORTIZATION 
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e  would  take 

■  sr  big  hit  from 
n  Administration 
to  boost  the  federal 
itte  levy,  now  24<t 
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^  in  until  next  year. 


NEW  STOCK  OFFERINGS 


Company  plans  to 
issue  separate  class 
of  stock  for  its  Nabisco 
food  division.  Despite 
management  upheaval 
and  scaling  back  of  pro- 
posed dividend,  it  insists 
May  public  sale  of  food 
stock  will  go  forward. 
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lion.  Complicating  the  offer  is  the  batter- 
ing tobacco  and  food-company  stocks 
have  received  since  Philip  Morris  made 
its  pricing  announcement.  RJR's  shares 
have  tumbled  by  28%  since  Apr.  2,  to 
5%,  a  lot  lower  than  the  initial  offering 
price  of  IVA  in  1991.  Making  matters 
worse,  Ellen  R.  Marram,  the  highly  re- 
garded chief  of  rjr's  cookie  division,  left 
Apr.  14  for  a  top  job  at  Seagram.  "I 
don't  see  any  compelling  reason  to  get 
involved"  in  the  new  stock,  says  Arthur 
Cecil,  an  analyst  at  mutual  fund  giant  T. 
Rowe  Price  Investment  Services  Inc., 
which  owns  a  big  stake  in  RJR. 

RJR  says  the  offering  is  still  scheduled 
for  May.  But  the  company  won't  give 
specifics.  Gerstner's  successors,  co-CEOs 
Lawrence  R.  Ricciardi  and  Karl  M.  von 
der  Heyden,  declined  to  comment  for 
this  article,  citing  the  upcoming  offering. 
KKR,  which  owns  46%  of  RJR  stock,  also 
refused  to  comment. 
quitters.  Even  before  Philip  Morris  is- 
sued its  call  to  arms,  RJR's  lush  revenues 
from  tobacco  were  under  pressure. 
Health-conscious  Americans  continue  to 
give  up  smoking.  Overall,  U.  S.  cigar- 
ette sales  are  dropping  about  2%  a  year. 
And  RJR's  efforts  to  expand  abroad  are 
still  overshadowed  by  Philip  Morris' 
more  extensive  international  presence. 

Still,  the  biggest  blow  to  RJR's  tobac- 
co business  has  been  the  U.  S.  consu- 
mer shift  to  lower-margin  discount  cigar- 
ettes. First  introduced  10  years  ago, 
brands  priced  at  as  little  as  half  of  pre- 
mium smokes  now  account  for  one-third 
of  cigarette  sales.  RJR  is  clearly  the  in- 
dustry leader  when  it  comes  to  discount 
cigarettes.  Cheap  brands  account  for 
42%  of  RJR's  product  mix,  up  from  28% 
in  1991.  Still,  most  of  the  tobacco  divi- 
sion's revenue  comes  from  premium 
brands,  such  as  Winstons  and  Camels. 
Winston  alone  accounted  for  one-third 
of  the  U.  S.  tobacco  division's  $6.2  1  >illion 
in  revenue  last  year. 

And  if  that  isn't 
f  bad  enough,  rjr  must 
cope  with  the  likeli- 
:  hood  of  a  federal  to- 
bacco tax  that  would 
further  depress  cash 
flow.  To  help  pay  for 
jf  the  Clinton  Administra- 
tion's pending  health- 
I  care  plan,  most  industry 
insiders  foresee  a  federal 
tax  of  75<t  or  more  per 
pack.  That's  in  addition 
to  an  existing  24<f  levy. 
And    states  are  steadily 
f  boosting  their  tobacco  tax- 
;  es.    Massachusetts  now 
charges  the  most— 51C. 

rjr's  Nabisco  division  is 
in  better  shape.  It  domi- 
nates almost  all  of  the  food 
businesses  it's  in.  But  the 
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food  business  doesn't  generate  anywhere 
near  enough  cash  flow  to  offset  the  sag 
on  the  tobacco  side  of  the  company,  rjr 
has  had  to  spend  heavily  on  marketing 
to  maintain  its  market  share.  That's  why 
Nabisco  Foods'  operating  profits  rose 
only  3%  last  year,  to  $947  million,  while 
revenues  rose  4.4%,  to  $6.7  billion. 
So  what  does  all  this  mean  for  RJR's 


all-important  cash  flow?  Last  year,  it  hit 
$4.1  billion.  The  company  estimates  that 
a  tobacco  price  war  will  slice  off  $250 
million.  Some  Wall  Street  analysts  fear 
it  will  be  as  bad  as  $700  million.  On  top 
of  that,  higher  cigarette  taxes  could  zap 
sales  by  as  much  as  $150  million  per 
year.  In  a  declining  market,  RJR  has  few 
places  to  look  to  replace  those  revenues. 


Given  the  bumpy  road  ahead,  it's  nc 
a  good  time  for  cash  flow  to 
stanched.  Of  course,  the  price  war  ma 
be  short-lived.  And  radical  tax  hike 
that  the  industry  fears  may  not  haj 
pen.  But  in  light  of  rjr's  penchant  fc 
drama,  look  for  an  exciting  Act  Three 

By  Larry  Light  and  Laura  Zinn 
New  York,  with  Maria  Mallory  in  At  lam 


LOTS  OF  PUFFING  BUT  LESS  PROFIT  IN  NEW  MARKETS  OVERSEAS 


On  the  streets  of  Bucharest,  it's 
not  unusual  to  see  people  pay- 
ing taxi  fares  with  Kent  ciga- 
rettes. In  China,  it's  good  form  to 
greet  friends  by  passing  around  a 
pack— preferably  Marlboros.  In  War- 
saw, nearly  every  bus  is  a  moving  bill- 
board for  U.  S.  smokes. 

Western  cigarette  makers  hope  the 
emerging  markets  of  Eastern  Europe, 
Asia,  and  Latin  America  will  cushion 
them  from  troubles  in  established  mar- 
kets, such  as  the  U.  S.  Business  over- 
seas is  brisk,  indeed.  On  Apr.  20,  Phil- 
ip Morris  Cos.  reported  international 
tobacco  income  in  the  first  quarter 
jumped  18%,  to  $675  million 
on  a  17%  revenue  increase. 
London-based  cigarette  mar- 
keter BAT  Industries  PLC  and 
R.  J.  Reynolds  Tobacco  Inter- 
national Inc.  expect  similar 
gains.  No  wonder  Reynolds 
International  Chief  Executive 
Dale  F.  Sisel  says  he  looks 
ahead  "to  un- 
bounded oppor- 
tunities in  a 
growing  world 
market." 

Overseas  op- 
portunities don't 
necessarily  spell 
an  instant  profit 
windfall.  "A  lot  of 
the  bulls  were 
hoping  the  inter- 
national side  would  I 
offset  the  slide  in 
the  U.  S.,"  explains 
Gary  D.  Black,  a  to- 
bacco analyst  at  San 
ford  C.  Bernstein  &  Co.  "But  when 
you  put  pencil  to  paper,  it's  not  there 
yet."  At  Philip  Morris,  for  example, 
domestic  tobacco  accounted  for  only 
47%  of  1992  cigarette  sales  but  more 
than  70%  of  profits.  Domes;  ic  tobacco 
accounted  for  almost  80%  of  Reynolds' 
cigarette  profits.  Price  wars  will  lower 
domestic  earnings  this  year.  But 
average  profits  of  10<t  per  pack  over- 
seas still  won't  match  an  estimated 


U.  S.  profit  of  25<t  to  30<t  per  pack. 

Tobacco  companies  face  challenges 
in  both  developed  and  new  markets. 
Western  Europe  and  Japan,  two  hot 
markets  for  Philip  Morris  and  Re- 
ynolds, are  starting  to  show  their  age. 
Excise  taxes  are  high,  population 
growth  is  about  flat,  and  antismoking 
ordinances  are  starting  to  multiply. 
Government  monopolies  are  fighting 
back  with  American-style  cigarettes 
or  discount  brands.  So  market-share 
growth  for  the  U.  S.  companies  will 
probably  moderate. 

The  emerging  markets  are  more 
promising  in  terms  of  sales,  but  not 


ts.  tn  tne  tormer 
Eastern  bloc,  analysts 
figure  Philip  Morris  and  Reynolds 
make  a  profit  of  2.5C'  a  pack.  Huge  up- 
front investments  in  manufacturing  and 
marketing  are  needed.  And  with  dis- 
posable income  low,  big  price  increases 
are  tough  to  pull  off. 

Despite  the  drawbacks,  none  of  the 
tobacco  giants  is  staying  on  the  side- 
lines. BAT  wants  to  build  on  its  domi- 
nance in  Brazil.  Philip  Morris  wants 
to  widen  its  lead  over  Reynolds,  which 
is  playing  catch-up  by  further  develop- 


ing a  worldwide  market  for  Camels 
All  three  are  buying  market  share  in 
Eastern  Europe.  By  acquiring  Czech 
cigarette  maker  Tabak,  Philip  Morris 
snapped  up  55%  of  the  market.  BAT 
last  month  bought  65%  of  Prilucky  To 
bacco  Factory,  which  supplies  20%  of 
the  Ukrainian  market.  In  Hungary 
Reynolds  purchased  the  Satoraljujhely 
cigarette  factory,  which  already  claims 
a  20%  market  share. 
AD  BANS.  The  simple  strategy  the  mul 
tinationals  are  following— grabbing  as 
much  share  as  possible— is  drawing  fin 
from  alarmed  health  officials.  In  Hun 
gary,  officials  forced  Reynolds  to  re 
move  Camel  ads  from  2£ 
public  trams.  Already,  Hon£ 
Kong  and  China  have  bannec 
television  ads  after  protests 
led  by  activist  Judith  Mack 
ay.  Other  Asian  governments 
have  sought  Mackay's  advice 
and  networks  of  activists 
have  sprung  up  to  oppose 
smoking's  growth,  especialh 
among  women  and  teens. 
But  even  Mackay  recog 
nizes  the  powei 
of  the  tobaccc 
companies.  "[Gk 
bal]  sales  will  g( 
up  for  the  nexi 
20  to  30  years,' 
she  says.  Recent 
ly,  on  Hong  Kong's 
famous  Nathat 
Road,  smartlj 
dressed  young  worn 
en  pressed  Came 
cigarettes  and  light 
ers  on  passersbj 
Similarly,  Shanghai's  gleaming  new 
subway  has  yet  to  open,  but  four  com 
pleted  stops  already  sport  giant  backlii  |d 
cigarette  billboards.  It's  a  sure  bet  the 
sales  of  Western  cigarettes  will  soar  ir 
such  places.  But  whether  the  profit: 
will  ever  prove  as  sizzling  as  they  hav< 
been  in  the  U.  S.  is  far  from  certain. 

By  Paula  Dwyer  in  London,  with  Ma 
ria  Mallory  in  Atlanta,  Dave  Lindcnff ii 
Hong  Kong,  and  bureau  reports 
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THE  CORPORA" 


When  everyone  else  was  reach  in 
for  status  symbols,  you  were 
investing  with  the  mutual  fund 
family  ranked  numher  one  hy 
MONEY8  magazine. 

Because  you  know  what's 
worth  holding  onto. 


if  you've  been  holding  onto 
some    INVESCO  s  I  'inancial 
Fund's,  chances  are  gixxl  that 
your  investment  goals  are  closer 
to  your  reach.  Recently,  M<  INKY 
magazine  ranked  INVESCO 
#  1  among  25  leading  fund 
families  for  overall  investment 
performance.  And  while  past 
performance  is  no  guarantee  of 
future  results,  four  of  our  funds 
were  just  named  to  Lipper  s  top 
25  performing  mutual  kinds 
tor  the  five  year  period 
ended  12/31/92. 

You'll  find  INVESCO  is 
the  smart  choice  for  conservative 
and  aggressive  investors  alike 
because  we  offer  a  wide  range  of 
equity  and  bond  no-load  mutual 
kinds  to  kt  a  wide  range  of 
investment  goals.  As  part  ol 
INVESCO's  $60  billion  global 
investment  management  network, 
each  fund  offers  professional  kind 
management  and  the  potential 
for  strong  return.  So  call 
INVESCO  today  and  get  a 
hold  on  your  kiture. 

INVESCO 
|     )  FUNDS  GROUP 

^/        Managef  ol  The  Firunoal  Funds 

Just  one  of  the 
smart  choices  you've  made. 


1-800-525-8085 


s  Financial  Funds  ranked  number  one  in  MONEY  magazine's  August  1 992  issue  among  25  major  fund  groups  tor  total  fund  family  assct-wciglued  performance  for  various  two  year  periods  during 
years  ended  4/30/92.  Lipper  Analytical  Services  ranked  Health  Sciences,  Financial  Services.  Leisure  and  Technology  Portfolios  in  the  top  25  of  all  mutual  funds  (2,074)  for  total  return  for  the  five 
ended  12/31/92.  For  the  three  and  one  year  periods  ended  12/31/92,  INVESCO  placed  three  funds  out  of  2,657  total  funds,  and  no  funds  out  of  3,618  total  mutual  funds  in  the  top  25,  respectively, 
l  assumes  reinvestment  of  dividend  and  capital  gain  distributions.  Investment  return  and  principal  value  will  fluctuate  so  that,  when  redeemed,  an  investor's  shares  may  be  worth  more  or  less  than 
al  cost.  For  more  information,  including  management  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc.,  Distributor 
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COMPUTERS  I 


A  FREEWHEELING  YOUNGSTER 


Its  PC  Co.  is  independently  churning  out  new  products,  grabbing  market  share,  and  turning  a  profit 


As  Louis  V.  Gerst- 
ner  Jr.  takes  over 
IBM,  he  surveys  a 
landscape  littered 
with  failures.  In 
market  after  market,  the  computer  giant 
has  lost  ground,  missed  opportunities, 
and  blown  its  lead.  Lots  of  folks  figure 
that  Gerstner's  best  bet  to  deliver  share- 
holder value  is  to  sell  off  big  chunks  of 
the  company. 

Before  he  calls  in  the  investment 
bankers,  however,  he  might  take  a  clos- 
er look  at  what's  going  on  at  the  IBM  PC 
Co.  This  $10  billion  unit,  created  last 
September  to  halt  IBM's  slide  in  the  key 
personal-computer  market,  is  proving 
that  IBM— or  at  least  part  of  IBM— has 
the  talent  and  drive  to  win  back  leader- 
ship in  one  of  the  most  competitive 
parts  of  the  industry.  A  year  ago,  IBM 
was  pushing  overpriced,  outdated  PCs 
and  losing  what  outsiders  estimate  to 
be  as  much  as  $1  billion  annually.  In 
just  two  quarters,  the  subsidiary  has 
reversed  its  slide,  won  back  market 
share,  and,  says  IBM,  started  making 
money.  "This  is  a  very  important  model 
for  the  whole  company,"  says  James  A. 
Cannavino,  vice-president  of  the  Person- 
al Systems  Div.,  which  includes  the  IBM 
PC  Co. 

LOWERED  ROADBLOCKS.  The  IBM  PC  Co.  is 

certainly  IBM's  boldest  stab  at  entre- 
preneurship.  Despite  its  12-year  history 
and  9.5(H)  employees,  it  is  trying  to  oper- 
ate like  any  freewheeling  Silicon  Valley 
startup.  To  see  if  the  company  stacks  up 
against  what  Cannavino  now  considers 
its  peers,  he  and  a  half-dozen  top  execu- 
tives recently  headed  for  California.  "I 
think  we've  changed  a  lot,"  says  Can- 
navino. "I  wanted  to  see  what  the  rest 
of  the  industry  thought." 

Cannavino  invited  32  CEOs  of  start- 
ups funded  by  Accel  Partners,  a  San 
Francisco  venture-capital  firm,  to  the 
Thomas  Fogarty  Winery  in  the  hills 
above  Palo  Alto.  Most  of  the  CEOs  were 
cynical  and  a  tad  hostile,  having  locked 
horns  with  the  old  IBM.  "We've  tried  to 
deal  with  IBM  in  the  past.  We  couldn't 
get  beyond  the  500-  page  nondisclosure 


agreement,"  says  Gregory  T.  Hopkins, 
founder  of  WINDATA  Inc.,  a  company  that 
makes  wireless  computer  networks.  Rog- 
er D.  Linquist  of  Pagemart,  a  nation- 
wide messaging  service,  says  he  had  ap- 
proached IBM  to  enter  a  strategic- 
partnership  but  was  stymied  by  Big 
Blue's  famous  not-invented-here  attitude. 
"I  was  expecting  a  senior  group  of  exec- 
utives who  would  be  quite  opinionated 
and  close-minded." 

Quite  the  opposite.  Cannavino,  IBM  PC 
Co.  President  Robert  J.  Corrigan,  and 
the  rest  of  the  team  spent  a  long  10 
hours  winning  over  a  tough  audience. 
They  showed  how  they  had  cut  out 
roadblocks  to  working  with  outside  com- 
panies—including a  new,  three-page  non- 
disclosure agreement.  They  said  the  PC 


Co.  no  longer  worries  about  partn 
ships  that  might  wind  up  competi 
with  other  parts  of  IBM.  "There's  beer 
fundamental  shift  in  their  attitude 
says  Mark  Leslie  of  Veritas  Softwj 
Corp.  "These  guys  aren't  like  the 
IBM."  Harvey  C.  Jones,  CEO  of  softw 
maker  Synopsys  Inc.,  was  really  i 
pressed.  "I  even  went  out  and  bou£ 
some  stock  afterwards,"  he  says. 

Jones's  enthusiasm  hasn't  quite  spr< 
to  Wall  Street.  Since  posting  a  $5  bill 
loss  in  1992,  IBM's  stock  has  bounc 
back  to  only  around  $50  from  the 
year  low  of  45%,  which  came  after  t 
earnings  disaster.  The  company  is  s 
struggling:  On  Apr.  20,  it  reportec 
first-quarter  loss  of  $285  million  anc 
7%  revenue  decline  to  $13.1  billion. 


SEPTEMBER  1992 

IBM's  share  of  the  IBM  PC  market  drops 
to  1 6.4%.  Big  Blue  again  sets  PCs  free, 
creating  the  autonomous. IBM  PC  Co. 
One  month  later  it  announces  the  Value- 
Point  line,  a  low-priced  IBM  PC  clone. 

JULY  1991 

IBM,  Apple,  and  Motorola 
form  a  partnership  to  come 
up  with  a  new  PC  architect- 
ure—a new  chip  and 
operating  system. 


1993 

Successful  products 
such  as  ValuePoint 
and  Thinkpad  note- 
book PCs  rebuild 
IBM  market  share. 
Company  plans 
innovative  models 
including  the 
"Green  PC." 


1990 

IBM's  relationship  with 
Microsoft  deteriorates 
after  the  software  maker 
begins  to  push  its 
Windows  software  at 
the  expense  of  OS/2. 


DECEMBER  1988 

James  Cannavino  is 
named  president  of  ESD. 


APRIL  1987 

IBM  introduces  the 
which  uses  the  pro 
Micro  Channel  an 
tecture,  aimed  at  ti 
back  clones.  IBM 
Microsoft  announe 
OS/2,  a  graphics 
operating  system. 

Microsi 


15; 
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In  all  the  gloom,  the 
;dgling  IBM  PC  Co.  is  a 
jacon  of  success.  Its 
amatic  reversal  of  for- 
ne  has  surprised  even 
>  own  executives.  "I 
as  certain  it  would 
)rk  a  lot  better  than 
lat  we  had,"  says  Sam 
man,  head  of  North 
nerican  marketing  for 
e  IBM  PC  Co.  "But  no 
e  knew  it  would  work 

well  as  it  did."  It's 
>rking  so  well  that,  ac- 
rding  to  International 
ita  Corp.,  IBM's  share 

the  worldwide  PC 
irket  rose  from  a  dis- 
il  10.9%  last  year  to 
.9%  in  this  year's  first 
arter. 

«YO  trip.  Cannavino 
ys  he  knew  the  PC  op- 
ation  needed  shaking  up  as  early  as 
90,  when  market  share  stood  at  13.1%. 
2  had  been  named  president  of  the 
ltry  Systems  Div.  (as  the  Personal 
stems  Div.  was  then  called)  in  1988, 
e  handpicked  successor  to  Richard  T. 
;rstner,  Lou  Gerstner's  older  brother. 
ie  senior  Gerstner  was  forced  into  ear- 
retirement  by  a  bout  with  Lyme  dis- 
se.  PCs  were  still  making  money 
en— an  operating  profit  of  about  $3 
lion  a  year,  according  to  Cannavino. 


IBM  didn't  want  to  tamper  with  a  suc- 
cessful business,  but  Cannavino  argued 
that  the  PC  industry  was  changing  fast. 
To  keep  up  with  shorter  product  cycles 
and  narrowing  margins,  he  wanted  a  to- 
tal overhaul.  At  that  time  Entry  Sys- 
tems, which  handles  PCs,  workstations, 
and  desktop  software,  didn't  control  its 
own  marketing,  research,  or  manufac- 
turing. New  products  took  three  years 
to  develop,  while  competitors  were 
cranking  them  out  every  few  months. 


FULL 
CIRCLE? 


JUNE  1980 
IBM  sets  up  the 
"Acorn"  project, 
a  task  force  of  1 3 
engineers  with  a 
mandate  to  dev- 
elop a  desktop 
computer  in 
one  year. 


AUGUST  1981 
IBM  introduces  the 
Personal  Computer 
with  ads  featuring 
Charlie  Chaplin's 
Little  Tramp.  Over- 
night, IBM  grabs 
75%  of  the  corp- 
orate market. 


.  1986      SPRING  1985 
o-  Don  Estridge,  the  ex- 

s  first  ecutive  who  launched 

the  PC  the  first  PC,  is  shifted 
tible,  into  a  corporate  job. 

flop.         IBM  curbs  autonomy 
of  Entry  Systems  Div., 
moving  it  from  Florida 
to  Montvale,  N.J. 
PCjr,  is  killed. 


OCTOBER  1983 
IBM  attempts  to  crack 
home  market  with 
underpowered  PCjr., 
its  first  PC  flop. 


NOVEMBER  1982 
Compaq  Computer 
Corp.  comes  out  with 
the  first  successful 
IBM  clone. 

comPAa 


In  September,  1990, 
Cannavino  brought  his 
top  executives  to  Tokyo 
and  gave  them  their  or- 
ders: no  going  home  un- 
til they  came  up  with  a 
plan  to  break  down  the 
functional  boundaries.  "I 
said,  'I  hope  we  get 
home  for  Christmas,'  but 
we  were  all  beginning  to 
wonder  what  a  Japanese 
Christmas  would  be 
like."  They  just  missed 
finding  out.  The  plan, 
which  called  for  seizing 
control  of  research  and 
development,  was  com- 
pleted on  Dec.  18. 

That  helped.  PC  mar- 
keters could  get  new 
models  in  six  months, 
but  they  were  still  fet- 
tered by  layers  of  bu- 
reaucracy spiraling  out  from  corporate 
headquarters  in  Armonk,  N.Y.  It  could 
take  60  days  to  90  days,  for  example, 
just  to  get  a  price  change  0.  K.'d,  since 
each  layer  of  management  had  to,  as 
they  say  in  IBM-speak,  "concur."  Some 
pricing  decisions  went  all  the  way  to 
Jack  D.  Kuehler,  then  IBM  president. 

By  early  1992,  management  decided  to 
free  the  PC  division  entirely.  That  would 
bring  it  back  to  its  roots.  An  indepen- 
dent business  unit  known  as  Acorn  in 
Boca  Raton,  Fla.,  had  built  the  first  IBM 
PC  in  1981.  In  the  mid-1980s,  the  highly 
independent  unit  was  brought  north  and 
into  the  corporate  fold  (table). 

This  time,  Corrigan,  a  31-year  IBM 
veteran,  was  given  complete  autonomy 
over  his  own  marketing,  distribution, 
manufacturing,  product  development,  ad- 
vertising, and  public  relations.  His  em- 
ployees work  under  what  Corrigan  calls 
a  very  flat  organizational  chart— i.e., 
minimal  hierarchy.  And  the  company 
balks  at  unjustified  overhead  bills  from 
the  parent  corporation.  "We  challenge 
every  cost  we're  allocated,"  says  Ed- 
ward Rogers,  the  division's  chief  finan- 
cial officer. 

team  time.  The  most  radical  change  is 
the  move  to  brand  teams.  Instead  of 
following  the  standard  IBM  formula  of 
organizing  by  function,  the  PC  Co.  is 
split  into  five  groups:  the  low-cost  Value- 
Points,  the  more  expensive  PS/2,  the 
PS/1  aimed  at  home  and  small-business 
users,  portable  products,  and  the  Am- 
bra,  a  line  of  PCs  built  by  an  Asian  con- 
tractor and  sold  in  Europe.  Each  team  is 
in  charge  of  its  own  brand  development, 
manufacturing,  pricing,  and  marketing. 

Teamwork  had  practically  been  an  ali- 
en concept.  Bruce  L.  Claflin,  general 
manager  of  the  mobile-computing  divi- 
sion, says  when  he  gathered  his  brand 
executives  last  July  to  plan  the  Think- 
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Pad  700C,  he  soon  discovered  why  it 
took  so  long  to  push  out  a  new  product: 
Everybody  cared  more  about  how  their 
own  area— say,  marketing— would  fare 
than  for  what  was  best  for  IBM.  "The 
marketing  people  knew  [the  700C]  would 
be  competitive,  but  they  had  made  com- 
mitments to  sell  only  6,000  worldwide. 
They  didn't  believe  the  development 
group  would  build  it  anyway.  The  devel- 
opment people  knew  they  could  design 
it,  but  they  said,  'Well,  marketing  won't 
sell  it,  and  anyway,  manufacturing  can't 
build  it.'  And  manufacturing  figured  it 
would  never  be  developed.  It  was  com- 
plete gridlock." 

The  brand-team  approach  forced  war- 
ring factions  to  join  forces,  and  in  three 


turned  profitable  in  the  first  quarter. 

That  should  help  Gerstner  decide 
what  he  wants  to  do  with  the  IBM  PC 
Co.  "My  objective  is  to  get  this  thing 
running  as  a  wholly  owned  subsidiary  so 
the  board  can  decide  to  keep  it  or  sell 
it,"  says  Corrigan.  The  better  Corrigan 
does,  the  less  likely  IBM  is  to  kiss  off  his 
operation.  "It's  a  good  money-maker," 
says  Cannavino,  who  is  against  selling 
off  such  a  strategically  important  busi- 
ness. "There  are  a  lot  of  symbiotic  ad- 
vantages to  being  connected  to  a  PC 
company."  And  the  PC  Co.  proves  that 
you  don't  have  to  be  small  to  be  good. 
"It  doesn't  matter  what  the  size  of  a 
company  is,"  says  IDC  analyst  Antony 
C.  Picardi.  "It's  the  bureaucratic  mind- 


When  it  announced  the  ValuePoint 
last  October,  Compaq  Computer  Coi 
tried  to  steal  the  moment  by  announci 
even  lower  prices  on  its  ProLinea  li 
the  day  before.  The  ValuePoint  tee 
gathered  at  the  company's  Manhatt 
skyscraper  that  night.  They  rewrote  t 
price  list  so  fast  that  they  didn't  ha 
time  to  reprint  promotional  posters.  IB 
ers  had  to  tape  on  the  new  prices. 

Now,  no  more  than  six  brand  exe( 
tives  are  needed  to  change  prices.  Wh 
the  ValuePoint  team  cut  again  in  eai 
March  to  match  another  Compaq  mo 
Corrigan  didn't  even  know  until  t 
deed  was  announced. 

For  IBMers  who  worked  in  Boca  Ra 
in  the  old  days,  there  is  a  sense  of  d 


A  THINKPAD  700C  AND  MOBILE-COMPUTING  CHIEF  CLAFLIN:  THE  "BRAND  TEAM" APPROACH  LED  WARRING  FACTIONS  TO  JOIN  FORCES 


months  the  ThinkPad  700C  was  out  and 
winning  rave  reviews  for  its  superior 
color-  screen  and  well-designed  keyboard. 
Claflin  says  KH),(M)l)  ThinkPads  were  sold 
in  the  first  53  days.  "That's  more  [lap- 
tops] than  we  had  sold  in  the  last  couple 
of  years." 

OBSOLETE  POSTERS  By  fall,  the  teams 
were  in  high  gear.  IBM  introduced  89 
new  products  in  two  months,  among 
them  the  low-priced  ValuePoint  PC  line, 
IBM's  answer  to  the  clones.  Instead  of 
charging  88%  more  for  its  pes  on  aver- 
age than  mail-order  supplier  Gateway 
2000,  as  it  did  a  year  ago,  IBM  now  only 
asks  a  30%  premium,  notes  Sa  ford  C. 
Bernstein  &  Co.  The  result:  IBM'  unit 
shipments  soared  30%  in  the  fc  1  !i 
quarter  and  40%  in  the  first.  IBM  si  ill 
doesn't  break  out  the  PC  Co.'s  results 
but  the  company  says  the  subsidiary 


set,  the  speed  at  which  they  make  their 
decisions.  That's  what  has  to  change." 

And  changing  it  is.  Corrigan  is  even 
talking  about  moving  from  his  elegant 
I.M.  Pei-designed  headquarters  in  Som- 
ers,  N.Y.  to  cheaper  space.  "I'm  taking 
my  people  out  of  here,"  he  says. 

Although  Corrigan  says  he  has  no 
plans  for  massive  cutbacks,  critics  say 
there's  still  plenty  of  fat.  "They  have 
too  much  freaking  management,"  says 
an  IBM  marketing  manager.  Adds  Lars 
Turndal,  cko  of  the  Santa  Cruz  Opera- 
tion, a  software  maker:  "Th  '  corporate 
umbrella  is  still  very  hug'  There  is 
still  a  hell  of  a  lot  of  overhead  and  they 
don't  want  to  kill  themselves  off." 

The  PC  Co.  may  have  little  <  h  ice  but 
to  keep  trimming  overhead:  r<  prices 
keep  falling,  and  these  days  IBM  is 
matching  the  competition,  cut  for  cut. 


vu  about  all  this.  James  G.  Turner,  he 
of  the  PS/2  brand  and  an  original  me 
ber  of  the  Acorn  team,  says:  "All  of  I 
is  looking  at  us  with  great  envy.  Ma 
of  the  groups  would  love  the  same  fr 
dom.  It's  the  same  way  it  was  with  t 
original  PC  company." 

Outsiders  also  set'  a  difference.  Jo 
T.  Kernan,  CEO  of  educational  softwt 
maker  Jostens  Learning  Corp.  in  S 
Diego,  is  so  enthusiastic  about  the  ne 
ly  competitive  PC  Co.  that  he  wants 
switch  his  IBM  dealings  from  the  mc 
tradition-bound  education  division.  "T 
is  a  much  more  market-savvy  grou 
says  Kernan.  He's  so  high  on  IBM  m 
that  Jostens  has  decided  to  adapt 
products  to  IBM's  six-year-old  OS/2  op 
ating  system.  "We  never  would  ha 
considered  that  in  the  past." 

Inside  PC  Co.,  the  pressure  rema  | 
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Canon  plain  paper  fax  is#l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology.  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 
to  send  and  receive  better 
looking  faxes  while  a  super- 
fast  six  second  transmission 
speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canons  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


Of, 


to  a  Laser  Class™  fax  from  Canon.  From  now  until 
June  30, 1993,  you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy. 
Simply  call  1-800-OK-CANON  and  well  send  you 
a  Fax  Decision  Makers  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  If  you  need  it  fast,  we'll  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


FAX-L700 


FAX-L775 


hAX-1  ~S\ 


I  \  \  !  -"a 


^^^5  Enjoy  easy  extender)  payments  with  Ihe  Canon  Credit  Card  Ask  lor  detatls  at 
HBHI  participating  Canon  dealers  Available  only  in  U  S  -:  Canon  USA,  1993 
ade-in  allowance  vanes  based  on  the  model  you  purchase  Otter  applies  lo  our  Laser  Class 
X-L700.  FAX-L775.  FAX-L785  and  FAX-1790  only  Otler  ava-lable  through  participating  Cano 
horned  dealers  only,  trom  January  4  through  June  30.  1 993  Local  dealer  prices  may  vary 


Come  see  the  Canon  Greater 
Hartford  Open  Golf 
Tournament  June  24-27,  or 
watch  it  on  CBS  (June  26-27  ) 


Canon 


i 
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high.  It  has  proven  that  it  can  execute 
as  well  as  other  PC  makers.  But  it  must 
now  show  that  it  can  do  it  repeatedly.  A 
positive  sign:  In  April,  the  company  re- 
vamped the  entire  ValuePoint  line,  and 
it  says  new  ThinkPads  will  be  out  in 
the  next  three  months. 

The  company  is  also  showing  that  it 
can  still  innovate.  In  June,  for  example, 
it  plans  to  start  selling  the  industry's 


first  low-power  desktop  machine,  the  so- 
called  Green  PC.  And  more  than  any 
other  pail  of  IBM,  the  PC  Co.  is  shedding 
the  old  not-invented-here  syndrome.  It's 
betting  heavily  on  joint  ventures  with 
Apple  Computer  Inc.  and  Motorola  Inc. 
to  provide  key  technology  for  the  next 
decade  (box).  Cannavino  says  he's  form- 
ing more  joint  ventures  and  partner- 
ships. Six  are  in  the  works  from  the 


Fogarty  Winery  meeting  alone.  "\| 
wouldn't  have  done  this  in  the  past 
says  Cannavino.  "We  would  have  invert 
ed  it  ourselves."  Now  the  question  I 
can  the  rest  of  IBM  shake  off  the  past  | 
easily?  It's  a  question  Lou  Gerstn| 
must  ask  himself  every  day. 

By  Catherine  Arnst  in  Somers,  N. 
with  Bart  Ziegler  in  Boca  Raton  and  I 
reau  reports 


THREE  SCRAPPY  STARTUPS  THAT  COULD  HELP  REJUVENATE  IBM 


— m  .u.  i^m  mmm  The  turnaround  in 
"^gg^""""^  ibm's  personal-com- 

SS  J^^SS  7  —  shows  that  IBMers 
can  learn  new  tricks 
in  design,  manufacturing,  and  market- 
ing. But  in  three  tightly  focused  joint 
ventures  with  Apple  Computer  and 
Motorola,  IBM  aims  to  relearn  how  to 
do  something  harder:  how  to  lead  the 
market  with  innovations. 

The  ventures,  called  Taligent,  Som- 
erset, and  Kaleida,  are  working 
on  operating-system  software, 
microprocessor  chips,  and  multi- 
media software,  respectively.  By 
the  time  all  their  products  ap- 
pear in  1995,  they  will  have  con- 
sumed several  hundred  million 
dollars,  insiders  say.  Yet  each 
outfit  has  just  a  few  hundred 
employees  and  tries  to  operate 
as  an  independent  startup.  Says 
Joseph  M.  Guglielmi,  the  30- 
year  IBM  veteran  now  running 
Taligent  Inc.:  "A  smaller,  decen- 
tralized system  is  essential." 

By  1991,  when  IBM  forged  the 
three  joint  ventures,  Big  Blue's 
traditional  way  of  developing 
products  just  wasn't  fast 
enough.  The  company  wanted 
to  create  a  new  computing  stan- 
dard, or  "platform,"  around  the 
processor  in  its  RS/6000  work- 
stations. But  IBM's  processor 


used  nine  chips,  which  kept  manufac- 
turing costs  high  and  made  it  unat- 
tractive to  other  computer  makers. 
ice  breaker.  Phil  I).  Hester,  vice-pres- 
ident of  IBM's  Advanced  Workstation  & 
Systems  Div.,  realized  that  working 
with  Motorola  Inc.  could  help  IBM  build 
a  single-chip  version,  called  PowerPC, 
sooner  and  for  less  money.  It  was  a 
radical  idea,  but  he  suggested  it  to 
headquarters  and  within  months,  IBM 
President  Jack  D.  Kuehler  and  James 
A.  Cannavino,  general  manager  of  the 
Entry  Systems  Div.,  were  in  Austin 
to  negotiate  with  Motorola. 
Motorola  soon  suggested  that  Apple 


Computer  Inc.,  its  major  chip  customer, 
be  brought  in,  too.  IBM  invited  Apple 
CEO  John  Sculley  and  Chief  Operating 
Officer  Michael  H.  Spindler  to  Austin. 
Apple  eventually  agreed  to  use  the 
PowerPC— and  IBM  joined  it  in  the  Tal- 
igent and  Kaleida  software  projects. 

Everybody  involved  was  acutely 
aware  of  the  vast  differences  in  style 
between  regimented  IBM  and  free- 
wheeling Apple.  To  head  off  a  culture 
clash,  IBM  engineers  showed  up  at  ear- 


ly meetings  in  casual  clothes— only  to 
find  their  Apple  counterparts  in  IBM- 
style  suits  and  white  shirts.  Every- 
body laughed.  Says  Hester:  "That  got 
things  going  on  the  right  track  right 
from  the  start."  Since  then,  all  three 
ventures  have  strived  to  make  sure 
IBM's  traditional  bureaucracy  doesn't 
take  hold.  The  style  is  pure  Silicon 
Valley:  flexible  hours,  small  teams,  and 
pizza  bashes  to  build  team  spirit. 

Taligent,  on  the  fringes  of  Apple's 
Cupertino  (Calif.)  campus,  is  dominated 
by  the  Apple  programmers  who  had  al- 
ready spent  several  years  on  what  will 
emerge  in  1995  as  an  operating  sys- 


tem called  Pink.  The  software  will  he! 
customers  build  information  system 
from  prewritten  software  modules,  o 
objects— a  growing  trend. 

Up  the  road  at  Kaleida  Labs  Inc.  i 
Mountain  View,  there's  also  a  heav 
Apple  influence.  Kaleida's  goal  is 
create  a  programming  language 
make  it  easier  to  create  multimedi 
products.  The  hardest  challenge  fe- 
ttle IBMers  there,  says  Kaleida  CEO  A 
Nathaniel  Goldhaber,  a  former  entr< 
preneur  arid  venture  capitalis 
is  to  take  on  more  responsibi 
ities  than  they  had  before.  A 
Kaleida,  for  instance,  engineer 
meet  directly  with  customers 
hear  what's  needed  in  nei 
products,  instead  of  relying  on 
marketing  staff,  as  IBM  does. 

In  Austin,  IBM  and  Motorol 
engineers  work  at  a  joint  vei 
ture  dubbed  Somerset,  after  th 
place  where  King  Arthur 
knights  put  aside  their  swore 
to  join  the  Round  Table.  Some 
set  is  aiming  at  a  third-quart« 
launch  of  the  PowerPC  chi] 
which  analysts  say  will  be  or 
of  the  fastest  on  the  market, 

It  sounds  promising.  "We'r 
very,  very  happy,"  says  Apple 
Sculley,  who  rates  IBM's  chi 
makers  as  the  best  in  ti 
world.  The  proof,  of  course,  w 
be  in  the  products.  While  tl 
PowerPC  and  the  software  from  tr 
joint  ventures  are  all  garnering  techr 
cal  kudos  from  outsiders,  they  will  fai 
a  marketplace  dominated  by  Int 
Corp.  and  Microsoft  Corp.  "The  mark' 
simply  doesn't  need  another  platform 
warns  Compaq  Computer  Corp.  CE 
Eckhard  Pfeiffer. 

But  the  ventures  may  be  models  f 
a  renewed  IBM.  "Put  smart  people 
charge,  motivate  them,  and  get  out 
the  way,"  says  Guglielmi.  "That's  ha 
pening  at  IBM  now."  And  none  too  soo 
By  Richard  Brandt  and  Kathy  Reb 
In  in  San  Francisco  and  Peter  Burroi 
in  Austin 
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INFORMATION  PROCE 


Leave  costs  untamed,  and  you'll  only  live  in  fear. 

The  challenge?  Looking  beyond  the  most  terrifying 
numbers  to  see  which  practices  can  help  you  bring 
them  under  control. 

And  that's  where  our  proprietary  knowledge 
base  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
your  operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
the  board. 

So  we  can  gain  insight  into  what  could  bring 
costs  under  control.  And  offer  more  creative  ways 
to  help  you  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 
application  of  CD-ROM  technology.  Updated 

91993  Arthur  Andersen  &  Co.  All  rights  reserved. 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  you  can  master  costs — 
on  paper  and  in  practice. 


Best  Practices.l 
Putting  insight  into  practice; 


Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 
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MUTUAL  FUNDS  I 


EASY  DOES  IT:  TWO  PLAYS 
FOR  THE  GO-SLOW  NINETIES 


Fidelity  and  Nuveen  offer  approaches  that  are  giving  investors  what  they  really  want 


Investors  are  getting  more  sophisticated.  They're  not  chas- 
ing just  those  funds  offering  the  highest  returns.  They're 
looking  for  other  attributes  as  well,  such  as  minimum  risk 
or  tax-free  income.  Here,  we  look  at  the  Fidelity  Asset  Man- 


ager Fund,  which  takes  a  low-risk  approach  to  investi 
and  which  bids  fair  to  become  the  Fidelity  Magellan  of  t 
1990s.  We  also  visit  John  Nuveen  &  Co.,  a  firm  that's  feedi 
investors'  hunger  for  municipal  bonds. 


FIDELITY:  PULLING  IN 
FIRST-TIME  FUND  BUYERS 


bert  A.  Beckwitt  was  the  odd 
man  out  when  he  arrived  at  Fidel- 
ity Investments  in  1987.  The 
freshly  minted  Massachusetts  Institute 
of  Technology  business-school  grad  had 
been  hired  as  the  fund  giant's  first 
"quant."  Of  46  fund  managers,  he  was 
the  only  one  who  used  computer  models 
to  make  investment  decisions.  The  oth- 
ers were  traditional  stock-pickers  who 


pored  through  financial  statements  and 
quizzed  corporate  managers. 

While  his  colleagues  may  not  quite 
fathom  his  methods,  the  34-year-old 
Beckwitt  is  nonetheless  one  of  Fidelity's 
superstars.  The  fund  he  developed  and 
now  runs,  Fidelity  Asset  Manager,  is  a 
blockbuster.  With  $4.9  billion  in  assets, 
Asset  Manager  is  outselling  even  the 
flagship  Fidelity  Magellan  Fund.  This 
year,  Asset  Manager  is  opening  60  new 
accounts  for  each  new  one  in  Magellan. 

Asset  Manager  is  hardly  the  swing- 
for-the-fences  fund  that  Fidelity  is 
known  for.  Instead,  Beckwitt's  creation 


divvies  up  money  among  stocks,  bon< 
and  cash  to  minimize  volatility  and  or. 
mize  returns.  Since  the  fund's  maximi 
allocation  to  stocks  is  60% — right  nc 
it's  at  50% — Asset  Manager  will  usua 
trail  the  Standard  &  Poor's  500-stock 
dex  when  the  market  is  vaulting.  B 
Asset  Manager  shines  when  the  marl 
is  more  tame  or  even  negative.  Sa 
Beckwitt:  "When  the  S&P  goes  down,  I 
going  to  beat  it." 

Beckwitt  isn't  forecasting  a  turn! 
for  stocks,  but  if  that  happens,  he's  c( 
fident  he'll  be  able  to  protect  his  sha 
holders.  His  record  so  far  is  impressr 


ASSET  MANAGER  SHIFTS 
ITS  ASSETS... 

MAR.  31  1992 


MAR.  31, 1993 


...AND  BEATS  THE 
COMPETITION 


■ 
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I 
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ice  the  beginning  of  1989,  the  fund's 
st  full  year  in  operation,  Asset  Mail- 
er has  produced  an  average  total  re- 
•n  of  15.1%  a  year.  True,  the  s&P  deliv- 
;d  an  average  15.8%  during  that 
•iod,  but  Asset  Manager  had  only 
)ut  half  the  volatility  of  the  index. 
\sset  Manager  is  also  trouncing  its 
npetitors.  Since  1989,  the  average  as- 
-allocation  fund  has  shown  an  annual 
urn  of  11.5%.  Industrywide,  Fidelity 
set  Manager  accounts  for  about  40% 
all  the  money  in  asset-allocation 
ids.  It  has  been  taking  in  new  money 
the  rate  of  about  $165  million  a  month 
the  past  15  months. 
E-STOP  shopping.  Fund  companies 
led  out  asset-allocation  funds  in  the 
ke  of  the  1987  crash.  They  were 
iped-up  versions  of  "balanced"  funds, 
ich  are  as  old  as  mutual  funds  them- 
ves.  Balanced  funds  usually  keep  a 
ady  mix  of  60%  stocks  and  40'/  bonds, 
t  asset  allocators  also  use  cash  instru- 
nts  and  may  frequently  adjust  alloca- 
is  in  anticipation  of  market  shifts. 
Jow,  asset-allocation  funds  are  at- 
cting  new  investors,  many  of  whom 
first-time  fund  buyers  looking  for  a 
pie,  low-risk  way  to  create  a  diversi- 
1  portfolio.  "This  is  not  the  go-go 
■Os,"  says  Beckwitt.  "That's  why  the 
e  for  this  fund  is  now."  About  40%  of 
iet  Manager's  money  comes  from 
h  novices,  many  of  whom  are  ex-bank 
tomers.  "The  one-stop-shopping  con- 
t  is  very  appealing  to  small  inves- 
3,"  says  Amy  C.  Arnott,  the  analyst 
asset-allocation  funds  at  Morning- 
r  Inc.  Others  are  raking  it  in,  too. 
rrill  Lynch  Global  Allocation  Fund 
iped  from  $176  million  in  assets  in 
1  to  $2  billion  now. 
Asset  Manager's  tremendous  growth 
)  comes  from  Fidelity's  marketing 
scle.  Besides  advertising,  Fidelity  is 
moting  Asset  Manager  through  a 
t-sell  technique:  Prospective  Fidelity 
tomers  are  given  a  questionnaire, 
ed  Fund  Match,  which  assesses  their 
sstment  options  based  on  their  goals 
I  risk  tolerance.  Fidelity  usually  rec- 
mends  some  investment  in  Asset 
nager  or  one  of  its  two  sister  funds: 
set  Manager — Growth  and  Asset 
nager — Income. 

Jnlike  many  asset  allocators,  Beck- 
t  avoids  big  bets.  He  makes  changes 
isset  allocation  gradually,  usually  no 
re  than  10%  in  any  quarter.  The 
nges  are  determined  by  computer 
dels  that  track  corporate  profits,  in- 
ist  rates,  and  investor  sentiment.  The 
d  is  typically  split  40%-40%  between 
;ks  and  bonds,  with  the  remaining 
'■>  in  cash,  but  Beckwitt  can  go  as  high 
60%  in  either  stocks  or  bonds. 
Seckwitt's  models  also  identify  which 
ustry  sectors  to  invest  in,  but  he 
sn't  select  stocks.  That's  left  to  Fidel- 


ity analysts.  The  fund's  top  stocks  in- 
clude the  Big  Three  auto  makers  and 
financial  companies  such  as  Federal  Na- 
tional Mortgage  Assn.  and  Citicorp. 
Beckwitt  is  also  bullish  on  mid-cap 
stocks,  since  he  thinks  pension  funds 
will  buy  them  as  big  stocks  stumble. 

What  gives  Asset  Manager  extra  kick 
is  Beckwitt's  global  reach.  About  407'  of 
the  stocks,  407<  of  the  bonds,  and  10%  of 
the  cash  investments  are  in  non-U.  S. 
markets.  Many  asset  allocators  use  only 
U.  S.  securities.  Beckwitt  has  been  in- 
creasing offshore  assets  since  last  Sep- 
tember, when  interest  rates  in  Europe 
and  in  Japan  started  to  fall.  His  short- 
term  investments  include  high-yielding 
but  speculative-grade  Mexican  Treasury 
bills.  The  risks,  of  course,  are  that  Mexi- 
co may  default  or  the  peso  may  collapse. 
But  Beckwitt  doubts  that  will  happen. 
His  yield:  about  147'.  He  also  owns  Mexi- 
can "Brady"  bonds,  whose  principal  pay- 
ments, but  not  interest,  are  backed  by 
the  U.  S.  Treasury.  They  yield  10%. 


NUVEEN:  IT  PAYS 
TO  LEVERAGE 


T 


|alk  about  playing  a  hot  streak. 
John  Nuveen  &  Co.,  the  grand- 
daddy  of  the  municipal-bond  busi- 
ness, is  turning  up  aces  nowadays.  With 
short-term  interest  rates  at  20-year  lows, 
bond  prices  at  near-record  highs,  and  tax 
hikes  threatened,  Nuveen's  $27.3  billion 
family  of  funds  is  at  the  right  place  at 
the  right  time.  And  Wall  Street  ap- 
proves: The  stock  has 
nearly  doubled  since 
going  public  a  year 
ago  at  $18  a  share. 

But  severe  chal- 
lenges lie  ahead.  The 
arch-conservative  Nu- 
veen faces  heightened 
competition  that  will 
test  its  ability  to 
adapt.  And  it  must  ad- 
dress increasing  con- 
cerns that  its  lever- 
aged, closed-end  bond 
funds,  the  darling  of 
tax-free  investors 
when  interest  rates 
are  falling,  may  turn 
ugly  if  interest  rates 
climb.  Closed-end 
funds  trade  on  the  ex- 
changes like  stocks 
and  tend  to  be  more 
volatile  than  mutual 
funds.  "Everything 
has  been  perfection 
for  the  last  two  years, 
and  perfection  in  the 
investment  world  just 
doesn't  last,"  warns 


The  erstwhile  odd  man  out  has  par- 
layed his  talents  into  a  mini-empire.  In 
addition  to  three  Asset  Manager  funds, 
he  runs  two  bond  funds  and  an  institu- 
tional asset-allocation  fund.  He  also 
oversees  Fidelity  Portfolio  Advisory  Ser- 
vice, which  uses  his  computer  program 
to  allocate  assets  for  individuals.  All 
told,  Beckwitt  looks  after  $7.3  billion. 

Beckwitt  took  a  roundabout  path  to 
the  fund  business.  He  grew  up  in  Colo- 
rado wanting  to  be  a  concert  pianist  and 
spent  a  year  at  the  Juilliard  School.  He 
transferred  to  Princeton  University  with 
an  eye  toward  medical  school  but 
switched  to  economics  in  his  senior  year. 
He  then  developed  computer  models  at 
HRl/McGraw-Hill  before  going  on  to  B- 
school  and  Fidelity.  In  forsaking  a  musi- 
cal career,  Beckwitt  gave  up  the  chance 
to  hear  the  sound  of  a  concert-hall  audi- 
ence applauding  his  prowess  at  the  key- 
board. But  the  bravos  of  fund  investors 
have  a  music  of  their  own. 

By  Geoffrey  Smith  in  Boston 


CE 


Catherine  Gillis,  an  analyst  who  tracks 
closecj-end  funds  at  Morningstar  Inc. 

So  far,  at  least,  Nuveen  and  its  top 
officers  have  profited  handsomely.  The 
company  turned  in  record  revenue  and 
profits  in  1992  and  posted  profits  of 
$17.6  million  in  the  first  quarter,  up  387' 
from  a  year  ago.  Thanks  to  an  incentive- 
laden  compensation  package,  Nuveen's 
top  executives  pulled  down  some  of  the 
biggest  paychecks  in  the  financial  arena 
in  1992:  $26.6  million  each,  in  current  and 
deferred  compensation,  for  President 
Donald  E.  Sveen  and  Chief  Executive 
Richard  J.  Franke. 

The  key  to  Nu- 
veen's fate  is  its  lever- 
aged funds.  Since  they 
were  introduced  in 
1988,  leveraged  funds 
have  been  growing  at 
a  rate  of  $5  billion  a 
year,  with  53  Nuveen 
leveraged  funds  listed 
on  the  New  York 
Stock  Exchange.  The 
leverage  comes  not 
from  the  traditional 
method — buying  stock 
with  borrowed  mon- 
ey— but  rather  by  the 
way  Nuveen  struc- 
tures its  funds. 

Nuveen  sells  two 
classes  of  shares  for 
each  fund — preferred 
and  common.  Pro- 
ceeds from  the  sale  of 
both  classes  are 
pooled  and  are  used  to 
buy  munis.  The  inter- 
est from  the  munis 
will  be  used  to  pay 
both   preferred  and 
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common  shareholders.  The  preferred 
shares  pay  a  guaranteed  rate  that's  tied 
to  the  rate  on  short-term  debt. 

Let's  say  Nuveen  sells  $100  million  in 
common  shares  and  $100  million  in  pre- 
ferred. With  short  rates  lower  than  muni 
rates,  perhaps  $70  million  in  munis  is  all 
that's  needed  to  pay  dividends  to  the 
preferred  shareholders.  The  rest  of  the 
munis — $130  million — produce  income 
that  goes  to  the  common  shareholders. 

In  effect,  common  shareholders  get  an 
interest  "bonus"  of  307',  because  they 
are  getting  income  from  $130  million  in 
munis.  Because  of  the  leverage,  these 
funds  will  outperform  ordinary,  unlever- 
aged  muni  funds  when  interest  rates  fall 
and  bond  prices  rise.  But  if  interest 
rates  spike  up  and  muni  bond  prices  fall, 
the  leveraged  funds  really  get  hit, 
growing  nest  egg.  Nuveen  isn't  the 
only  leverage-lover.  The  hot  muni  mar- 
ket has  attracted  major  competition 
from  the  likes  of  Merrill  Lynch  &  Co. 
and  Van  Kampen  Merritt  Inc.  And  com- 
petitors such  as  Allstate  and  Colonial 
offer  high-yield  muni  funds  that  rival 
the  leveraged  variety.  Nuveen  is  but- 
tressing its  offerings  with  a  high-profile 
advertising  campaign,  on  which  it 
spends  $15  million  a  year. 

Nuveen's  bosses  are  keenly  aware  of 
the  importance  of  the  leveraged  fund 
business  and  are  scurrying  to  protect  it. 
In  top-level  meetings  recently,  they've 
begun  laying  out  a  strategy  to  address 
problems  that  might  surface  if  rates  rise 
and  muni  prices  fall.  To  ensure  a  predict- 
able earnings  stream  in  the  future,  Nu- 
veen is  retaining  more  earnings  in  its 
funds,  rather  than  paying  out  large  divi- 
dends today.  Also,  Nuveen  is  tying  the 
rate  paid  on  preferred  shares  to  longer- 
term  instruments  to  reduce  the  compa- 
ny's exposure  to  a  sudden  spike  in  short 
rates.  That  makes  for  a  more  predictable 
payment  stream.  And  since  long-term 
bonds  react  severely  to  interest-rate 
changes,  the  company  is  investing  in 
shorter-term  bonds  to  decrease  the  vola- 
tility of  its  muni  portfolios. 

It's  typical  advance  planning,  Nuveen- 
style.  The  firm  prides  itself  on  taking 
the  long  view,  and  even  though  econo- 
mists are  predicting  that  long  rates  will 
remain  depressed,  Nuveen  is  preparing 
for  the  worst.  Says  Timothy  R.  Schwert- 
feger,  executive  vice-president  for  corpo- 
rate marketing.  "We  tend  to  take  a  very 
measured  approach,  to  what  we  do." 

So  far,  at  least,  the  Nuveen  leverage 
strategy  has  been  a  rearing  success.  But 
that  has  been  achieved  in  the  best  inter- 
est-rate environment  in  memory.  Should 
rates  rise  again,  Nuveen  s  containment 
strategy  will  minimize  the  damage — but 
its  winning  streak  will  surely  be  over. 

By  David  Greising  t-i  Chicago 


SECURITIES  FIRMS  I 


IT  WAS  A  SWEET  RIDE 
WHILE  IT  LASTED 


Brokerage  stocks  cleaned  up.  It's  probably  all  downhill  from  her< 


F 


lor  the  brokerage  industry,  the  first 
three  months  of  1993  was  a  quarter 
to  die  for.  Merrill  Lynch  &  Co.'s 
earnings  jumped  57%,  to  a  phenomenal 
$342  million;  Bear,  Stearns  &  Co.'s  prof- 
its were  up  21%,  to  $110.4  million;  and 
Charles  Schwab  &  Co.'s  profits  rose 
19%,  to  $35.4  million — all  personal  bests. 
But  for  the  rest  of  the  year,  it's  likely  to 
be  downhill  for  brokerage  earnings  and 
their  earnings-driven  stocks.  "I  think  we 
have  seen  a  peak  in  the  first  quarter 
now  for  three  years  in  a  row,"  says  San- 
ford  C.  Bernstein  analyst  Guy  Mosz- 
kowski.  "The  quarter-to-quarter  momen- 
tum is  just  not  there." 

Moszkowski  is  putting  his  money 
where  his  mouth  is.  The  only  pure  bro- 
kerage stock  he  is  recommending  is  Sal- 
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omon  Inc.,  which  he  believes  is  underval- 
ued due  to  trading  losses  in  the  first 
quarter.  Lehman  Brothers  analyst  Dean 
Eberling  also  thinks  some  brokers  are 
getting  pricey.  He  just  removed  Morgan 
Stanley  &  Co.  from  his  buy  list,  while 
downgrading  Bear  Stearns  and  Charles 
Schwab  to  "neutral"  and  "underper- 
form."  Brokerage  stocks  have  already 
sold  off  since  first-quarter  earnings  an- 
nouncements, with  Schwab  falling  16%- 
since  reporting  record  profits  on  Apr.  15. 
money  switch.  It  was  a  nice  run  while 
it  lasted.  Merrill's  stock  has  more  than 
tripled  since  1991  (table),  delighting  the 
firm's  biggest  shareholder,  Denver- 
based  Janus  Capital  Corp.,  a  large  mutu- 
al-fund group.  Janus  portfolio  manager 
Thomas  Marsico  started  buying  Merrill 
two  years  ago  and  estimates  the  stock 
has  earned  his  funds  some  $100  million. 
Another  Merrill  owner:  the  Fidelity  Se- 
lect Brokerage  &  Investment  Manage- 
ment fund.  It's  up  a  neat  16.4%  for  1993 


through  Apr.  16,  vs.  a  3%  gain  for  1 
Standard  &  Poor's  500-stock  index. 

Much  of  the  brokerage  industry's 
cent  fortunes  have  come  courtesy 
Federal  Reserve  Chairman  Alan  Gre< 
span.  The  bond  rally  in  late  1992  bene: 
ed  all  brokerage  businesses.  Low  ral 
jolted  individuals  into  higher-yieldi 
mutual  funds  and  stocks  and  corpo 
tions  into  refinancing  debt.  Brokera 
firms  also  earned  interest  income  just 
borrowing  money  at  low  short-tei 
rates  and  collecting  higher  yields 
long-term  bond  inventories. 

Many  analysts,  though,  think  inten 
rates  have  fallen  about  as  far  as  th 
can  go  and  may  even  start  creeping  ba 
up  as  the  economy  improves.  "The  n< 
interest-rate  shock  is  bound  to  be  on  t 
upside,"  says  Moszkowski.  That  cot 
mean  that  investors  will  feel  less  urg 
cy  to  reconfigure  their  portfolios 
corporations  will  have  less  incentive 
refinance.  Already,  one  measure  of 
tail  activity  has  peaked,  with  Schwa 
client  transactions  tallying  34,100  a  ( 
in  March,  down  from  40,000  in  Februa 
Street  executives  also  doubt  the  lo 
level  of  activity  is  sustainable.  "We 
got  to  be  at  a  high  part  of  a  cycle,"  s; 
one  executive. 
volatile  history.  There  are  still  beli 
ers  out  there.  Janus'  Marsico  is  hold 
his  Merrill  shares.  Even  in  a  weak  m 
ket,  he  says,  Merrill  will  earn  stable  f 
based  income  and  can  capitalize  on 
portunities  overseas.  "It  should  be 
good  stock  over  a  12-month  time  fram 
he  says.  PaineWebber  Group  Inc.  is 
favorite  of  Scott  Offen,  Fidelity  Sel 
Brokerage's  fund  manager,  because 
return  on  equity  is  as  high  as  Merri 
but  it  is  selling  far  more  cheaply. 

The  bulls  also  argue  that  long-tei 
individuals  will  increase  their  inve 
ments  in  equities,  including  mut 
funds.  The  figure  is  now  18%  of  hou 
hold  assets,  vs.  36%  at  the  1968  pe 
says  Fidelity's  Offen.  "People  will 
saving  in  longer-dated  financial  ass 
rather  than  cash  or  their  homes." 

It's  still  possible  that  interest  ra 
will  unexpectedly  dive  yet  again.  Bui 
not,  brokerage  earnings  will  havej 
tough  time  going  up  from  here. 

By  Leah  Nathans  Spiro  in  New  Yi 
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Commentary/by  Dean  Foust 


IT'S  TIME  TO  FREE  THE  FASB  SEVEN 


cor 


■  f  accounting  is  the  language  of 
B  business,   too  many  companies 

■  speak  in  the  balance-sheet  equiva- 
lent of  Aramaic.  Accounting  standards 
change  so  slowly,  they  often  seem  rel- 
ics from  another  era.  At  times,  that 
can  have  dire  consequences.  During 
the  1980s,  for  instance,  hundreds  of 
troubled  thrifts  engaged  in  wild — and 
disastrous — speculation,  yet  their  bal- 
ance sheets  seemed  to  be  in  the  black. 
That's  because  accounting  rules  let 
S&Ls  book  a  debt  se- 
curity at  its  purchase 
price,  masking  how 
much  it  may  have 
dropped  in  value. 
Only  belatedly  did 
taxpayers  and 
shareholders  learn 
about  the  multi- 
billion-dollar  losses. 

Many  experts 
place  the  blame  for 
the  creaky  pace 
of  rule  changes 
squarely  on  the 
obscure  organi- 
zation empow- 
ered by  the  Securi- 
ties &  Exchange 
Commission  to  make 
accounting  policy:  the 
20-year-old  Financial 
Accounting  Standards 
Board.  Sure,  the  Nor- 
walk  (Conn.)  organiza- 
tion sometimes  seems 
to  have  a  ferocious 
bark.  In  1991,  it 
forced  companies  to 
book  charges  for  their 
huge  retiree  health- 
benefits  liabilities,  and 
on  Apr.  7,  it  voted  to  require  them  to 
deduct  employee  stock  options  from 
earnings.  But  FASB  often  takes  a  de- 
cade to  go  after  the  corporate  ankle. 
wiggle  room.  The  reason:  FASB's 
board  is  kept  on  a  short  leash  by  corpo- 
rate interests,  which  have  too  much 
influence  over  its  funding  and  member- 
ship. "It's  doubtful  you're  going  to 
have  a  standards  board  dedicated  to 
substantial  change,"  says  John  C.  Bur- 
ton, former  SEC  chief  accountant. 

f  vsb's  seven  board  members — usual- 
ly ret  -ed  accountants — began  study- 
ing the  stock-options  and  health-bene- 
fits proposals  back  in  1984  (table).  And 


FASB  decisions  often  contain  loopholes. 
On  Apr.  13,  FASB  finally  acted — under 
SEC  pressure — to  force  banks  and  in- 
surers to  mark  their  debt  instruments 
to  current  market  value.  Bowing  to 
these  institutions,  however,  FASB  post- 
poned making  the  requirement  effec- 
tive until  1997.  It  also  gave  banks  and 
insurers  wiggle  room:  If  they  claim 
they'll  hold  a  bond  until  maturity,  they 
can  carry  it  at  its  purchase  price. 
Much  of  the  heat  comes  from  FASB 


FASB'S  LEISURELY  RULEMAKING 


j  ■  1Q84  After  years  of  intense  opposition  by 
carted-  \W  *  ",o„i 


1980s,  trustees  voted  to  award  Corps 
rate  America  a  second  FASB  seat.  I 
1990,  they  upped  the  number  of  boaip 
votes  needed  to  approve  a  proposjj 
from  four  votes  to  five — making  i 
tougher  for  reform  initiatives. 
maverick  axed.  Pro-Big  Busine| 
trustees  often  lobby  FASB  members  a| 
gressively.  FASB  Chairman  Dennis  1 
Beresford  admits  this  is  a  problerl 
"Sometimes,  we  have  to  educate  [tljj 
trustees]  as  to  what  the  limits  of  thel 
responsibilities  arel 
Among  the  more  bll 
tant  moves  was  thel 
1991  refusal  to  real 
point  C.  Arthur  Not 
throp,  a  former  IBI 
treasurer.  NorthroJ 
frequently  votoj 
against  executives  cl 
controversial  issue! 
Says  Paul  B.  Millef 
accounting  profess! 
at  the  University  J 
Colorado:  "The  trusj 
ees  were  created 
protect  the  boan 
from  pressure,  but  il 
stead  they  have  bl 
come  the  implement 
of  pressure." 

It's  time  to  frj 


.•V 
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trustees  in  the  Financial  Accounting 
Federation,  which  appoints  FASB  board 
members  and  approves  its  spending. 
Its  16  trustees  are  drawn  from  compa- 
nies, accounting  firms,  government, 
and  academe,  but  Corporate  America  is 
the  most  influential.  In  particular,  the 
Business  Roundtable,  a  group  of  CEOs 
from  the  biggest  U.  S.  corporations, 
has  pressed  its  party  line  on  trustees. 
The  Roundtable  also  urges  accounting 
firms  and  consultants,  who  feed  from 
the  corporate  trough,  to  provide  self- 
serving  expertise  to  FASB.  In  the  mid- 


the  FASB  Sevt 
from  this  ou 
side  infl 
ence — begi 
ning  wil 
their  fina 
cial  support.  Cor 
panies  and  their  han 
maiden  accountin 
firms  provide  35% 
FASB's  $15  million  a 
nual  budget.  Critics  contend  that  son 
executives  have  threatened  to  withho 
support  if  FASB  doesn't  vote  their  wa 
A  good  solution  is  to  require  th 
corporations  filing  documents  with  tl 
SEC  pay  a  small  sum  each  time  to  cr 
ate  a  permanent  endowment  for  FAS 
Another  remedy:  Shift  board  appoir 
merit  power  to  the  SEC.  Together,  the: 
measures  would  make  it  easier  to  u 
date  accounting  rules.  And  corpora 
reports  at  last  would  reflect  curre: 
conditions,  not  ancient  history. 


Foust  covers  banking  and  financi 
regulation  from  Washington. 
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TEMPLETON  SMALLER 
COMPANIES  GROWTH  FUND 


How  Smaller  Companies 
Can  Be  A  Big  Asset 


$45,120 

Total  value  of 
investment  12/31/92 


The  Templeton  Smaller  Companies  Growth  Fund 
seeks  long  term  capital  growth  by  investing  primar- 
ily in  common  stocks  issued  by  emerging  growth 
companies  located  in  various  nations  throughout 
the  world. 


$40,000 


Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($7,076). 

Value  of  shares  initially  acquired 
($12,644)  plus  shares  accepted 
as  capital  gains  distributions 
($25,400). 


$20,000 


$10,000 

Cost  of  Investment 
6/1/81 


12/81 


Call  your  investment  advisor  or 
Templeton  today. 

1-800-342-FUND 
Ext.  9242 

The  1-.  5-  and  10-year  average  annual  total  returns  were  -2.3%- 

11.8%  and  12.8%.  respectively.  Returns  for  the  period  ended 
12/31/92  include  the  maximum  5.75%  sales  charge  and  assume  rein- 
vestment of  dividends  and  capital  gains  at  net  asset  value.  Investment 
return  and  principal  value  will  fluctuate  so  that  your  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past 
performance  cannot  guarantee  future  results.  Prior  to  July  1,  1992, 
fund  shares  were  offered  at  a  higher  sales  charge.  Thus,  actual  total 
return  would  have  been  somewhat  less  than  noted  above.  There  are 
special  risk  considerations  associated  with  foreign  investing. 


TEMPLETON  FUNDS  DISTRIBUTOR,  INC. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Templeton  Smaller  Companies  Growth 
Fund,  including  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 


BWK93 
9242 


Name . 


Address. 


City/State/Zip . 


WORLDWIDE 

Member  $94  Billion  Franklin/Templeton  Group 


BY  GENE  G.  MARCIAL 

BIG  PLAYERS 
ARE  ZOOMING  IN 
ON  KODAK 


The  picture  at  Eastman  Kodak 
these  days  seems  peculiarly 
fuzzy,  what  with  a  new  CFO, 
Chris  Steffen,  leading  efforts  to  lift  the 
company's  unsteady  profitability.  But 
some  big  investors  are  quite  clear  on 
what  they  see:  a  new  restructuring 
that  will  boost  Kodak's  stock. 

Indeed,  Kodak  shares  have  not  taken 
the  downward  spiral  that  shares  of 
other  large  consumer-product  compa- 
nies— including  Gillette  and  Coca- 
Cola — have  experienced  in  recent 
months.  The  stock  has  been  on  the  rise, 
trading  near  its  52-week  high  of  56%  a 
share,  up  from  40  in  late  December. 

What  is  behind  this  new  optimism 
about  the  maker  of  photography  prod- 
ucts, drugs,  chemicals,  and  imaging 
and  information  systems? 

Whispers  are  that  Kodak  will  break 
up  its  health-care  business,  which  in- 
cludes Sterling  Drug,  acquired  in  1988 
for  $5.1  billion. 

European  suitor?  One  investment  pro 
believes  that  as  part  of  a  restructur- 
ing, Kodak  will  sell  Sterling's  prescrip- 
tion-drug unit  to  a  European  company. 
The  health  group's  total  earnings  came 
to  $588  million,  of  which  about  $410 
million  was  from  the  prescription-drug 
unit.  Other  Sterling  Drug  products  in- 
clude over-the-counter  medicines  and 
household  products. 

NatWest  Securities  analyst  Nicholas 
Heymann,  who  is  bullish  on  Kodak, 
says  it's  likely  that  the  company  will 
sell  parts  of  its  health-care  business. 
Three  European  companies,  he  says, 
are  interested  in  Sterling's  prescrip- 
tion-drug unit:  Hoffmann-La  Roche, 
whose  product  portfolio,  says  Hey- 
mann, fits  well  with  Sterling's;  Bayer, 
which  needs,  he  believes,  a  U.  S.  struc- 
ture similar  to  Sterling's;  and  Arese- 
rond,  a  pharmaceutical  company  in  Zu- 
rich, which  Heyman  believes  is  looking 
for  an  acquisition  in  the  U.  S. 

As  to  Sterling's  over-the-counter 
medicines,  Heymann  says  interested 
companies  include  Pfizer,  American 
Home  Products,  and  Ciba-Geigy. 

Encouraged  by  new  restructuring  ef- 
forts, Heymann  is  looking  at  a  target 
of  70  for  Kodak  shares  over  the  next 
12  months.  "We  believe  that  100  would 
be  a  realistic  target  by  early  1995," 
Heymann  says,  "when  the  full  extent 


A  BRIGHTENING  PICTURE 
FOR  EASTMAN  KODAK 
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of  the  company's  efforts  to  improve 
shareholder  value  should  become  much 
more  evident." 

Analyst  Alex  Henderson  at  Pruden- 
tial Securities  says  management  is  now 
well  aware  "that  if  it  doesn't  deliver  on 
promises  to  boost  earnings  and  the 
stock,  the  company's  large  sharehold- 
ers will  be  out  for  a  lynching."  A  Ko- 
dak spokesman  declined  comment. 


A  NEW  ACT 
FROM  VEGAS 


Las  Vegas  Entertainment  Network 
is  gambling  on  a  casino-hotel,  and 
some  investors  are  betting  with 
the  company.  Shares  of  LVEN  have 
been  tracking  up,  from  2  V%  a  share  in 
late  January  to  "ix/i  on  Apr.  21.  For  a 
small,  little-known  Las  Vegas  company 
that's  still  very  much  in  the  red,  that's 
a  stupendous  feat.  What's  going  on? 

A  producer  of  Las  Vegas-type  televi- 
sion shows  for  TV  networks  overseas, 
LVEN  will  take  quite  a  while  to  make  a 
splash  in  the  entertainment  business. 
However,  the  likes  of  Liza  Minnelli  and 
Tina  Turner  performed  in  the  compa- 
ny's first  Las  Vegas  Tonight  maga- 
zine-style program  that  aired  last  New 
Year's  eve  on  France's  prestigious 
PYance  3  channel.  And  other  stars  are 
expected  to  appear  in  upcoming  shows, 
says  the  company. 

But  what's  firing  up  LVEN's  stock  of 
late  is  the  company's  impending  pur- 
chase of  Maxim  Hotel  &  Casino,  a  795- 
room  Las  Vegas  hotel  with  a  20,000 
square-foot  gambling  casino.  It  pro- 
duced revenues  of  some  $60  million 
last  year,  estimates  Byron  Lasky, 
LVEN  co-chairman.  Subject  to  approval 


by  the  Nevada  Gaming  Assn.,  the  del 
is  expected  to  be  completed  in  the  nee 
several  weeks,  says  George  Carhai 
chairman  of  Westfield  Financial  I 
New  York,  which  makes  a  market  I 
the  stock.  LEVN  is  buying  Maxim  frofe 
Jack  Anderson,  a  Las  Vegas  entrepil 
neur,  in  a  deal  worth  $45  million  B 
stock  and  cash,  says  Carhart. 

The  hotel-casino,  he  adds,  will  ma| 
LEVN  profitable  overnight.  Maxim  $ 
expected  to  post  revenues  of  $70  ml 
lion  this  year  and  pretax  earnings  of  £ 
million  to  $9  million.  "If  the  deal  fa! 
to  go  through,  watch  out,"  warns  on 
investor.  But  if  it  succeeds,  he  saji 
"the  stock  wili  hit  the  jackpot." 


OUTBACK: 
LOSING  ITS  SIZZLE? 


Lately,  investors  have  been  qui! 
determined  in  dumping  such  higl 
growth  stocks  as  Home  DepJ 
Wal-Mart,  and  PepsiCo.  Are  there  ail 
more  pricey  market  stars  in  danger  I 
being  shot  down?  Donald  Zwyer,  a  sp| 
cial-situations  analyst  at  Salomcl 
Brothers,  is  convinced  that  some  of  tl 
hot  restaurant  stocks  will  be  next.  Hdj 
particularly  wary  of  Outback  Steal 
house,  one  of  the  Street's  high-flyitj 
favorites. 

Initially  offered  in  1991  at  5  a  shall 
Outback  has  soared,  to  32  in  Februarl 
Now  at  27,  it's  still  enjoying  a  riJ 
price-earnings  ratio  of  53. 

Zwyer  ranks  the  stock  a  sell.  Oil 
back,  which  owns  and  operates  88  ful 
service  steakhouses  in  Florida,  Texsj 
and  other  Southern  states,  is  "wel 
managed  and  serves  fine  food,"  sal 
Zwyer.  But  he  cautions  that  compel 
tion  is  stiff  and  costs  are  on  the  risJ 
One  worry  is  the  soaring  cost  I 
beef  which,  the  analyst  says,  has  l| 
all-time  highs.  Red  meat  accounts  fl 
20%  of  the  company's  operating  cosll 
he  notes.  Moreover,  the  cost  of  labl 
may  jump  next  year.  Zwyer  says  \ 
increase  in  the  $4.25  hourly  minimul 
wage  would  crimp  Outback's  bottol 
line.  He  says  that  a  50<(  hourly  ril 
would  jack  up  the  company's  operatiil 
costs  by  $4.4  million,  or  $2.6  milliJ 
after  taxes.  If  that  happens,  he  figurl 
that  Outback's  1994  net  would  drop  I 
90<t  a  share  from  an  estimated  $1. 

Another  big  worry:  Corporate  insil 
ers,  who  own  10  million  of  the  25  ml 
lion  shares  outstanding,  may  seek  I 
cash  in  on  the  stock's  high  price.  In  tl 
past  two  years,  Outback  has  mail 
three  stock  offerings.  Another  or| 
says  Zwyer,  may  be  in  the  works. 
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AMAZING  WHAT  BORROWING  LOW 
AND  LENDING  HIGH  WILL  DO 


An  unusually  wide  interest-rate  spread  helped  banks  thrive  in  '92.  But  the  party  isn't  likely  to  last 


R 


iebounding  sharply  from  a  dismal 
1991,  the  nation's  largest  banks 
kfound  making  money  in  1992  as 
easy  as  withdrawing  cash  from  an  auto- 
matic teller  machine.  The  chasm  be- 
tween banks'  low  short-term  funding 
costs  and  their  return  from  much  high- 
er-yielding long-term  investments  and 
loans  virtually  guaranteed  a  huge  boost 
in  profits.  Net  income  for  the  100  largest 
U.S.  banks  in  BUSINESS  WEEK'S  annual 
Bank  Scoreboard  (page  150)  more  than 
doubled,  and  return  on  equity  followed 
suit.  First-quarter  1993  results  have 
been  strong  as  well,  with  many  compa- 
nies reporting  profits  above  most  ana- 
lysts' forecasts. 

The  good  times,  though,  may  not  keep 
rolling.  Spreads  between  short  and  long 
rates  have  been  at  record  levels  for  long- 
er than  anyone  has  expected,  and  almost 
no  one  expects  them  to  remain  this  wide 
for  another  year.  That  means  the  indus- 
try may  not  be  able  to  sustain  stellar 
earnings  growth  through  the  end  of 


MOST  PROFITABLE 


1992  return  on  equity 

MBNA 

28.5  % 

BANKERS  TRUST  NEW  YORK 

23.1 

FIRST  COMMERCE 

22.9 

WILMINGTON  TRUST 

21  5 

MELLON  BANK 

21.1 

j.  P.  MORCAN 

20  8 

NORWEST 

19.2 

INTEGRA  FINANCIAL 

19.0 

EUROPEAN  AMERICAN  BANK                1 8  8 

NORTHERN  TRUST 

18.7 

100-BANK  AVERAGE 

13.1 

DATA  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC 
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1993  and  into  next  year.  "It's  not  possi- 
ble to  double  and  triple  earnings  several 
times  in  a  row.  The  world  doesn't  work 
like  that,"  says  Diane  Glossman,  an  ana- 
lyst at  Salomon  Brothers  Inc. 

There's  no  question,  though,  that 
banks  will  long  remember  1992.  They 
were  able  to  rake  in  gobs  of  net  interest 
income  in  two  ways.  Most  important, 
they  borrowed  short-term  money  at  low 
rates  and  invested  it  in  higher-yielding 
long-term  securities.  They  also  used 
their  deposit  accounts,  for  which  they 
pay  depositors  around  37' ,  to  make  loans 
to  consumers  and  small  businesses,  who 
typically  paid  more  than  the  prime  rate, 
currently  67. 

prime  time.  Take  First  Empire  State 
Corp.  The  Buffalo  bank  pays  customers 
2.757  on  a  six-month  CD  these  days  and 
can  borrow  in  the  Fed  funds  market  at 
'■>  '■,  but  it  can  lend  at  the  prime  rate  of 
67 — or  more.  Gary  S.  Paul,  senior  vice- 
president  and  head  of  corporate  finance, 
says  the  rates  on  about  $2  billion  of 
First  Empire's  $6.98  billion  in  loans  are 
tied  to  the  prime.  Paul  doesn't  expect 
the  wide  spread  to  last  forever — "it  has 
shocked  the  heck  out  of  me  that  it  has 
lasted  this  long,"  he  says — but  he's  en- 
joying it  while  he  can.  The  lavish  rate 
differential  was  the  main  reason  his 
company's  net  interest  income  increased 
30';  in' 1992,  to  $438  million,  he  says. 
MBNA  Corp.,  a  bank  specializing  in  cred- 
it-card  loans  spun  off  from  MNC  Finan- 
cial Inc.,  has  been  the  most  profitable  of 
the  nation's  big  banks  for  two  years  in  a 
row  because  of  the  lofty  rates  it  has 
been  able  to  charge  credit-card  custom- 
ers. MBNA's  return  on  equity  has  been 
28.5' '  for  two  years  running. 

First  Union  Corp.  also  generated  net 
interest  income  gains  of  nearly  157, 
even  excluding  the  effect  (if  acquisitions 
in  1992,  according  to  treasurer  Ken  R. 
Stancliff.  As  at  First  Empire,  a  lot  of 
First  Union's  gain  was  because  of  the 
wide  spread  between  lending  rates  and 
borrowing  costs.  But  First  Union  also 
benefited  from  its  use  of  derivatives  to 
increase  the  effective  maturity  of  its  as- 
sets. That  let  the  bank  reap  the  benefits 
of  a  decline  in  the  cost  of  its  borrowing 
while  its  lending  and  investing  rates  re- 
mained high. 


STEADIEST  EARNERS 


Average  five-year  growth  in  earnings  per  share 


MERCANTILE  BANCORPORATION 


94.2°, 


REPUBLIC  NEW  YORK 


62.3 


BANK  OF  BOSTON 


45.9 


FIRST  FIDELITY  BANCORPORATION 


44.6 


INDUSTRIAL  BANK  OF  JAPAN  TRUST      38  8 


J.  P.  MORGAN 


31.5 


MELLON  BANK 


31.1 


UNION  PLANTERS 


24.8 


FIRST  COMMERCI 


23.6 


FIRST  EMPIRE  STATE 


20.7 


100-BANK  AVERAGE 


-0.9 


Bank  of  Tokyo  Trust  Co.  was  the  k 
profitable  of  the  big  banks,  generatin 
return  on  equity  of  -9.57  and  los 
some  $44.8  million.  The  company  con 
ued  to  suffer  from  the  bank-lend 
spree  of  the  late  1980s:  Its  loan-ioss  j 
vision  increased  627,  to  $164.7  mill 
Charge-off s  represented  2.67  of 
bank's  loans. 

For  many  banks,  however,  credit  q 
ity  improved.  Nonperforming  assets 
eraged  just  2.57  of  loans,  down  fi 
3.37  a  year  earlier,  and  loan-loss  pr 
sions  declined  an  average  of  197.  Th; 
a  big  change  from  1991,  when  loan-1 
provisions  grew  137.  Bank  of  New  Y 
Co.  was  a  prime  beneficiary  of  impi 
ing  credit  quality.  The  bank  took  its 
a  little  earlier  than  many  other 
banks  did.  As  a  result,  its  loan-loss  j 
vision  declined  437,  to  $427  million 
1992,  and  charge-offs  shrunk  from  2 
of  loans  to  1.87  of  loans.  Those  fact 
helped  the  bank  triple  its  net  income 
$369  million. 

Most  banks  on  the  two  coasts  sho\ 


BANK  SCORE! 


matic  improvements  in  profitability 
credit  quality.  Chemical  Banking 
•p.  booked  a  605%  increase  in  earn- 
3  after  taking  a  $625  million  restruc- 
ng  charge  in  1991.  Boston's  Bay- 
lks  Inc.  reported  a  514%  increase  in 

income,  the  second  biggest  gain, 
drman  and  CEO  William  M.  Crozier 
says  the  results  are  "nothing  to  crow 
ut  because  we're  coming  off  such  a 

base."  But  he  thinks  the  bank's  op- 
;ing  profits  will  improve  as  spreads 
>ain  high  and  the  costs  of  managing 

assets  decline. 

iy  sign.  Citicorp,  the  nation's  largest 
k,  went  from  losing  $914  million  in 
L  to  earning  $722  million  last  year 
$370  million  in  the  first  quarter 
993.  The  bank  has  reduced  operating 
enses,  and  while  its  credit  costs 
ain  close  to  record  levels,  they  are 
Jig- 

nd  in  California,  First  Interstate 
corp  posted  profits  of  $282.3  million 
Ir  reporting  a  loss  in  1991.  Like  Bank 
New  York,  First  Interstate  began 
;ending  with  problem  loans  before 
iy  of  its  competitors,  and  it's  now 
efiting  from  the  early  action.  Its 


SAFEST  LENDERS 


1992  nonperforming  assets  as  percent  of  assets 

UNITED  MISSOURI  BANCSHARES 

0.2% 

STATE  STREET  BOSTON 

0.3 

WEST  ONE  BANCORP 

0.4 

COMMERCE  BANCSHARES 

0.5 

REPUBLIC  NEW  YORK 

0.5 

TRUSTMARK 

0.5 

NORWEST 

0.5 

FIFTH  THIRD  BANCORP 

0.5 

FIRST  VIRGINIA  BANKS 

0.5 

J.  P.  MORGAN 

0.5 

1  GO-BANK  AVERAGE 

2.5 

loan-loss  provision  was  down  617',  to 
$314  million. 

The  improving  health  of  the  industry 
is  an  early  sign  of  a  long-term  trend, 
says  David  S.  Berry,  director  of  research 
at  Keefe,  Bruyette  &  Woods.  Investors 
have  long  viewed  bank  earnings  as  less 
dependable  than  those  of,  say,  consum- 
er-products companies,  he  says.  But 
"consolidation  should  lead  to  less  overca- 
pacity, so  there  will  be  less  incentive  [for 
banks]  to  go  out  and  make  risky  loans." 

Berry  may  well  be  right.  But  after 
striving  mightily  to  pare  expenses  in  the 
last  two  years,  BayBanks  and  others  are 
starting  to  hire  again.  And  lending  is 
still  meager:  Loans  grew  just  2%  in  1992 
and  declined  as  a  portion  of  banks'  as- 
sets. What's  more,  low  interest  rates  are 
cutting  into  bank  revenues.  If  banks 
start  letting  their  operating  costs  rise 
before  they've  boosted  their  lending  or 
otherwise  assured  themselves  of  higher 
revenues,  they  can  be  almost  sure  that 
they  won't  enjoy  a  repeat  of  1992's  re- 
bound anytime  soon. 

By  Kelley  Holland  in  New  York,  with 
Chuck  Hawkins  in  Atlanta  and  Geoffrey 
Smith  in  Boston 


WHAT  THE  COLUMN  HEADINGS  MEAN 


arket  value 

ising  share  price  of  a  bank's  common  stock 
Mar.  31,1 993,  multiplied  by  the 
poration's  latest  available  number 
common  shares  outstanding. 

>sets 

al  assets  as  of  Dec.  31,1 992. 
iposits 

al  deposits  as  of  Dec.  31,1 992.  Interest- 
ing deposits  and  noninterest-bearing 
Dosits  together  will  total  1 00  %  .  Foreign 
Dosits  subtracted  from  100%  will  equal 
al  domestic  deposits. 

■jits 

gregate  face  value  of  all  outstanding  loans 
i  leases  as  of  Dec.  31,1 992,  net  of  unearned 
ome  and  before  deduction  of  valuation  portion 
oan-loss  reserves. 

©vision  for  loan  loss 

arge  for  anticipated  loan  losses,  which 

pears  on  the  income  statement  as  an  operating 

jense. 

it  income 

t  income  after  minority  interests  and  taxes. 


Net  charge-off s  as  percent  of  loans 

Loan  charge-offs  less  recoveries  as  percent  of  net 
average  loans  outstanding.  A  minus  sign  indicates 
that  recoveries  exceed  charge-offs. 

CRE 

Commercial  real  estate  loans  as  a  percent  of  total 
loans  outstanding. 

HLT 

Highly  leveraged  transactions  as  a  percent  of 
total  loans  outstanding. 

NPA 

Nonperforming  assets,  including  real  estate 
owned,  as  a  percent  of  total  assets. 

Operating  income 

Operating  income  after  minority  interests  and 
taxes  but  before  preferred  dividends,  and  gains 
and  losses  from  the  sale  of  securities. 

Return  on  assets 

Net  income  available  for  common  shareholders 
(net  income  minus  preferred  dividends)  divided  by 
average  assets. 


Leverage 

Average  assets  divided  by  average  common 
equity  computed  on  a  daily  average  basis  for  the 
year  ended  Dec.  31,  1992. 

Return  on  equity 

Net  income  available  for  common  shareholders 
divided  by  average  common  equity  for  the  year 
ended  Dec.  31,  1992.  Return  on  average  assets 
multiplied  by  leverage  equals  return  on  average 
common  equity. 

Net  interest  income 

Total  interest  income  adjusted  for  tax  equivalents 
minus  total  interest  expense  before  provision  for 
loan  losses. 

Growth  in  earnings  per  share 

Annual  trend  in  the  growth  rate  of  primary 
earnings  per  share  for  the  restated  five-year 
period  ended  Dec.  31,1 992. 

Dividend  yield 

Annual  dividend  as  a  percent  of  Mar.  31,1 993, 
stock  price. 


.PHABETICAL  LIST  OF  BANKS 

number  following  each  bank's  name  is  its  asset  ranking  in  the  tables  beginning  on  the  next  page 


th  Bancorp  58 

BB8.T  Financial  76 

Deposit  Guaranty  90 

First  Interstate  Bancorp  12 

Industrial  Bonk  of  Japan  88 

Michigan  National  53 

Republic  New  York  19 

SunTrust  Banks  20 

ne  8 

Boatmen's  Bancshares  32 

European  American  80 

First  Maryland  Bancorp  62 

Integra  Financial  52 

Midlantic  42 

Riggs  Notional  87 

Synovus  Financial  86 

j  Hawaii  48 

Central  Bancshares  74 

Fifth  Th.rd  Bancorp  55 

First  of  America  Bank  36 

KeyCorp  27 

MNC  Financial  38 

SanwaBank  71 

Trustmork  99 

Boston  22 

Central  Fidelity  63 

First  Alabama  Bone  66 

First  Security  69 

LaSolle  Notional  54 

Morgan  (J. P.)  5 

Shawmut  National  28 

UJB  Financial  44 

New  York  17 

Chase  Manhattan  6 

First  American  75 

First  Tennessee  National  61 

Liberty  National  94 

National  City  25 

Signet  Banking  51 

Union  Bonk  39 

Chemical  Banking  3 

First  Union   1  1 

Marine  Midland  Banks  37 

National  Community  98 

Society  29 

Union  Planters  85 

Tokyo  65 

First  Bonk  System  31 

First  Virginia  Banks  73 

United  Missouri  89 

Citicorp  1 
Comenca  26 

National  Westminster  33 

>uth  95 

First  Chicago  13 

F.tstar  45 

Marshal!  &  llsley  67 

NationsBank  4 

Southern  National  92 

U.S.  Bancorp  35 

nerica  2 

Commerce  Bancshares  70 

First  Citizens  Banc  83 

Fleet  Financial  Group  14 

MBNA  78 

NBD  Bancorp  16 

SouthTrust  47 

Valley  Boncorp  96 

i  Trust  7 

Continental  Bank  34 

First  Commerce  79 

Fourth  Financial  81 

Mellon  Bank  23 

Northern  Trust  41 

Star  Banc  68 

Wachovia  21 

ce  56 

CoreStates  Financial  30 

First  Empire  State  59 

Harris  Bankcorp  46 

Mercantile  Boncorp  60 

Norwest   1  5 

State  Street  Boston  40 

Wells  Forgo  9 

Banks  18 

Crestar  Financial  49 

First  Fidelity  Bancorp  24 

H.berma  91 

Mercantile  Bankshares  82 

Old  Kent  Financial  64 

Sumitomo  Bank  of  Cal.  84 

West  One  Bancorp  72 

■ks  57 

Dauphin  Deposit  93 

First  Hawaiian  77 

Huntington  Bancshares  43 

Meridian  Boncorp  50 

PNC  Bank  10 

Summit  Bancorp  lOO 

Wilmington  Trust  97 

iCOREBOARD 
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ASSETS 

DEPOSITS 

LOANS 



— 

1 2/3 1 /92 
S  MIL. 

1 2/3 1 /92 
$  MIL. 

CHG. 
FROM 
1 99 1 

% 

INTEREST/ 

IN  UNI  IN  I 

% 

FOR- 
EIGN 

% 

1 2/3 1 /92 
$  MIL. 

CHG. 
FROM 

% 

LOAN- 
LOSS 
PROV 

$MIL. 

CHG. 
FROM 
1 99 1 

% 

NET 
CHARGE- 
OFFS  AS 
%  OF 
LOANS 

CRE 

% 

1 

CITICORP 

213701 

144175 

-2 

87/13 

60 

139710 

-7 

4146.0 

7 

2.4 

6.6 

2 

BANKAMERICA 

180646 

137883 

47 

75  /25 

10 

124523 

44 

990.0 

23 

1.2 

12.6 

3 

CHEMICAL  BANKING 

139655 

94173 

1 

76  /24 

21 

82010 

-3 

1365.0 

1 

1.8 

9.9 

4 

NATIONSBANK 

118059 

82727 

-6 

79  /21 

2 

72714 

5 

714.5 

-55 

1.3 

12.9 

5 

J.  P.  MORGAN 

102941 

32519 

-12 

88/12 

82 

26438 

-5 

55.0 

38 

0.8 

NA 

6 

CHASE  MANHATTAN 

95862 

67224 

-6 

79  /21 

39 

62558 

-8 

1220.0 

12 

2.0 

10.8 

7 

BANKERS  TRUST  NEW  YORK 

72448 

25071 

10 

83/17 

59 

17318 

2 

225.0 

-5 

2.5c 

8.5 

8 

BANC  ONE 

61417 

48465 

1 

79/21 

0 

38722 

7 

510.5 

2 

1.3 

9.1 

9 

WELLS  FARGO 

52537 

42244 

-3 

78  /22 

0 

36903 

-16 

1215.0 

-9 

2.0 

54.0 

10 

PNC  BANK 

51380 

29470 

-2 

80/20 

1 

25817 

1 

323.5 

-24 

1.2 

11.0 

11 

FIRST  UNION 

51327 

39390 

8 

80/20 

1 

33367 

4 

249.7 

-48 

0.7 

17.8 

12 

FIRST  INTERSTATE  BANCORP 

50863 

43675 

5 

67/33 

1 

24201 

-14 

314.3 

-61 

1.9 

17.1 

13 

FIRST  CHICAGO 

49281 

29740 

-7 

75  /25 

28 

22692 

-12 

916.0 

108 

1.5 

10.7 

14 

FLEET  FINANCIAL  GROUP 

46938 

32735 

-7 

79  /21 

2 

26647 

-3 

485.8 

-4 

2.1 

17.7 

15 

NORWEST 

44557 

26970 

2 

76/24 

1 

27656 

19 

176.9 

-46 

0.8 

10.3 

16 

NBD  BANCORP 

40937 

31001 

5 

78/22 

6 

25144 

6 

228.5 

37 

0.8 

9.8 

17 

BANK  OF  NEW  YORK 

40909 

29449 

2 

74/26 

29 

27391 

-2 

427.0 

-43 

1.8 

6.7 

18 

BARNETT  BANKS 

39465 

34689 

2 

83/17 

0 

26051 

-1 

257.3 

-43 

10 

17.1 

19 

REPUBLIC  NEW  YORK 

37146 

21102 

4 

94/6 

51 

8007 

-7 

120.0 

94 

1.2 

26.3 

20 

SUNTRUST  BANKS 

36649 

28843 

3 

76/24 

0 

22797 

6 

220.0 

7 

0.7 

23.4 

21 

WACHOVIA 

33367 

23375 

2 

76/24 

2 

21086 

2 

119.4 

-59 

0.5 

17.0 

22 

BAHK  OF  BOSTON 

32346 

25302 

2 

82/18 

20 

22884 

4 

100.0 

-70 

0.9 

13.5 

23 

MELLON  BANK 

31574 

25130 

12 

78/22 

4 

19956 

4 

185  0 

-26 

1.6 

9.3 

24 

FIRST  FIDELITY  BANCORPORATION 

31480 

27005 

7 

80/20 

1 

18378 

6 

228.0 

-23 

15 

19.2 

25 

NATIONAL  CITY 

28963 

22585 

-1 

79  /21 

2 

18738 

-2 

129.4 

-48 

0.7 

13.1 

26 

COMERICA 

26587 

20395 

0 

79  /21 

4 

17808 

5 

113.4 

10 

0.6 

14.4 

27 

KEYCORP 

25457 

21004 

10 

82/18 

0 

17201 

10 

150.8 

-1 

0.9 

18.7 

28 

SHAWMUT  NATIONAL 

25288 

16410 

-1 

72/28 

1 

15326 

5 

189.5 

-59 

2.5 

21.8 

29 

SOCIETY 

24978 

18658 

-7 

80/20 

6 

16202 

-4 

147.4 

-47 

1.1 

18.9 

30 

CORESTATES  FINANCIAL 

23699 

17262 

2 

66  /34 

4 

15470 

-2 

119.3 

-37 

0.9 

17.7 

31 

FIRST  BANK  SYSTEM 

23527 

18543 

12 

72  /28 

0 

15054 

5 

164.4 

3 

1.3 

9.8 

32 

BOATMEN'S  BANCSHARES 

23387 

18988 

9 

79/21 

0 

12632 

6 

134.6 

19 

0.8 

19.4 

33 

NATIONAL  WESTMINSTER  BANCORP 

22715 

16745 

-1 

77/23 

11 

14139 

0 

122.0 

-79 

1.5 

13.8 

34 

CONTINENTAL  BANK 

22467 

14144 

-10 

79/21 

20 

12411 

-11 

125.0 

-63 

1.2 

8.4 

35 

U.  S.  BANCORP 

20741 

15425 

16 

77/23 

0 

14270 

-1 

134.5 

7 

0.8 

12.4 

36 

FIRST  OF  AMERICA  BANK 

20147 

18036 

3 

86/14 

0 

13756 

4 

78.8 

1 1 

0.6 

20.7 

37 

MARINE  MIDLAND  BANKS 

17109 

13107 

-3 

76/24 

2 

10433 

-6 

73.2 

-68 

1.3 

12.1 

38 

MNC  FINANCIAL 

16985 

11650 

-16 

80/20 

2 

8938 

-14 

156.7 

-63 

4.0 

32.6 

39 

UNION  BANK 

16844 

12854 

-2 

63  /37 

4 

12580 

-5 

156.0 

-22 

1.2 

19.3 

40 

STATE  STREET  BOSTON 

16490 

11060 

27 

60  /40 

40 

2004 

5 

12.2 

-80 

1.0 

5.2 

41 

NORTHERN  TRUST 

14960 

9871 

15 

73  /27 

19 

6936 

10 

29.5 

-5 

0.5 

7.4 

42 

MIDLANTIC 

14422 

12560 

-22 

78  /22 

0 

8954 

-28 

137.9 

-78 

2.7 

38.1 

43 

HUNTINGTON  BANC!  iARES 

13895 

9953 

5 

83/17 

3 

8512 

3 

75.7 

34 

0.7 

15.8 

44 

UJB  FINANCIAL 

13771 

11787 

4 

78  /22 

0 

8782 

0 

139.0 

-17 

1.8 

23.9 

45 

FIRSTAR 

13169 

10884 

8 

74/26 

1 

8111 

8 

44.8 

-11 

0.4 

22.2 

46 

HARRIS  BAHKCORP 

12729 

6777 

-7 

66  /34 

17 

7083 

-10 

77.6 

-2 

1.0 

8  8 

47 

SOUt  NTRUST 

12714 

10082 

22 

84/16 

1 

7547 

27 

43.3 

14 

0.5 

26.9 

48 

BAHCORP  HAWAII 

12713 

7890 

-9 

83/17 

15 

6820 

3 

50.1 

69 

0  6 

17.8 

49 

CRESTAR  FINANCIAL 

12675 

9582 

8 

79  /21 

0 

6949 

-4 

99.2 

-53 

1.8 

20.2 

50 

MERIDIAN  BANCORP 

12208 

10172 

8 

84/16 

0 

7378 

0 

59.7 

-40 

1.1 

22.5 

(o)  Yearend  amounts  (b)  Data  are  for  banking  operations  only,  (c)  Loans  are  net  of  unearned  income  only,  (d)  Income  not  adjusted  for  securities  gains  and  losses  (e)  Not  adjusted  for  tax  equi< 
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rE     B     Q=~A^   R  D 


PERFORMANCE  MARKET  VALUE 


RETURN 

RETURN 

NET 

NET 

5-YEAR 

OPER 

NET 

CHG. 

ON 

ON 

INTEREST 

CHG 

INCOME 

AVER. 

CHG. 

INCOME 

INCOME 

FROM 

ASSETS 

LEVER- 

EQUITY 

INCOME 

FROM 

AS  %  OF 

GROWTH 

FROM 

1992 

1992 

1991 

1992 

AGE 

1992 

1992 

1991 

NET  INT. 

EPS 

DIVIDEND 

3/31/93 

1992 

$  MIL 

5  MIL. 

% 

% 

1992 

% 

$  MIL. 

% 

INCOME 

% 

YIELD 

$  MIL. 

% 

RANK 

716.0 

722.0 

NM 

0.23 

28.8 

6.6 

7476 

3 

9.7 

-23.5 

0.00 

10811 

80 

5 

1485.0 

1492.0 

33 

0.80 

15.9 

12.7 

6740 

50 

22.1 

11.5 

2.79 

17517 

80 

1 

1033.0 

1086.0 

605 

0.67 

18.4 

12.4 

4629 

12 

23.5 

-44.8 

3.27 

10140 

21 

6 

941.2 

1145.2 

467 

0.97 

16.2 

15.8 

4190 

6 

27.3 

-7.1 

2.93 

13820 

26 

2 

1126.0 

1382.0 

21 

1.14 

18.3a 

20.8a 

1869 

13 

73.9 

31.5 

3.54 

13006 

19 

4 

626.0 

639.0 

23 

0.51 

21.7 

11.2 

3603 

6 

17.7 

NA 

3.44 

5444 

63 

15 

761.0d 

761.0 

14 

0.99 

23.4 

23.1 

1199 

56 

63.5 

1.5 

4  36 

5925 

31 

12 

772.7 

781.3 

32 

1.31 

12.4 

16.3 

3240 

41 

24.1 

12.9 

2.42 

13403 

58 

3 

283.0 

283.0 

NM 

0.45 

17.7 

7.9 

2696 

6 

10.5 

-14.3 

1.84 

5995 

65 

11 

388.1 

529.4 

36 

1.18 

13.2 

15.5 

1700 

14 

31.1 

-0.4 

3.42 

7762 

46 

7 

513.8 

515.2 

62 

1.01 

15.1 

15.3 

2100 

33 

24.5 

5.0 

2.93 

6793 

57 

9 

283.4 

282.3 

NM 

0.46 

21.2 

9.6 

2032 

-4 

13.9 

15.0 

2.04 

4417 

95 

18 

-248.7 

-114.5 

NM 

-0.29 

20.0 

-5.8 

1217 

9 

-9.4 

NM 

2.88 

3427 

68 

26 

156.5 

279.8 

187 

0.56 

19.7 

11.0 

1983 

37 

14.1 

-14.4 

2.54 

4801 

41 

16 

480.0 

518.4 

23 

1.21 

15.8 

19.2 

2045 

17 

25.4 

16.5 

2.33 

6987 

39 

8 

337.2 

338.0 

-7 

0.85 

13.8 

11.8 

1591 

11 

21.2 

6.9 

3.06 

5654 

25 

14 

341.0 

369.0 

202 

0.80 

14.9 

12.0 

1286 

1 

28.7 

1.1 

2.63 

4670 

69 

17 

185.1 

207.7 

155 

0.50 

16.5 

8.3 

1734 

11 

12.0 

-19.6 

2.93 

4349 

48 

20 

251.5 

258.9 

14 

0.68 

20.7 

14.2 

753 

23 

34.4 

62.3 

2.10 

2681 

26 

32 

409.7 

413.3 

12 

1.21 

13.1 

15.8 

1584 

11 

26.1 

8.1 

2.40 

5822 

26 

13 

432.2 

433.2 

89 

1.36 

12.3 

16.7 

1334 

6 

32.5 

5.6 

2.93 

6323 

26 

10 

176.7 

192.1 

NM 

0.54 

19.6 

10.6 

1095 

19 

17.5 

45.9 

0.36 

2362 

76 

37 

331.0 

437.0 

56 

1.30 

16.2 

21.1 

1166 

16 

37.5 

31.1 

2.50 

3567 

82 

25 

306.2 

313.7 

42 

0.99 

16.1 

16.0 

1248 

13 

25  1 

44.6 

2.71 

3613 

45 

24 

372.6 

346.9 

47 

1.16 

13.2 

15.3 

119.5 

1 

29.0 

9.7 

3.98 

4132 

31 

21 

222.8 

226.0 

-17 

0.87 

13.4 

11.7 

1123 

6 

20.1 

16.8 

3.09 

3791 

20 

23 

243.3 

245.6 

31 

1.17 

15.1 

17.7 

1132 

22 

21.7 

177 

2.77 

4408 

103 

19 

18.5 

56.8 

NM 

0.23 

18.7 

4.3 

841 

11 

6  8 

NA 

1.74 

2128 

86 

38 

294.8 

301.2 

294 

1.24 

14.2 

17.5 

1158 

7 

26.0 

2.5 

3.23 

4042 

26 

22 

253.6 

262.4 

15 

1.17 

13.8 

16.3 

1085 

-3 

24.2 

13.7 

3.72 

3388 

39 

27 

274.9 

124.1 

-37 

0.46 

13.7 

6.3 

868 

9 

14.3 

NA 

3.17 

2960 

40 

30 

194.5 

215.5 

31 

0.96 

13.0 

12.5 

883 

17 

24.4 

9.7 

3.67 

2945 

40 

31 

131.4 

91.8 

NM 

0.41 

12.5 

5.2 

759 

4 

12.1 

NA 

5.45 

NM* 

NM 

NR 

224.0 

222.0 

NM 

0.85 

18.3 

15.6 

493 

0 

45.0 

-15.2 

2.15 

1505 

66 

45 

207.5 

208.1 

9 

1.04 

13.8 

14.4 

897 

10 

23.2 

12.7 

3.00 

2514 

18 

34 

137.6 

169.5 

6 

0.80 

16.9 

13.6 

900 

15 

18.8 

7.0 

3.30 

2416 

47 

36 

13.8 

109.2 

NM 

0.63 

15.8 

9.9 

695 

1 

15.7 

NA 

NA 

NM* 

NM 

NR 

45.8 

103.1 

NM 

0.58 

18.1 

10.4 

532 

6 

19.4 

-15.8 

0.00 

1289 

87 

53 

98.9 

102.6 

10 

0.56 

17.2 

9.6 

751 

-3 

13.7 

-3.0 

3.66 

1240 

74 

55 

153.3 

160.4 

15 

1.04 

17.5 

18.1 

296 

1 

54.2 

13.6 

1.08 

3340 

42 

28 

147.3 

149.5 

17 

1.06 

17.6 

18.7 

344 

8 

43.5 

4.6 

1.49 

2622 

52 

33 

-45.7 

70 

NM 

0.02 

22.8 

0.5 

530 

-20 

1.3 

-58.5 

0.00 

1009 

248 

65 

150.9 

139.0 

19 

1.08 

14.4 

15.5 

622 

26 

22.4 

13.0 

2.95 

1881 

34 

40 

41.8 

53.8 

140 

0.39 

16  3 

6.3 

557 

8 

9.7 

-24.2 

2.21 

1380 

66 

50 

165.3 

166.0 

24 

1.33 

13.1 

17.4 

571 

11 

29.1 

6.9 

2.60 

2122 

36 

39 

110.6 

113.3 

9 

0.86 

14.8 

12.7 

477 

2 

23.7 

17.9 

NA 

NM* 

NM 

NR 

113.8 

114.2 

27 

1.04 

15.1 

15.7 

469 

25 

24.4 

9.0 

2.84 

1589 

57 

41 

114.5 

116.8 

4 

1.00 

14  8 

14.9 

445 

8 

26.3 

11.8 

2.45 

1480 

14 

48 

77.4 

79  8 

136 

0.65 

15.0 

9.7 

498 

12 

16.0 

-7.0 

2.35 

1541 

117 

43 

113.7 

114.7 

7 

0.99 

13.6 

13.4 

512 

13 

22.4 

4.3 

3.64 

1504 

34 

46 

available.  NM  =  not  meaningful.  NR  =  not  ranked.  *Doe  to  management  structure. 
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We'd  like  to 
put  in  a  good  word 
for  good  government. 

Customerize. 

Like  the  private  sector,  govern- 
nt  also  has  its  customers-they're 
t  called  constituents.  But  with 
Igets  decreasing  and  the  demand 
public  sector  services  increasing, 
become  especially  challenging  for 
ernment  to  respond  quickly  and 
actively  to  its  customers. 

That's  one  reason  why  Unisys 

I  developed  a  concept  which  is 
ing  customer  service  to  a  higher 
3l — in  the  halls  of  government  as 

II  as  commerce.  It's  called 
tomerize.  Teamed  with  any  gov- 
ment  agency,  our  experienced 
vices  professionals  can  help  shape 
information  strategy  to  create 

3  Unisys  Corporation. 


real-world  results  for  constituents' 
real-world  needs. 

When  we  help  a  government 
agency  customerize,  we  help  extend 
its  full  capabilities  to  all  the  points  of 
customer  contact-public  contact.  As 
a  result,  government  becomes  more 
responsive  to  its  public  and  better 
able  to  deliver-from  health  and 
human  services  to  law  enforcement. 
And  with  our  experience  designing 
client-focused  solutions  for  over 
1,600  government  agencies,  we've 

UNiSYS 

We  make  it  happen. 


developed  the  practical  knowledge 
to  make  customer  service  a  basis 
of  public  sector  performance. 


CUS-tom- er-ize  \  kus'-ta-ma-rize'  \  v! 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS,  REVENUE  GENERATION 


Call  us  at  1-800-874-8647, 
ext.  12,  for  your  complimentary 
customerize  Information  Kit.  Con- 
sider it  another  vote  for  good 
government. 


n  stiimerizf.  sprvicf  s  arc  a  *tviw  mark  of  1,'nisy:  Corporation 


ASSETS 

DEPOSITS 

LOANS 

12/31/92 
$  MIL. 

12/31/92 
$  MIL. 

CHG. 
FROM 
1991 

% 

INTEREST/ 
NONINT. 

% 

FOR- 
EIGN 

% 

12/31/92 
S  MIL. 

CHG. 
FROM 
1991 

% 

LOAN- 
LOSS 

PROV 
1992 

$  MIL. 

CHG. 
FROM 
1991 

% 

NET 
CHARGE- 
OFFS  AS 
%  OF 
LOANS 

CRE 

% 

51 

SIGNET  BANKING 

12093 

7823 

-8 

82/18 

0 

5809 

-1 

67.8 

-76 

2.5 

20.3 

52 

INTEGRA  FINANCIAL 

10788 

8149 

13 

88/12 

0 

5213 

24 

45.6 

29 

0.5 

12.6  ; 

53 

MICHIGAN  NATIONAL 

10635 

8975 

4 

80/20 

0 

6731 

2 

70.7 

-18 

0.8 

20.7 

54 

LASALLE  NATIONAL 

10324 

7155 

12 

80/20 

3 

5849 

18 

54.7 

17 

0.6a,  c 

18.7  ! 

55 

FIFTH  THIRD  BANCORP 

10213 

7532 

13 

83/17 

1 

7475 

29 

65.3 

17 

0.7 

10.8 

56 

BANPOHCE 

10002 

8039 

12 

80/20 

0 

5252 

1 

97.6 

-20 

1.6 

6.1 

57 

BAYBANKS 

9907 

8993 

3 

78  /22 

0 

5950 

-6 

106.8 

-35 

2.1 

17.2 

58 

AMSOUTH  BANCORPORATION 

9751 

7429 

1 

82/18 

0 

5992 

8 

36.6 

-12 

0.5 

17.6  | 

59 

FIRST  EMPIRE  STATE 

9588 

8077 

8 

87/13 

1 

6984 

16 

85.0 

34 

0.7 

39.7 

60 

MERCANTILE  BANCORPORATION 

9476 

7532 

16 

83/17 

0 

5900 

9 

60.6 

22 

1.1 

21.4 

61 

FIRST  TENNESSEE  NATIONAL 

8926 

6917 

2 

79  /21 

NA 

4522 

2 

43.2 

-20 

0.8 

11.0 

62 

FIRST  MARYLAND  BANCORP 

8850 

6819 

-2 

74/26 

2 

5325 

-8 

55.7 

-19 

1.1 

23.0 

63 

CENTRAL  FIDELITY  BANKS 

8712 

6672 

29 

88/12 

0 

3953 

9 

99.8 

100 

1.6 

27.8 

64 

OLD  KENT  FINANCIAL 

8699 

7254 

1 

86/14 

3 

4908 

-4 

57.7 

45 

0.5 

27.2 

65 

BANK  OF  TOKYO  TRUST 

8456 

5113 

1  1 

86/14 

74 

5551 

19 

164.7 

62 

2.6 

10.4 

66 

FIRST  ALABAMA  BANCSHARES 

7881 

6701 

13 

84/16 

0 

5342 

22 

27.1 

13 

0.3 

22.6 

67 

MARSHALL  &  ILSLEY 

7850 

6212 

1 

74/26 

0 

4879 

2 

15.2 

-26 

0.1 

19.1 

68 

STAR  BAHC 

7715 

6403 

18 

82/18 

0 

4933 

2 

40.9 

2 

0.8 

20.2 

69 

FIRST  SECURITY 

7608 

5685 

7 

80/20 

0 

4992 

5 

29.9 

-34 

0.5 

14.0 

70 

COMMERCE  BANCSHARES 

7542 

6459 

10 

80/20 

0 

3687 

1 1 

19.1 

1 

0.2 

15.7 

71 

SANWA  BANK 

7282 

5577 

4 

77/23 

17 

5097 

4 

78.4 

32 

1.2 

26.8 

72 

WEST  ONE  BANCORP 

7134 

5636 

39 

80/20 

0 

4532 

30 

14.3 

-52 

0.3 

18.6 

73 

FIRST  VIRGINIA  BANKS 

6841 

6014 

12 

83/17 

0 

3842 

9 

174 

24 

0.4 

12.1 

74 

CENTRAL  BANCSHARES  OF  THE  SOUTH  6736 

5105 

7 

79/21 

0 

4441 

18 

50.0 

37 

0.6 

20.2 

75 

FIRST  AMERICAN 

6716 

5522 

4 

80/20 

0 

3699 

-3 

38.5 

-25 

1.1 

11.8 

76 

BB&T  FINANCIAL 

6691 

5346 

3 

87/13 

2 

4525 

7 

29.0 

-24 

0.5 

29.3 

77 

FIRST  HAWAIIAN 

6553 

5088 

-5 

79/21 

4 

4396 

2 

12.8 

25 

0.3 

26.3 

78 

MBNA 

6455 

4569 

-10 

98/2 

2 

3979 

14 

97.5 

12 

3.0 

0.0 

79 

FIRST  COMMERCE 

6124 

5079 

17 

79/21 

0 

2239 

-2 

22.0 

-50 

0.7 

20.2 

80 

EUROPEAN  AMERICAN  BANK 

5638 

4428 

3 

71  /29 

2 

1926 

1 

36.6 

-13 

1.6 

17.1 

81 

FOURTH  FINANCIAL 

5613 

4511 

8 

81  /19 

0 

2229 

-3 

15.5 

-55 

0.8 

12.8 

82 

MERCANTILE  BANKSHARES 

5460 

4517 

6 

80/20 

0 

3489 

3 

45.3 

117 

0.7 

26.7 

83 

FIRST  CITIZENS  BANCSHARES 

5414 

4817 

0 

85/15 

0 

3208 

3 

17.5 

12 

0.4 

11.6 

84 

SUMITOMO  BAHK  OF  CALIFORNIA 

5399 

4848 

2 

92/8 

24 

4628 

2 

57.0 

22 

1.2 

774 

85 

UHION  PLANTERS 

5262 

4450 

39 

86/14 

NA 

2315 

19 

18.6 

-25 

0.9 

16.5 

86 

SYNOVUS  FINANCIAL 

5184 

4405 

4 

85/15 

0 

3648 

8 

30.5 

14 

0.7 

NA 

87 

RIGGS  HATIOHAL 

5079 

4438 

10 

80  /20 

15 

2138 

-29 

46.8 

8 

2.6 

23.4 

88 

INDUSTRIAL  BANK  OF  JAPAN  TRUST 

5047 

1867 

-28 

97/3 

90 

2305 

-6 

29.8 

1 

0.7 

13.4 

89 

UNITED  MISSOURI  BANCSHARES 

5003 

3843 

13 

73  /27 

0 

1483 

10 

3.0 

-51 

0.4 

9.5 

90 

DEPOSIT  GUARANTY 

4994 

4002 

-2 

77/23 

0 

2242 

-3 

10.4 

-40 

1.1 

23.8 

91 

HIBERNIA 

4734 

4036 

-24 

81  /20 

0 

2360 

-37 

66.3 

-63 

2.7 

32.8 

92 

SOUTHERN  NATIONAL 

4598 

3791 

18 

87/13 

0 

2822 

18 

14.4 

-23 

0.5 

9.1 

93 

DAUPHIN  DEPOSIT 

4573 

3401 

2 

88/12 

0 

2195 

0 

10.9 

5 

0.3 

24.0 

94 

LIBERTY  NATIONAL  BANCO* 

4566 

3761 

4 

80/20 

1 

3221 

9 

26.6 

4 

0.8 

18.3 

95 

BANK  SOUTH 

4464 

3632 

0 

77/23 

0 

2658 

-4 

31.0 

-58 

1.5 

31.3 

96 

VALLEY  BANCORPORATION 

4384 

3833 

1 1 

86/14 

0 

3056 

16 

8  4 

0 

0.2 

28.2 

97 

WILMINGTON  TRUST 

4285 

3274 

-4 

84/16 

0 

2997 

-1 

13.0 

-17 

0.4 

25.0 

98 

NATIONAL  COMMUNITY  BANK 

4182 

3812 

4 

68/32 

0 

2211 

-10 

16.1 

-49 

1.0 

30.4 

99 

TRUSTMARK 

4085 

3197 

1 

82/18 

0 

1906 

1 

24  1 

-5 

0.8 

19.8 

100 

SUMMIT  BANCORPORATION 

4059 

3577 

7 

82/18 

0 

2478 

-1 

23  5 

2 

0.9 

28.0 

ALL-COMPANY  COMPOSITE  (Dollar  figures  in  billions)  2491.7 

1765.1 

3 

79  /21 

15 

1448.5 

2 

19.7 

-19 

1.4 

15.6 

Footnotes  on  page  149  _  _„ 
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E 

D 

H 

PERFORMANCE 

MARKET  VALUE 

RETURN 

RETURN 

NET 

NET 

5-YEAR 

OPER 

NET 

CHG 

IMTCDCCT 
1  IN  1  CKtO  1 

CHG 

IK. \/T\  kk  C 

AVER. 

CHG. 

INCOME 

INCOME 

FROM 

ASSETS 

LEVER- 

EQUITY 

INCOME 

FROM 

AS  %  OF 

GROWTH 

FROM 

1992 

1992 

1991 

1 992 

AGE 

1992 

1992 

1991 

NET  INT. 

EPS 

DIVIDEND 

3/31/93 

1992 

$  MIL. 

$  MIL. 

% 

% 

1992 

% 

S  MIL. 

% 

INCOME 

% 

YIELD 

S  MIL. 

% 

RANK 

99.2 

109.2 

NM 

0.98 

14.5 

14.2 

455 

8 

24.0 

15.6 

2.17 

1546 

92 

42 

76.4 

113.4 

62 

1.16 

164 

19.0 

383 

26 

29.6 

9.0 

2.75 

1538 

75 

44 

59.8d 

59.8 

19 

0.56 

13.5 

7.6 

428 

3 

14.0 

-11.1 

3.33 

894 

23 

72 

88.2 

92.7 

8 

0.71 

23.6 

16.7 

369 

17 

25.1 

NA 

NA 

NM* 

NM 

NR 

163.1 

164.1 

19 

1.75 

9.9 

17.4 

411 

17 

39.9 

13.0 

1.75 

3276 

20 

29 

84.9 

85.1 

32 

0.89 

14.2 

12.7 

536 

10 

15.9 

5.3 

2.74 

955 

34 

69 

14.8 

59.2 

514 

0.63 

17.6 

11.1 

421 

5 

14.1 

-21.3 

0.40 

928 

103 

70 

99.0 

102.0 

27 

1.11 

12.2 

13.6 

395 

16 

25.8 

6.1 

3.52 

1326 

25 

51 

81.9 

97.9 

46 

0.99 

17.6 

17.4 

438 

30 

22.4 

20.7 

1.07 

1024 

25 

64 

83.9 

85.0 

28 

0.94 

14.7 

13.7 

371 

24 

22.9 

94.2 

2.85 

1206 

68 

58 

89.2d 

89.2 

22 

1.07 

14.4 

15.4 

331 

15 

27.0 

NA 

3.33 

1216 

26 

56 

88.7 

92.5 

23 

1.03 

13.8 

14.2 

375 

20 

24.7 

NA 

NA 

NM* 

NM 

NR 

78.5 

78.5 

30 

1.06 

14.7 

15.5 

305 

20 

25.7 

10.4 

3.25 

1182 

51 

59 

107.3 

111.1 

19 

1.27 

12.8 

16.2 

394 

13 

28.2 

7.4 

3.03 

1390 

35 

49 

-44.8d 

-44.8 

NM 

-0.48 

19.6 

-9.5 

138 

-7 

-32.6 

NA 

NA 

NM* 

NM 

NR 

95.1 

95.0 

21 

1.34 

11.6 

15.6 

323 

17 

29.4 

10.7 

2.71 

1300 

36 

52 

111.7 

116.6 

17 

1.56 

10.5 

16.3 

319 

5 

36.6 

12.1 

2.11 

1502 

35 

47 

75.2 

76.1 

16 

1.05 

12.7 

13.3 

313 

14 

24.3 

8.9 

3.07 

1103 

36 

60 

86.3 

86.6 

45 

1.20 

11.8 

14.1 

338 

20 

25.7 

17.1 

2.67 

1091 

24 

61 

64.5 

71.7 

20 

1.04 

12.4 

12.9 

250 

11 

28.6 

11.8 

1.66 

1001 

44 

66 

12.7 

15.8 

-55 

0.22 

11.7 

2.5 

285 

6 

5.5 

NA 

NA 

NM* 

NM 

NR 

62.3 

63.4 

54 

1.08 

13.8 

14.9 

252 

20 

25.2 

20.0 

2.41 

833 

55 

73 

97.5 

97.5 

40 

1.50 

11.4 

17.1 

329 

24 

29.6 

8.4 

2.76 

1211 

47 

57 

73.9 

74.4 

21 

1.12 

14.7 

16.6 

307 

23 

24.2 

16.9 

3.04 

902 

38 

71 

43.8 

42.0 

148 

0.65 

15.5 

10.0 

256 

15 

16.4 

-4.1 

1.36 

761 

50 

75 

72.5 

76.1 

26 

1.18 

12.3 

14.5 

285 

19 

26.7 

8.8 

2.95 

962 

43 

68 

86.8 

86.9 

6 

1.33 

12.4 

16.5 

276 

5 

31.5 

15.5 

3.70 

983 

17 

67 

172.7 

172.7 

16 

2.96 

9.6 

28.5 

359 

49 

48.1 

18.3 

3.92 

2426 

22 

35 

72.3 

72.5 

113 

1.19 

19.2 

22.9 

242 

21 

30.0 

23.6 

2.67 

733 

58 

76 

52.5 

36.4 

437 

1.12 

16.8 

18.8 

223 

16 

16.3 

NA 

NA 

NM* 

NM 

NR 

53.5 

53.2 

110 

0.98 

14.1 

13.8 

202 

8 

26.3 

3.8 

3.07 

684 

20 

77 

60.3 

76.3 

8 

1.45 

9.2 

13.3 

232 

9 

32.8 

7.0 

2.55 

1076 

28 

63 

50.2 

51.8 

77 

0.98 

17.2 

16.8 

221 

24 

23.4 

15.0 

1.11 

519 

81 

87 

28.1 

31.5 

-26 

0.60 

16.2 

9.8 

225 

1 

14.0 

8.0 

5.42 

253 

22 

91 

33.2 

41.4 

51 

0.74 

18.4 

13.7 

200 

24 

20.7 

24.8 

2.48 

487 

94 

88 

61.8 

61.2 

26 

1.22 

12.7 

15.5 

196 

-15 

31.3 

9.2 

1.30 

1269 

45 

54 

-40.0 

-19.8 

NM 

-0.38 

20.0 

-7.5 

144 

-11 

-13.7 

NM 

0.00 

268 

42 

90 

16.9 

16.9 

-25 

0.39 

9.4 

3.7 

69e 

-6 

24.6 

38.8 

NA 

NM* 

NM 

NR 

35.9 

39.4 

0 

0.85 

12.0 

10.2 

137 

0 

28.8 

5.5 

2.01 

548 

2 

84 

45.6 

45.5 

41 

0.95 

15.1 

14.4 

175 

8 

26.0 

7.2 

2.80 

541 

93 

85 

-25.1 

-7.9 

NM 

-0.16 

24.0 

-3.7 

203 

-18 

-3.9 

NM 

0.00 

628 

406 

79 

50.1 

50.1 

63 

1.06 

15.5 

16.4 

201 

31 

24.9 

12.0 

2.74 

552 

54 

83 

54.6 

57.2 

8 

1.32 

10.7 

14.1 

168 

8 

34.1 

5.9 

2.99 

796 

64 

74 

44.1 

45.6 

21 

1.06 

12.9 

13.6 

180 

14 

25  3 

6.8 

2.59 

652 

20 

78 

22.8 

28.3 

NM 

0.63 

16.2 

10.1 

171 

-3 

16.6 

-6.2 

0.29 

570 

87 

81 

39.1 

39.8 

30 

0.98 

13.7 

13.3 

173 

15 

23.0 

8.4 

3.14 

580 

45 

80 

77.3 

78.8 

8 

1.90 

11.3 

21.5 

177 

4 

44.4 

11.2 

3.10 

1081 

21 

62 

23.8 

23.8 

92 

0.57 

17.8 

10.2 

177 

3 

13.4 

-22.3 

1.31 

569 

176 

82 

36.4 

38.3 

39 

0.97 

14.0 

13.6 

166 

17 

23.1 

5.7 

2.46 

447 

49 

89 

28.9 

29.4 

39 

0.73 

13.4 

9.8 

167 

9 

176 

-10.6 

3.68 

539 

62 

86 

19.0 

20.5 

105 

0.79 

16.7 

13.1 

90.8 

13 

22.6 

-0.9 

2.66 

267.9 

44 
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FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX:  (3 1 2)  337-5633  OR  WRITE 


mm  BUSINESS  _  WE  E  K 

Marketplace 


BUSINESS  WEEK  MARKET  PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


BLack  W 
?4K  Gold  1120 
56  00  SSH 


Don't  Lose  Their  Attention! 

3nghl  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation. 


$72 

Silver 

Q  RIP€< 

55  Oak  Cowl,  Danville.  CA  94526 
Td  510-820-1 763  Fax  510-820-8738 


800-854-6686  Dept.  h 


Business  Opportunities 


FREE 

CBSI  486  SX  Computer 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free; 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-441 5 ) 


Office  Supplies/Equipment 


America's  Lowest  Priced  J 
Office  Supplies  Direct  to  You 

niOljjSALlj 

Itallpoint  v»  /Mr/r*} 

Pen  ,-&^J 
Medium  jr 
Black     {i  ■ 

* 

flCSMllBLK 
80*  Dozen 

uquio  Hi 

P3PER  jpimjl 

White  f^k 
Correction  i&EI 
Fluid  kS<l 
#56401 
^6^~  Dozen 

Genuine  "fcIhvoD 
HP  InkJet 
Cartridge  = 
for      -  iTjA 

DeskJet 

#5I626A 
$2089  Each 

Letter  Smmd^ 

Size  1/3  r=^ 

Cut  r1'  \ 
Folders  \ 

#1S3L 

$2"bx/ioo 

You  simply  won't  find  lower  pnces  on  brand  name  office  supplies  titan  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it!  Call  for  details  and  your  free  catalog. 

1-800-962-9162  moms 

Sales  Promotions/Premiums 


Wear  Your  Log), 


hoose  from  our  selection  of  premium 
American  made  casual  wear  and 
get  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices.  * 

1800229-0706 

UniFirsc  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  3 1 204  | 


Business  Furnishings 


Leather  Recliner 
with  ottoman 


ffAAA  +$15 

SHIPPING 

MC  &  VISA  ACCEPTED 

This  will  be  your 
favorite  chair. 
We  guarantee 
it  or 
your 
money 
back. 

•Available  in  BLACK  or  CREAM 
•Top  grain  cowhide  wiih  matched  vinyl  on  outside  &  back 
•Steel  swivel  base  with  baked  powdercoat  finish 
Send  check  or  money  order  to: 

THE  SOFA  SHOPPE 
480  Morro  Bay  Blvd  .  Morro  Bay,  CA  93442 


1-800-654-9787  EXT.  0871 


WOODEN 

Upscale  Point  of  Purchase 

Displays 
Call  Toll  Free  for  Catalogue 

1-800/568-2531 

Take  One  Inc.  •  Los  Angeles,  CA 
Fax  213/255-1280 


Golf 


GOLF  CLUBS  FACTORY  DIRECT 


GOLF  CLONES-lron  Copies-Zing, 
Silver  Scot  845s,  Ultra  45, 
Original  Controller  all  with  TTLite 
shafts,  Line  Grips  set  =  $189 
Wood  copies  Big  Bertha  $69  ea, 
set  =  $189. 

Customer  Service  1-800/238-3343 


High  Tech  Products 


NOW 

AVAILABLE 


RUSSIAN 
BINOCULARS 

Brand  new  binoculars 
are  incredibly  powerful, 
durable,  and  light. 


Make  great 
corporate  gifts 
What  every 
outdoorsman 
needs 

 I 

16  x  50 
All-purpose 
binocs! 

$12995 

20x60 
I  Like  a  mini- 
I  telescope! 
$17995 

High-tech  night  vision  from 
$450-$10,000H 

Ask  about  our 
gyro-stabilized  binocs! 

For  Information  and  Orders 


1-800-945-9103 

Intertech 
Suite  E206  •  1130  Ten  Rod  Road 
North  Kingstown,  Rl  02852 


Education/Instruction 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTOR; 

For  Work,  Lite  and  Acadtlc 
Eiperience  *  No  Classro 
Attendance  Required! 


Call  (800)  423-324 

or  send  detailed  resting 
for  Free  Evaluation 

Pacific  Western  Universiljj 

600  N  Sepulveda  FJlvd  .  Dept  170  | 
Los  Angeles,  CA  90049  USA  1 


FREE  VIDEO 


EXTERNAL  DEGREE  t 

BA/BS  MS/MBA  PhD/JD  ■ 
Credit  tor  work  /life  exp.  •  Accredit  t< 
(800)  444-8569  (24  hrs.)  h 

LaSalle  University* 

Dept.  569  Mandeville,  LA  70470-4(8 


University  Degrees 

Accredited  University  home  stite- 
Associate,  Bachelor,  MBA  degrei 
Paralegal,  Marketing,  Manager™ 
Health  Care  AdminisTrati 
International  Business,  Hun 
Resources.  Call  (800)  477-2254 
Southern  California  University 
202  Fashion-BW,  Tustin  CA  92e 


Sales  Promotion/Marketi 


Sales  Leads  &  Mailing  Li 


» 10  Million  U  S  Businesses  - 

•  78  Million  Consumers/ Resident 

•  or  Any  List  You  Need! 
FREE  Catalog  Call  (402)  331-7169  or  wr 

American  Business  Lists 

P  O  Box  27347  •  Dept.  01-083 
Omaha,  NE  68127  •  FAX  (402)  331-1 


od  are  your  salespeople?  The 
I  50  question  sales  test  that  measures  13 
I  ing  skills!  Scored  on  your  PC,  it  shows 
I  your  salesperson  ranks  compared  to 
I  300,000  other  salespeople!  Produces  8  t 
I  pages  of  Narrative  Reports.  1  Sample  te 
I  software  to  score  sample,  Reg.  $50,  ( 
$12  95,  or  CALL  for  FREE  Color  Broch 


Cable  TV 


6 


CABLE  TV  DESCRAMBLEf 

CONVERTERS,  ACCESSORY 

Name  Brands.  Lowest  Prices.  Best  Sen z 
For  FREE  16-page  color  catalog  ca 

^SEfiTPOO)  234-10(1 


FREE  CATALOG!  1-800-345-8 
JERROLD  HAMLIN  OAK  E j 

CABLE  TV  DESCRAMBLER 


1  Special  prices'  •  Compare  Our  tow  fl 


Pnces1  •  Orders  From  Stock  Shipped  Immedi; 
•  Guaranteed  Warranties  &  Prices! 
•  All  Mai  or  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 

73257?  Reseda,  Dept  866  Reseda,  CA  9 
For  caldlog,  ciders  it  .nlo     1  600  345  8' 


Businesses  -  Clubs  ■  Associations  ■  Events 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312|  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


mm  BUSINESS  _  WEE  K 

Marketplace 


BUSINESS  WEEK  MARKET  PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


SEARCH  REPORTS 

J50  academic  topics  available! 
d  $2  00  for  the  290-page  catalog 
torn-written  reports  also  available. 

RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 

Los  Angeles,  CA  90025 
ill  Free  Hotline:  800-351 -0222 
(California:31 0-477-8226) 


Business  Services 

itify  HIGH-RISK  job  candidates 

before  you  hire! 
vIS  Inexpensive  Written  Tests 
ve  You  Results  in  3  Minutes. 

ed  in  accordance  w/EEOC  &  APA  guidelines 

Call  800-424-9853 

for  literature  &  free  samples 

i  TESTING  -  Miller  PI.  NY  11764 

usiness  Opportunities 


iONAUZED  CHILDREN'S  BOOKS 


nail  investment  into  that  profitable  business  you  have 
drecmed  about!  An  excellent  home  operated 
f\  Books  sell  fast  in  stores!  At  fairs!  Malls!  Ur 
Jcr  .  -  .  anywhere  there  are  people.  It's  easy  to 
lOPey  selling  our  exciting  line  of  personalized 
lany  other  exriting  products  available. 

Call  today!  214-248-9100 
n    *     D&K  Enterprises,  Inc. 
jgsT  3216  Commander,  Suite  101,  Dept  21 

Carrollton,  Terns  75006  


START  YOUR  OWN 


IVATE  POSTAL  CENTER 


(.BOX  MANUFACTURER  has  free 
>ox  catalog  and  information  on 
te  Postal  Centers  and  related  busi- 
;ervices.  HIGH  PROFIT  I 


Oil  Lire  (800)  323-3003 

|         nl5   .nCA  (213)232-6181 

"  1010  E.  62nd  St.  L.A.,  CA  90001 

People  Committed  to  Quality  Since  1 93d 


Telecommunications 

AVE  BIG 

LONG  DISTANCE  CALLS 

)  Low  Rate  Anywhere  in  USA 

national  Rates  30%  -  50%  Less 
EES  ■  L.D.  Bill  Must  Exceed  $100 
■800-572-1818  ext.133  or  132 

swsletters/Periodicals 


>mputer  Business 

THE  TREND  AWARENESS  TOOL 

•  New  and  Sigmticant  in  Computers  and 
unications  (local  area  networks.  WANs) 
is,  Notebook-size  PCs,  Apple's  Newton, 
ompatible  PCs,  Compaq,  Oell  etc:  Sun 
itations,  DEC:  Send  $145  for  1-yr 
'iption  to  Box  45923,  Los  Angeles,  CA 
($175/yr  outside  US  &  Canada).  Or  $20 
nple  issue.  (20  groups  -  SW,  Mkt.  rsch 
iver  60  of  best  recent  articles  abstracted 
ipnth  Be  up-to-date  with  minimal  effort 


ETIRE  EARLY! 

.egies  to  quit  the  rat  race  for  a 
ling  new  career,  saner  lifestyle! 
E:  30-page  report  "The  25  Keys 

Secure  Early  Retirement," 
S  issue  of  newsletter,  Early 
rement  Advisor.  Send  $2.95 

(CK/MO)  to:  DataTrends,  Box 
Merrifield,  VA  22116. 


de  Shows/Conferences 
nd  EXPERT  AMERICA 


porting  show  and  conference  for 
ufacrurers  and  export  development 
nizations.  Meet  overseas  multi-line 

distributors  and  agents. 
Miami,  FL.  September  1993, 
National  Productions,  Inc. 


508-745-8914  for  details 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-till 

feature 
•Adjustable 

neck  rest 

•Built-in  adjustable 
lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6 


BackSaver  Call  1-800-251-2225 

 1   fax  24  hrs.  I -8II0-44.V9MW 

53  Jeffrey  Ave.  BWE.  Holliston.  MA  01746 


Sports  Equipment 


Cheat 
At  Tennis 


ItennistutorI  Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Investment  Opportunities 


#1  FUND  1991-92" 

THE 

AMERICAN  HERITAGE 
FUND 

An  aggressive  Mutual  Fund 
designed  for  investors  seeking 
maximum  capital  growth 

■  100%  No  Load/No  Sales  Fee 

■  No  Redemption  Fees 

■  IRA/Keogh  Plans 

CALL: 

1-800-735-1243 

Or  write  for  a  Free 
Prospectus  with  complete 
information  including  charges, 
risks  and  expenses  Please 
read  it  carefully  before  you 
invest  or  send  money 

'The  Fund  was  ranked 
America's  number  one  per- 
forming Capital  Appreciation 
Fund  for  1991-92  by  Lipper 


n 


formerly  Inveslmenl 

Past  performance  does  siraiegisi  ior  Deuische 
not  guarantee  future  results   Sank  Capital  Corp 

Fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost 

THE  AMERICAN  HERITAGE  FUND,  INC. 

31  West  52nd  Street.  New  York.  NY  10019  JjS^ 
1-800-735-1243  V^V 


Corporate  Gifts 


100%  Cotton/Your  Logo!  - 
Buy  Factory  Direct  and  Save 


At  the  Queensboro  Shirt  Company,  we  don't  ju.st  make  our  own 
shirts,  we  make  our  own  cloth!  You  buy  direct,  get  a  better  shirt, 
and  save.  Special  New  Customer  Trial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  call: 

1-800-847-4478        fax  1-718-782-4614 
The  Queensboro  Shirt  Company 
Dept.  BW35,  80  N  5th  St.,  Williamsburg,  NY  11211 


Presentation  Equipment 


Travel  Light 

The  13  lb.  Bantam  professional  overhead 
projector  improves  any  presentation.  A  best 
buy  starting  at  $395.  Call  now  for  a  FREE 
brochure  on  our  complete  projector  line. 
AMJcllacsn  1-800-426-0852 

PRODUCTS  COMPANY  ******** 

P.O.  Box  1456,  Beilevue,  WA  98009  206-454-0694 


ft 


%2 


Corporate  Gifts 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  x 
andguality.  Send  for  dH 
FREE  CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere 


HITCHCOCK  SHOES,  INC 

Dept.  55E  Hingham,  MA  02043 


BUILD  TEAM  SPIRIT 


CUSTOM  DESIGNED 
PINS  FROM  YOUR  LOGO 

FREE  PINS 

WITH  YOUR  ORDER 

call  1-800-229-PINSext58 

FAX  YOUR  LOGO  TO:  (213)  962-0594 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOUR* 


(800)  252-5966 
3)322-4142,  FAX:  (203)  329-784? 


Send  us  your  color  logo'  along 
with  $10.50  and  we'll  rush  you 
a  personalized  woriing  quartz 
watch  sample  as  our  convincer! 

A  timely  Idea  tor 
Incentive  •  Premium  •  Dealer/Loader  •  Business  Gift 
Convention  or  Meeting 

ILimu  2  samples  pet  company  &  SI050  each} 

FREE  CATALOG  - FAX  18181288-6200  OR  WRITE: 
IDEAL  WATCHES.  CO 
8033  SUNSET  BLVD  #63   LOS  ANGELES,  CA  90046 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


„  EMBROIDERED 
•AW*?*)*'  caps  as 

*^  TS^V    *         LOW  AS 


$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


'ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Exporting 


i 


SOFTWARE  TO  CARRY  YOU 
THROUGH  THE  EXPORT  THICKET 


When  it  conies  to  red 
tape  the  tangled 
process  of  export- 
ing w  ins  a  blue  ribbon.  Ship- 
ping goods  overseas  requires 
filling  out  so  many  forms, 
complying  with  so  many  regu- 
lations, and  dealing  with  so 
many  people  who  may  not 
speak  your  language  that 
thousands  of  small  companies 
throw  up  their  hands— and 
stick  solely  with  U.S.  custom- 
ers. "A  lot  of  companies  have 
avoided  exporting  because 
they  think  it's  too  much  has- 
sle," says  Robert  Windsor,  ex- 
ecutive director  of  the  Nation- 
al Committee  on  International 
Trade  Documentation  (NCITD), 
an  Alexandria  (Va.)  grou] 
that  helps  people  get  through 
the  export  maze. 

Despite  the  headaches,  it 
is  possible  for  neophytes  to 
figure  out  the  complexities  ol 
exporting.  The  best  route  is 
computer  software  that  auto- 
matically generates  forms,  as- 
sures compliance  with  regu- 
lations, and  keeps  tabs  on 
overseas  customers. 
SMALL  PACKAGES.  The  effort 

is  usually  worth  it.  Smal 
manufacturers  find  that 
exporting    may    be  the 
quickest  and  surest  way 
to  double  their  sales.  And 
even  though  the  value 
some  $580  billion  of  U.  S. 
goods  sold  overseas  each 
year  is  dominated  by  big-tick- 
et items  from  companies  such 
as  I  toeing  and  General  Elec- 
tric, smaller  shipments  are  ac- 
tually more  prevalent.  In  L991, 
52/4  of  all  export  transactions 
were  valued  at  under  $10,000, 
according  to  the  U.S.  Census 
Bureau,  one  of  the  many  par- 
ties to  which  exporters  must 
send  documents. 

Since  even  small  shipments 
require  a  fixed  amount  of  pa- 
perwork, it  doesn't  pay  to  do 
it  if  you're  not  efficient.  'And 


i  he  only  tool  you  can  use  to 
do  that  is  software."  says  Les- 
lie Stroh,  publisher  of  The  Ex- 
porter, a  New  York-based 
trade  journal.  Some  two  doz- 
en companies  sell  export-au- 
tomation  software.  Among 
them  are  Syntra  in  New 
York;  Export  Software  Inter- 
national in  Keston.  Va.;  and 
Chicago- based  Internal  ion  a  I 
Software  Marketing. 

The  NCITD,  also  known  as 
the  International  Trade  Facil- 
itation Council,  is  a  good 
source  of  information  on  the 
different  packages  available 
7(1.'!  519-0661).  From  May  26 
to  L'S,  the  group  will  hold  a 
Washington-area  expo  at 
which  most  of  the  software 
will  be  demonstrated. 

The  programs  start  at 
$5,000  and  run  on  IBM-com- 
patible PCs.  Larger  exporters 
may  want  to  spring  for  sys- 
tems that 
$250,000  am 


AS/400  minicomputers.  That 
may  sound  like  a  lot  of  mon- 
ey, but  such  highly  special- 
ized programs  would  cost 
much  more  to  create  from 
scratch.  Since  every  type  of 
export  transaction  is  differ- 
ent, Stroh  suggests  that  com- 
panies first  assess  their  needs 
by  getting  in  touch  with  the 
parties  that  require  documen- 
tation. Most  exporters  deal 
with  what's  known  as  a 
freight  forwarder— a  company 
that  facilitates  the  transaction 
and  helps  you  make  a  connec- 
tion with  export  brokers  in 
foreign  lands.  Freight  for- 
warders are  listed  in  the  yel 
low  pages.  Your  local  port  au- 
thority and  chamber  of 
commerce  can  help  you  se- 
lect a  good  one. 

Most  programs 
help  you  create 


the  many  different  docum 
you'll  need  to  complete  ar 
port  transaction.  Among  t 
are  commercial  invoices,  t 
try-of-origin  certificates,  r 
ing  slips  in  different  lang 
es,  correspondence 
government  agencies,  anc 
port-declaration  forms.  V 
out  the  software,  you'c 
forced  to  type  out  all  t 
documents  individually, 
EXACT  MATCH.  That  can  b 
dious  work  because  of  the| 
el  of  detail  required.  Fo 
stance,  when  a  custom 
India  wants  to  import 
goods,  you  generally  ha 
receive  a  let- 
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of  credit  from  that  cus- 
ler's  bank.  "If  your  docu- 
nts  don't  match  the  letter 
:redit  exactly,  you  may  not 

paid,"  says  Pano  Anthos, 
sident  of  Syntra.  Starting 
>10,000,  Syntra's  X-TRA  pro- 
m  for  IBM-compatible  PCs 

word-processing  and  data- 
e  features  that  allow  you 
quickly  insert  into  your 
Dices  the  appropriate  legal 
ises  and  financial 
rmation  that  are 
uired  by  all 
js  of  foreign 
ks. 

^hese  pro- 
ms can  also 
)  exporters 
lply  with 
lerous  do- 
5tic  and 


internation- 
al regulations. 
Failure  to  comply 
with  any  one  of  them 
d  result  in  hefty  fines  and 
publicity.  Among  the 
kiest  are  restrictions 
sd  table-of-denial  screen- 
;.  The  U.  S.  government 
os  extensive  lists  of  which 
ltries  are  embargoed  from 
jiving  certain  products, 
instance,  "you  can't  ship 
copter  parts  to  Iraq,"  says 
try  Ulrich,  chairman  of 
5.  Ulrich  &  Associates,  a 
ville  (N.Y.)  supplier  of  ex- 
t  software  for  AS/400 
puters.  His  program  pre- 
,s  the  tables  of  restrictions 
sensitive  products  such 
chemicals  and  high-tech 
ponents. 

/hile  most  exports  are 
ed  onto  ocean  liners,  some 

sent  via  air  freight.  It 
erally  costs  more,  but  it's 
iker.  Federal  Express, 
ted  Parcel  Service,  and 

all  provide  assistance  to 
orters  looking  to  auto- 
e— in  some  cases,  free  of 
•ge.  If  you  make  at  least 
shipments  per  day,  Feder- 
Ixpress  (901  369-3600)  will 
i  provide  you  with  a  free 
iware  and  software  sys- 


tem called 
PowerShip. 
The  cutting 
edge  in  export 
software  involves 
technology  known 
as  electronic  data 
interchange  (EDI).  In- 
stead of  mailing  your 
computer-generated  forms 
to  freight  forwarders,  cus- 
tomers, banks,  and  govern- 
ment agencies,  there  are  now 
numerous  ways  to  send  docu- 
ments electronically,  provided 
you  have  a  modem. 
CUSTOMS  PLAN.  But  be  care- 
ful. Each  country  and  indus- 
try tends  to  have  its  own  EDI 
standards.  So  you'll  need  dif- 
ferent electronic  forms  to 
send  clothing  than  you  will  to 
ship  computer  parts.  The 
U.  S.  Customs  Service  intends 
to  smooth  out  some  of  these 
incompatibilities.  It  is  cur- 
rently testing  an  extensive 
electronic  scheme  called  the 
Automated  Export  System. 
Most  export-software  compa- 
nies can  provide  the  programs 
to  get  you  started  with  this 
technology. 

Since  this  type  of  software 
is  not  sold  in  stores,  you'll 
have  to  get  in  touch  with  the 
companies  directly  to  arrange 
a  demonstration.  You'll  notice 
that  the  programs  don't  have 
the  pretty  graphics  and  win- 
dows of  most  popular  busi- 
ness software.  But  export-au- 
tomation programs  have 
become  much  easier  to  use  in 
the  past  few  years. 

Still,  New  York  market  re- 
searcher Trade  Data  Reports 
says  that  only  about  22'/  of 
manufacturers  with  20  to  100 
employees  export  their  wares. 
If  your  company  is  among  the 
other  78%,  buying  software 
to  set  up  a  smooth-running 
export  system  could  be  one 
of  the  best  investments  you 
can  make.       Evan  Schwartz 


Real  Estate 


FINALLY,  AN  S&L  WINDFALL 
FOR  THE  LITTLE  GUY 


■  n  their  haste  to  clean  up 

I  the  savings  and  loan  mess, 
H  government  officials  have 
often  sold  the  assets  of  failed 
thrifts  in  big  bundles.  That 
had  the  effect  of  locking  out 
small  investors.  But  thanks  to 
a  directive  from  the  Adminis- 
tration, the  Resolution  Trust 
Corp.  has  instituted  changes 
that  should  give  small  buyers 
first  crack  at  more  of  the  $100 
billion  in  assets  left  in  the 
RTC's  warehouses,  particularly 
residential  and  commercial 
real  estate. 

The  program  kicks  in  on 
May  18  when  the  RTC  will  be- 
gin auctioning  off  150  proper- 
ties in  26  states,  ranging  from 
$5,000  to  $5  million  in  as- 
sessed value.  Given  the 
changes,  individuals  "should 
give  the  rtc  a  second  look," 
says  Mitchell  Clarfield  of  Se- 
cured Capital  Corp.,  a  Los 
Angeles  investment  firm  with 
extensive  RTC  dealings. 

Small  investors— those  with 
up  to  $1  million  to  spend— 
will  get  dibs  on  the  rtc's  real 
estate  assets  for  at  least  120 
days  after  the  properties  have 


been  listed  for  sale.  And  until 
60  days  before  a  scheduled 
auction,  they  will  be  allowed 
to  pluck  specific  assets  out  of 
large  pools  offered  to  institu- 
tional buyers.  The  rtc  vows 
its  sales  will  have  more  of  a 
hometown  flavor:  The  agen- 
cy's open-outcry  auctions  will 
be  smaller,  with  more  local 
assets  on  the  block. 

To  find  out  which  proper- 
ties are  available— and  when 


they'll  be  sold— call  the  RTC 
at  800  782-3006.  Tell  the  rep- 
resentative what  type  of  prop- 
erty you're  interested  in,  and 
for  10<t  a  listing  (minimum  or- 
der: $5),  you'll  receive  within 
two  weeks  a  printout  of  as- 
sets that  fit  your  request.  Se- 
rious investors  might  consider 
a  subscription  to  RTCNET,  an 
on-line  data  base  operated  by 
Business  Information  Network 
(800  366-9246).  For  $192  a 
year,  plus  41<?  for  every  min- 
ute on-line,  you  can  use  a  per- 
sonal computer  and  modem  to 
conduct  searches  through  the 
rtc's  asset  data  liases.  All  rtc 
and  RTCNET  listings  provide 
information  about  each  prop- 
erty as  well  as  the  name  of  a 
local  broker  who  can  provide 
details. 

TREAD  CAREFULLY.  The  RTC  has 

also  put  out  booklets  designed 
to  help  potential  investors 
prepare  a  bid.  For-  an  inde- 
pendent perspective  on  the 
sales  process,  pick  up  a  copy 
of  Profiting  from  the  Bank  and 
Savings  &  Loan  Crisis  by  Ste- 
phen Pizzo  and  Paul  Muolo 
(Harper  Business,  $23).  Pub- 
lished this  past  February,  the 
book  reviews  the  RTC  sales 
made  so  far,  with  a  view  to 
determining  how  to  get  the 
best  deal.  For  instance,  the 
rtc  requires  at  least  15% 
down  if  the  agency  provides 
financing.  But  the  RTC  will 
sometimes  count  toward  the 
down  payment  money  that 
buyers  put  into  escrow  to  use 
later  for  renovations,  the  au- 
thors say. 

Prospective  investors  ought 
to  tread  carefully.  The  $316 
billion  in  properties  sold  by 
the  RTC  so  far  consisted  main- 
ly of  its  most  sought-after 
ones.  Hence,  determining  the 
true  market  value  for  the  re- 
maining assets  could  be 
trickier.  But  for  those  who 
are  willing  to  do  their  home- 
work, this  could  be  the  best 
time  yet  to  check  out  what 
has  become  the  mother  of  all 
garage  sales.        Dean  Foust 
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Smart  Money 

EASING  THE  ECONOMIC 
BURDENS  OF  TERMINAL  ILLNESS 


Financial  hardship  often 
adds  to  the  many  pres- 
sures facing  the  terminally 
ill.  But  there's  a  ready 
source  of  cash  for  the  dying: 
their  life  insurance. 

A  loan  against  a  life  in- 
surance policy  is  one  of  the 
first  places  that  someone 
who  is  terminally  ill  should 
look  for  help.  The  proceeds 
of  the  policy  can  pay  back 
family  members  and  friends 
who  have  the  means  to  lend 
a  large  sum  while  the  poli- 
cyholder is  still  alive.  Hold- 
ers of  whole  life  insurance, 
which  has  a  savings  compo- 
nent, can  take  out  a  person- 
al loan  up  to  the  policy's 
cash  value. 

If  neither  of  these  options 
is  feasible,  check  with  the 
insurance  company.  Primari- 
ly in  response  to  the  A I us 
epidemic,  about  150  insurers 
provide  payouts  to  terminal- 
ly ill  policyholders  as  a  "liv- 
ing benefit."  Insurers  may 


FINDING  FUNDS 
NEAR  THE  END 


Source            Payout  on  a 

$100,000  policy 

Lite  expectancy 
requirement 

PERSONAL    Up  to 
LOAN  $100,000 

None 

PRUDENTIAL  $96,000  plus 
$150  fee 

6  months 

METLIFE  $92,000 

12  months 

AFFIRMATIVE  $60,000  to 
LIFESTYLES*  $75,000 

12  to  30 
months 

'Settlement  company 

DATA  BUSINESS  WEEK 

charge  a  small  fee  but  often 
hand  over  more  than  90%  of 
the  policy's  face  value.  Pru- 
dential takes  about  a  4%  cut 
to  cover  the  loss  on  interest 
from  paying  the  benefit  ear- 
ly and  charges  a  $150  pro- 
cessing fee. 

Most  insured  people  still 
do  not  have  this  choice. 
Also,  insurers  typically  re- 
strict the  coverage  to  those 
policyholders  who  are  ex- 


pected to  live  only  6-12 
months.  The  National  Insur- 
ance Consumer  Helpline  (800 
942-4242)  can  provide  a  list 
of  insurers  that  offer  acceler- 
ated benefits. 

filling  A  void.  A  far  less 
remunerative  option  is  avail- 
able to  almost  any  policy- 
holder who  is  dying.  A  new 
industry  has  sprung  up  in 
the  past  four  years  that  will 
buy  policies  from  the  termi- 
nally ill,  paying  out  50%  to 
80%  of  the  death  benefit  in 
return  for  being  named  the 
beneficiary.  The  30  or  so  "vi- 
atica! settlement  companies" 
have  been  criticized  for  tak- 
ing advantage  of  the  dying. 
California,  Kansas,  and  New 
Mexico  are  the  first  states 
to  try  to  prevent  abuse  by 
creating  licensing  require- 
ments. Still,  because  pur- 
chasers will  work  with  al- 
most any  policyholder  who 
has  a  shortened  life  expec- 
tancy, these  companies  do  fill 
a  void  left  by  the  in- 
surance industry. 

Negotiating  a  set- 
tlement is  "about  as 
complicated  as  sell- 
ing a  used  car,"  says 
David  Petersen,  a  re- 
tired financial  ad- 
viser who  suffers 
from  cancer  and 
AIDS.  He  recom- 
mends shopping 
around  to  about  five 
settlement  companies 
for  the  best  price. 
The  process  can  take 
one  to  three  months 
and  requires  the  submission 
of  medical  records  and  a 
questionnaire.  For  a  list  of 
settlement  companies,  call 
Affording  Care,  a  nonprofit 
information  service  for  the 
seriously  ill,  at  212  262-9449. 

These  funds  are  now  tax- 
able, but  the  Internal  Reve- 
nue Service  is  expected  to 
adopt  a  rule  this  summer  to 
make  accelerated  benefits 
tax-free.  A  Diet/  Stone 


Electronics 


AT  LEAST  THE  TV 
MIGHT  LISTEN  TO  YOU 


If  you've  ever  had  the  urge 
to  yell  at  your  television, 
take  note:  Your  TV  may 
now  listen.  Also,  your  car 
stereo,  cellular  phone,  beep- 
er, and  personal  computer 
could  hang  on  your  words. 

Machines  that  respond  to 
the  voice  have  been  around 
since  the  late  1960s.  But  they 
were  the  province  of  business 
and  government.  Thanks  to 
advances  in  software  and  min- 
iaturization, though,  voice-rec- 
ognition is  finally  showing  up 
in  home  electronics. 

Late  last  year,  Voice  Pow- 
ered Technology  introduced  a 
$168  remote  control  that  can 
program  a  VCR,  operate  a  ca- 
ble box,  and  adjust  TV  vol- 
ume. Instead  of  fiddling  with 
dials  to  record  Seinfeld  on 
Channel  4,  you  just  say, 
"Four,  Thursday,  9:30  p.m., 
10:00  p.m."  You  need  only  say 
"Zap  it!"  to  fast-forward  past 
commercials  on  a  taped  show. 
THAT  REMINDS  ME.  This  fall, 
the  company  is  bringing  out  a 
personal  datebook  in  the  same 
price  range.  To  jog  your 
memory,  tell  the  unit:  "Lunch 
with  Joe  at  Luigi's,  Monday, 
noon."  Then  at  the  proper 
time,  the  unit  reminds  you. 

Most  other  voice-recogni- 
tion products  retail  for  at 
least  $1,000.  Several  car  sys- 
tems will  flial  phone  numbers, 
change  stations,  or  play  com- 


pact disks  on  command.  A 
Lexus,  and  Lincoln  offer 
sions  in  1993  models. 

If  you  want  to  get  a  s 
tern  without  buying  a  n 
car,  the  Clarion  CAL-10 
which  retails  for  $1,900,  ir 
grates  a  voice-controlled 
dio  and  cellular  phone  and 
into  a  standard  dashboa 
This  spring,  Blaupunkt  \ 
bring  out  a  car-phone-rac 
CD  system,  the  "Las  Vega* 

Although  the  systems  s 
have  some  kinks— such  a; 
limited  vocabulary— ho 
computers  are  slowly  beg 
ning  to  speak  our  langua 
DragonDictate-30K,  $ 
from  Dragon  Systems,  ha 
30, 000- word  vocabulary  t 
lets  you  enter  text  and  c 
trol  programs  by  voice.  E 
Verbex  Voice  Systems, 
for  Apple  computers,  Arti 
late  Systems,  make  cheap 
less  sophisticated  products 

Expect  to  start  talking 
more  of  your  home  applia 
es.  Voice  Powered  Technok 
is  negotiating  to  license  vc 
controls  for  everything  fr 
microwave  ovens  to  stere 
Researchers  at  Carnegie  IV 
Ion,  Massachusetts  Institi 
of  Technology,  and  other  i 
versities  are  working 
voice-language  translato 
phone  systems,  and  other  p 
jects.  Move  over  Capt 
Kirk.  Heather  Mil 
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We're  proud  to  accept 
this  once-in-a-lifetime 
honor.  Twice. 


COMPUTERWORLD 

I/S  BRAND  PREFERENCE1' 


1992 


ypArcr 

Data  Communications  Service? 


COMPUTERWORLD 

l/S  BRAND  PREFERENCE 


1993 


ypAT&T 

Data  Communications  Services 


For  the  second  year  in  a  row,  AT&T  has 
won  this  coveted  ComputerWorld  Brand 
Preference  Survey  Award.  And  these  victories 
taste  even  sweeter  knowing  the  votes  were 
cast  by  experts— the  readers  of 
ComputerWorld. 

In  the  area  of  data  communications 
services,  we  swept  the  Common  Carrier 
and  Satellite  categories,  while  picking  up  a 
victory  in  the  Value  Added  Carrier  area. 
That  means  we  were  chosen  Best  Technology 
Best  Price/Performance,  Best  Documentation* 
and  Most  Preferred  to  Do  Business  With. 
(Whew!)  Plus  were  particularly  proud  of  a 
win  for  Best  Service/Support. 

We  work  hard  to  provide  award-winning 


©  19S3  AT&T 

"Does  not  apply  to  Satellite  category  due  to  insufficient  response 


services  to  you.  Call  us  and  find  out  about 
AT&T  ACCUNET®  high-quality  private  line 
services,  the  AT&T InterSpan™  Services  a 
family  of  innovative  packet  and  frame  relay 
services  for  data  connectivity  solutions,  and 
reliable  AT&T  Tridom  satellite  network 
communications. 

Find  out  why  AT&T  Data  Communications 
Services  have  been  judged  one-of-a-kind.  Tivice. 

Call  1 800  247-1212,  Ext.  640. 
AT&T.  The  Best  in  the  BusinessT 


AT&T 


Personal  Business 


Travel 


ANCIENT  SYRIA'S 


I am  standing  on  the  stony 
ramparts  of  the  Krak  des 
Chevaliers,  a  vast  Crusad- 
er castle  built  in  the  early 
1200s  atop  a  Syrian  mountain. 
To  the  south  is  Lebanon's 
Bekaa  Valley  and  then  Israel. 
To  the  north,  Turkey,  and  to 
the  west,  between  the  moun- 
tains, is  a  shimmering  glimpse 
of  the  Mediterranean.  Amid 
the  castle's  towers,  Gothic 
church,  and  elaborate  moat,  I 
can  almost  hear  the  clang  of 
armor  and  the  cries  of  horse- 
men setting  out  in  search  of 
the  Holy  Grail. 

If  you  harbor  a  Raiders  of 
the  Lost  Ark  passion  for  an- 
cient cities  and  exotic  bazaars, 
Syria  may  be  for  you.  Once  a 
formidable  place  for  all  but 
the  most  intrepid  Westerners, 
Syria  is  becoming  tourist- 
friendly  for  the  first  time, 
thanks  to  a  variety  of  geopo- 
litical factors.  The  Soviet  Un- 
ion, the  country's  traditional 
political  patron,  is  no  more, 
and  the  Syrians  have  relaxed 
their  anti-Israeli  stance.  One 
restriction:  As  with  all  Aral) 


countries  except  Egypt,  en- 
try is  barred  if  your  passport 
shows  you've  been  to  Israel. 

Syria  is  packed  with  his- 
torical sites,  ranging  from  ru- 
ined Ugarit,  where  a  clever 
scribe  thought  up  the  first  al- 
phabet 3,000  years  ago,  to 
some  of  the  most  impressive 
Roman  ruins  outside  Italy. 
You  can  get  a  good  sense  of 
this  from  what  is  arguably 
the  country's  most  spectacular 
site:  Palmyra.  A  palm-stud- 
ded oasis  sitting  astride  the 
trade  routes  that 
once  connected  the 
Roman  Empire  with 
India,  Arabia,  and 
China,  Palmyra  be- 
came synonymous 
with  wealth  and  lux- 
ury. But  its  fate  was 
sealed  when  it  re- 
volted against  Rome  in  the 
3rd  century.  Defeated,  Palmy- 
ra became  a  deserted  city,  its 
magnificent  temples,  colon- 
nades, and  palaces  lost  in  the 
sands  until  recently.  Because 
few  Europeans  and  Americans 
visit  Syria,  you  can  have  ru- 


ins, such  as  the  1st  century 
Temple  of  Bel,  pretty  much 
to  yourself. 

It's  the  same  story  at  in- 
numerable other  places.  In 
the  country's  north  are  scores 
of  "dead  cities,"  early  Chris- 
tian and  Byzantine  hilltop  set- 
tlements abandoned  when 
Moslems  overran  the  country 
in  the  7th  century.  One  of  the 
most  beautiful  is  Qal'at  Sa- 
man,  a  massive  5th  century 
sanctuary  built  to  commem- 
orate Saint  Simeon  the  Sty- 


Frieze  frame: 
Many  such 
artifacts  were 
lost  in  the  sand 
until  recently 


lite.  Simeon  is  said  to  have 
spent  the  last  decades  of  his 
life  perched  on  a  marble  col- 
umn, the  remains  of  which 
can  still  be  seen. 

Although  such  ancient  sites 
are  the  country's  strong  point, 
do  not  overlook  the  Syria  of 


more  recent  times.  The  rM 
tal,  Damascus,  is  blightecbj 
the  usual  urban  probkis; 
such  as  overcrowding,  sum 
and  traffic.  (Here,  howefl 
the  huge  numbers  of  I'M 
cars  from  the  1950s  nil 
gridlock  a  pleasure  to  wait 
COLORS,  SMELLS.  Aleppo,  j| 
miles  north  of  Damaseusaj 
fers  more  for  the  tourist.  t& 
one,  it  retains  a  feel  ofi 
traditional  Middle  East  I 
is  fast  disappearing  from  1 
ro,  Jerusalem,  and  IstarM 
The  walled  old  city,  witljft 
covered  markets,  stun* 
15th  and  16th  century  pala 
72  mosques,  and  sm 
churches,  is  a  real  treal 
colors,  noises,  and  smells! 
best  restaurant  is  an  ele;l 
Armenian  eatery,  Vaii 
where  a  huge  meal  for  i 
with  Lebanese  wine  runs! 

Traveling  around  Syrii 
not  without  its  problems! 
though  the  roads  are  smel 
signs  aren't  common  and  i 
to  be  only  in  Arabic.  Oncfi 
lution;  a  car  and  driver,  wi 
can  be  arranged  in  Damal 
or  Aleppo  for  less  than  $]| 
day. 

The  round-trip  airfare 
New  York  to  Damascus 
set  you  back  $900  to  $1 
according  to  American  Ti 
in  Washington,  D.  C,  w 
specializes  in  the  Middle 
(202  835-0099).  Hotels  can 
$150  and  up  for  a  do 
room.  Even  though  there 
Sheraton  and  Me 
en  hotels  in  Da 
cus,  a  Syrian  lu 
chain  called  C 
Palace  is  the 
one  that  offers 
fortable  accomn 
tion  throughout 
country.  Cham  i 


brainchild  of  local  tourisr 
coon  Osmane  Aidi.  "Witi 
cultural  richness  we  have 
should  be  able  to  have  n 
many  more  tourists,"  he 
So  you  might  think  abou 
ing  to  Syria  before  ever 
else  does.  John  Ro. 


Worth  Noting 

n  DRUG  DEAL.  Why  wait  for 
President  Clinton  to  cap  drug 
prices?  You  can  score  big  dis- 
counts now  by  going  abroad, 


says  Travel  Smart  magazine. 
Ulcer  drug  Zantac  costs  $170 
for  100  tablets  in  the  U.  S.  but 
only  $39  in  Mexico  (without 
a  prescription)  or  $103  in  Can- 
ada. Your  insurance  may  even 
cover  the  cost. 


■  CABLE  COLLEGE.  Entrepre- 
neurs may  want  to  tune  in  to 
"Developing  and  Managing  a 
Small  Business,"  an  accelerat- 
ed series  of  four  courses  air- 
ing on  Mind  Extension  Uni- 
versity  (ME/u),   a  24-hour 


cable-education  network 
777-MIND).  Each  course 
twice  a  week  for  eight  w 
and  costs  $495.  Check 
other  colleges  to  find  o 
the  credits  will  count  to1 
an  undergraduate  degree 
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Here  is  a  special  catalog  from  Lands'  End: 


Fine  clothing  for  men  who  hate  to  shop, 

and  their  discerning  wives. 


We  named  it  "Beyond  Buttondowns" 
ind  here's  how  it  came  about: 


Ml  men  are  not  created  equal 
vhen  it  comes  to  their  patience 
n  shopping  today's  men  stores, 
vith  their  mix  of  intrusive  or 
ndifferent  clerks.  Nor  do  they 
ill  share  the  gift  for  recognizing 
rue  value,  and  choosing  what's 
>est  suited  to  them. 

We  know.  We're  among  those 
vho  depend  heavily  on  the  taste 
)f  discerning  wives,  with  their 
:xperienced  clutch  at  the  sleeve 
)f  a  hanging  sportcoat,  a  brazen 
glance  at  a  hidden  label,  and  a 
mowledgeable  riffle  through  a 
binding  array  of  ties. 

Hence,  our  new 
catalog  for  both. 

*Ve  call  it  "Beyond  Buttondowns", 
>oth  to  underline  its  un- 
jretentiousness,  and  its  origin. 
We're  the  no-nonsense  "cut  and 
;ewn"  people  who've  been  called 
ving  of  the  Buttondowns,  and 
ire  known  as  The  Place  for 
Sweaters.  So -even  though 
we're  now  moving  up  into  a 
wider  array  of  fine  clothing,  we 
promise  to  remain  true  to  our 
;mphasis  on  quality  first,  then 


comfortable  prices  that  denote 
value,  and  seamlessly  friendly 
customer  senil  e . 

Our  first  issue  of  this  new 
catalog  has  let  us  know  you're 
out  there-you  who  appreciate 
shopping  from  the  comfort  of  your 
own  home,  either  by  calling  our 
toll-free  number,  1-800-356-4444, 
or  through  the  mail.  And  who 
are  reassured  by  our  implacable 
guarantee.  So  gracious,  we  can 
state  it  in  two  words: 
GUARANTEED.  PERIOD. 

Just  off  the  press: 
our  second  issue. 

Like  our  premier  issue,  our 
newest  "Beyond  Buttondowns" 
features  out-sized  photos  of  our 
expanded  shirt  and  tie  lines,  with 
endlessly  informative  discussions 
of  what  they  are,  exactly,  how 
they  got  that  way,  and  why  they 
are  values. 

Then,  too,  when  appropriate, 
we  will  feature  the  rare  and  the 
ultimate  in  quality  and  value  In 
our  premier  issue,  it  was  the  John 
Partridge  trench  coat,  a  sell-out. 
In  this  issue,  it's  the  100%  Irish 


linen  jackets  for  men-the  genuine 
Moygashels,  in  Black,  Natural, 
Green,  Maize,  Indigo,  and 
Eggplant.  World  class  at  any 
price.  At  our  prices, 
incomparable! 


But,  enough  for  now. 
It's  your  move. 

By  all  means-phone  or  use  the 
coupon  at  right  for  your  copy  of 
"Beyond  Buttondowns".  It'll 
restore  your  confidence  in  the 
clothing  you  like,  and  explain 
why  you're  right  in  liking  it. 
What's  more,  you  and  yours  can 


share  it— quietly,  at  home,  at  your 
leisure  and  above  all,  to  your 
substantial  mutual  advantage! 


If  you'd  like  a  free 
copy  of  our  Beyond 
Buttondowns  catalog, 
mail  in  this  coupon 
or  call  us  free  on: 
1-800-356-4444 

Name  

Address  

 Apt .  

City  

Slate   Zip  

Phone!  )  

Send  to: 

Lands'  End  Direct  Merchants 
Dept.  #XU 
1  Lands'  End  Lane. 
Dodgeville,  Wl  53595 


Old  dogs,  new 


D. 


o  you  have  some  information  that's  just  lying  around  playing  dead? 
At  R.R.  Donnelley,  we've  learned  some  new  tricks  that  will  have  it  up  and 


performing  again  in  no  time. 

By  digitizing  and  manipulating  your  existing  information,  we  can 
output  it  in  all  sorts  of  new  forms.  CD-ROM.  Interactive  multimedia.  A  pop-up. 
Floppy  disk.  On-line.  Media  that  can  help  you  appeal  to  new  users.  Open  new 
markets.  Dramatically  increase  your  information's  revenue  How. 

In  fact,  we're  turning  one  company's  information  into  unique,  new.  interactive 
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iing  new  revenue  streams. 


;xperiences.  A  golf  guide  with  video  previews  of  the  most  difficult  holes, 
rhe  history  of  rock  in  music,  text  and  motion.  Even  an  interactive  dictionary. 
For  another  firm,  we  print  their  annual  catalog,  produce 
in-demand  updates  targeted  to  different  users'  interests  and  convert 
20,000  data  sheets  into  a  monthly  CD-ROM. 

There  are  lots  of  things  we  can  do  to  help  you  dev  elop  new 
revenue  sources.  Just  call  for  this  detailed  brochure 
in  print  or  CD-ROM  form.  1-800-438-0223. 


RR  Donnelley  &  Sons  Company 

The  power  ro  transform  information  into  opportunities 
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Why  cater  to  the  privileged  few  when  yol 
could  cater  to  the  privileged  many?  I 


There's  a  widespread  myth  in  the  merchant 
community.  It  says  that  if  you  want  to  attract 
affluent  customers,  you  must  accept  and  pro- 
mote the  American  Express  card. 

As  with  a  lot  of  other  myths,  the  accuracy  of 
this  assumption  is  open  to  question.  Especially  if 
we  just  plain  bring  you  know  about  Visa.® 

you  an  awful  XT        .  , 

lot  of  customers.         Now,  don  t  get  us  wrong. 

AmEx  has  a  splendid  card.  They 
can  offer  you  about  35  million 
customers.  (Of  course,  Visa 
can  offer  you  about  286  million.) 


Chances  * 
she  ha: 
a  Visa  cal. 


-  'Visa  USA.  Inc.  1993. 


And  AmEx  can  promise  you  a  lot 
of  gold  cardholders.  (Of  course,  Visa 
can  promise  you  5  million  more.) 

And  AmEx  can  deliver  a  ton  of 
households  with  incomes  over 
$50,000.  (Of  course,  Visa  can  deliver 
three  tons  of  the  same  coveted  cargo.) 

And  many  of  your  customers  prefer  to  u 
AmEx  for  their  personal  travel-and-entertai 
ment  expenses.  (Of  course,  three  times  more 
them  prefer  to  use  Visa.) 

But  still. ..is  it  really  fair  to  assume  t 
American  Express  has  a  lock  on  the  privilegd 
few?  Well,  yes.  As  long  as  you  emphasize  U 
word  few. 

Because  the  fact  is  that  Visa  can  bring 
more  customers — more  affluent  custome 
more  wealthy  customers,  and  more  incredil 
rich  customers — than  AmEx  can  in  their  wild<st 
statistical  dreams. 

And  that,  we  hasten  to  add,  can  mean  consi* 
erably  more  profit  for  your  business. 

Would  you  like  to  know  more  about  how  y 
can  tap  into  that  profit?  Then  pick  up  the  phc 
and  call  us  at  1-800-VISA-311,  ext.  30, 

Maybe,  between  the  two  of  us,  we  can  star 

new  myth.  Only  this  time  it'll  be  true. 

i 

Daddy  Warbucks.  and  1  1993,  Tribune  Media  Services,  Im  All  Rights  Reserved 
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System  56 
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White  Nights  48 
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National 
Stuttering 
Awareness 
Week 

MAY  1046 


Legendary  star  of  the 
Chicago  Bulls  Boh  Love, 
who  personally  overcame 
a  speech  impediment, 
leads  the  1993  campaign 
to  educate  the  public 
about  stuttering  with  a 
message  of  help  and  hope, 


Fur  more  information,  write: 

Stuttering 
foundation 
of  America 


A  Nnn-Pro/ir  Organization 
Since  1947  - 

Helping  Thine  VV'fin  Stutter 

PO.  Box  1174l>  •  Memphis,  TN  38111-0749 
1-800-992-9392 
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The  Most  Important 
Computer  Program 
in  Memory 


John  Scely  Blown 

Chief  Scientist,  Xeio.x 
Corporation  Director, 
Xerox  PARC 


Rethinking  the  Computer  1993. 

Information  Technology  in  Business:  The  New  Partnershi 

June  28  and  29, 1993  at  The  Hudson  Theatre  of  the  Hotel  Macklowe,  145  West  44th  Street,  New  York,  N 


mfk  A 


William  H.  Gates 

Chairman  and 
(  a  i  l  l  Hinder, 
Microsoft  Corporation 


Dennis  Jones 

Senior  Vice  President, 

Information  & 
Telecommunications, 
Federal  Express  Corporation 


John  D.  Lowenberg 

CIO,  Aetna  Information 
Technology,  Aetna  Life  & 
Casualty  Co. 


William  A.  Tausher, 

President, 
ComputerLand  Coqioratioifi 


Join  the  industry's  most  innovative  leaders  for  the  Rethinking  the 
Computer  Symposium  1 993.  A  probing  inquiry  into  the  ways  tl 
companies  are  using  new  and  emerging  technologies  to  further  the 
business  goals. 


For  more  details  and  to  register  lor  this  event,  please  contact  Julie  Terranova 

212.512.2184 


r 


For  more  information  about  coiporate  sponsorship  opportunities,  please  contact:  William  H.  DeGraff  Director  of  Sales  Strategic  Progr; 

212.512.6012 


Presented  in  association  with 

ComputerLand  Corporation 
Federal  Express  Corporation 
Microsoft  Corporation 


B  i  s  i  \  i  s  s    \\  i  i  k    E  x  e  c  i  i  I  \  i    Programs.    Targeted    I  s  s  u  i  is  ,    T  a  r  g  i  i  i  d    Mark  e  t  i 
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)MPANIES  (Russell  3000) 

3439.4 
160.7 
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253.5 

-0.5 
-1.0 
-0.8 
-1.2 
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14.2 
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10.0 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

2.86% 
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23.1 
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3.78% 
8.04% 
3.10% 
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%  change  (local 
Week 

currency) 
52-week 

TECHNICAL  INDICATORS 

Latest 
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Reading 

S&P  500  26-week  moving  averoge 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 
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-3.7 

FLEETWOOD  ENTERPRISES 
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PROGRESSIVE  AGGRESSIVE  GROWTH 
FIDELITY  SELECT  MEDICAL  DELIVERY 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 
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Foreign  stocks 
$12,468 

-1.29% 


Treasury  bonds 
$12,217 

+0.48% 


U.S.  stocks 
$11,094 

-0.92% 
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Money  market  fund 
$10,251 
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DATA  RESOURCES  INC 


Gold 
$10,092 

+0.95% 


on  this  page  are  as  of  market  close  Wednesday,  Apr  21,  1 993,  unless  otherwise  indicated 
groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 
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Editorials 

A  VALUE-A 

DDED  TAX:  WRONG  PRESCRIPTION  1 

■■In'  debate  raging  in  Washington  over  health-care  reform 
P  reflects  the  anguish  being  felt  across  the  nation  over 
H  how  to  care  for  our  loved  ones.  That  the  polity  is  even 
discussing  extending  a  package  of  health  benefits  through- 
out the  country  is  a  tribute  to  the  priorities  of  President  Clin- 
ton and  Hillary  Rodham  Clinton. 

But  good  intentions  are  not  enough.  An  ill-conceived  health- 
care package  can  break  the  economy  as  easily  as  save  it.  An 
expensive  program  financed  by  a  value-added  tax  (VAT),  sug- 
gested recently  by  Health  &  Human  Services  Secretary  Don- 
na Shalala,  could  become  such  an  economy-breaker. 

At  the  heart  of  the  current  debate  on  health-care  reform 
is  the  size  of  the  guaranteed  basic  benefits  package,  the 
speed  of  making  it  available  to  the  37  million  people  without 
health  insurance,  and  the  cost  it  will  impose  on  businesses 
and  individuals.  The  bigger  the  package— and  the  faster  those 
37  million  are  included— the  higher  the  cost.  Liberals  are  push- 
ing for  a  generous  package  of  benefits  that  would  include 
long-term  care,  extensive  mental-health  care,  and  prescrip- 
tion Hriicr^  PHpp*  $50  billion  $H  5  billion  ^nH  $10  billion  rp- 

Ul/ll    VII  UwOi    ±    1  li   L  •    ^*J\J    llllllV^lli                     1./1111V_H1,    ClllH    *f  J.V    1  'lllli  'II.  It- 

spectively.  Including  them  would  more  than  double  the  cost 
of  a  more  bare-bones  health-care  package. 

A  10%  vat,  even  if  food  and  housing  are  exempt,  could 
bring  in  about  $70  billion  a  year.  That  would  go  a  long  way 
toward  extending  a  generous  health-benefits  package  to  all 
who  are  now  not  covered.  That's  reason  enough  for  Shalala 
to  want  the  tax  to  pay  for  a  huge  new  program  she  would 
supervise  at  HHS. 

It's  not  good  enough  reason  for  President  Clinton  to  agree. 

In  theory  a  vat,  which  is  a  national  sales  tax,  is  a  good  i<  I 
A  vat  taxes  consumption  rather  than  labor  or  investm  i 
The  U.  S.  economy  would  get  a  long-term  boost  if  Wash  j 
ton  enacted  a  vat— but  not  to  finance  health-care  refornft 

The  vat's  main  drawback  to  financing  health  care  iM 
main  virtue— the  tax  is  a  monster  revenue-raiser.  An  cm 
checkbook— as  the  vat  has  turned  out  to  be  in  many  ER 
pean  countries— would  just  fuel  richer  benefits  and  bi^ 
subsidies.  It  would  ease  the  pressure  the  Administratio 
now  under  to  bring  health  costs  under  control. 

Instituting  a  new  tax  on  top  of  higher  individual,  co 
rate,  and  energy  taxes  won't  help  the  economy,  either, 
ond-quarter  gross  domestic  product  is  likely  to  come  i 
2%  or  so,  far  too  weak  to  generate  jobs  in  any  major  \ 
Higher  taxes  will  tend  to  offset  any  benefits  from  lo 
interest  rates.  If  the  Administration  is  serious  about  a 
then  it  should  reform  the  country's  entire  tax  system.  A 
should  replace,  in  large  measure,  income  and  payroll  t; 
and  should  be  used  to  end  the  double  taxation  on  divide 

FYnlincr  th^t  the  hp^lth-rarp  reform  nflfkacrp  ^honlrl  bp 
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fined  to  what  can  be  financed  with  higher  "sin"  and  o 
taxes  already  on  the  books.  A  levy  against  some  shar 
employer-paid  health-insurance  premiums  might  be  cor 
ered.  Most  important,  health  benefits  must  be  controlle 
carefully  as  costs  so  that  the  initial  package  is  modest 
its  extension  to  those  currently  not  covered  is  gradual.  F 
ident  Clinton  must  realize  that  he  can't  control  the  limit 
American  appetite  for  health  care  by  feeding  it  the  enc 
income  potential  of  a  vat. 

THE  RIGHT  WAY  TO  BALANCE  TRADE  WITH  JAPAH 

A  I  o  allied  relationship  has  been  more  affected  by  the 
^^Ml  end  of  the  cold  war  than  that  between  Washington 
1        and  Tokyo.  Following  the  mid-April  talks  between 
President  Clinton  and  Prime  Minister  Kiichi  Miyazawa,  it  is 
clear  that  the  "special  relationship"  between  the  two  coun- 
tries is  over.  Previous  Administrations  were  willing  to  sub- 
ordinate vital  American  economic  interests  to  larger  secur- 
ity issues.  President  Clinton  has  redefined  U.  S. -Japanese 
relations  as  a  matter  of  trade  and  investment  between  equals. 

The  Administration  is  also  dumping  hallowed  myths  about 
Japan,  particularly  the  belief  that  Japan's  economy,  with 
enough  outside  prodding,  will  eventually  emulate  the  open- 
ness of  America's  economy.  It  probably  won't,  ever.  As  a  con- 
sequence, officials  such  as  U.  S.  Trade  Representative  Mick- 
ey Kantor  and  the  President  himself  are  putting  forth  a  set 
of  specific,  quantifiable  goals  for  particular  industries  aimed 
at  cutting  Japan's  $50  billion  trade  surplus  with  the  U.  S.  They 
are  trying  to  imitate  the  success  of  the  semiconductor  agree- 
ment reached  in  the  mid-'80s,  which  set  a  goal  of  a  20%  share 
of  Japan's  market  by  1993  and  reached  it.  Now  the  U.  S.  is 
targeting  high  technology,  auto  parts,  insurance,  construe- 

tion,  and  other  industries  for  quick  results.  Such  mana 
trade  angers  Japan,  but  Tokyo  has  offered  few  alternate 
to  restore  some  semblance  of  trade  balance. 

Clinton,  however,  is  off  the  mark  in  suggesting  thalR 
"No.  1"  way  to  reduce  the  deficit  is  depreciating  the  defl 
To  be  sure,  U.  S.  exports  to  Japan  have  nearly  doubled  sfl 
the  dollar  was  first  devalued  in  1985.  The  weakened  dfl 
has  also  brought  relief  to  U.  S.  auto  makers  and  otherH 
mestic  manufacturers  that  have  long  battled  Japanese  rill 
But  that  relief  may  prove  short-lived.  The  superyen  has  1 
forced  Japanese  manufacturers  to  grow  more  competitive  vfll 
boosting  the  balance  sheets  of  Japanese  banks.  A  highP 
also  boosts  the  cost  of  doing  business  in  Japan. 

No  one  is  suggesting  that  the  dollar  should  be  retufe 
to  its  overvalued  state  of  a  decade  ago.  But  instead  of  m 
ing  on  the  currency  market  to  help  balance  the  trade  ■ 
t-it,  it's  better  that  the  Administration  set  specific  trade* 
gets  and  negotiate  achieving  them.  We  don't  like  man;(f 
trade,  either,  but  to  pretend  that  Japan  is  as  open  assb 
U.  S.  won't  solve  the  problem— and  won't  produce  a  firR 
partnership  of  equals. 
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nagine  it  Travel  were  simply  an  expression  ot  your  own 
I  ody. . .  imagine  that  as  soon  as  you  desired  being  there,  you  were 
lere.  A  dream.  Of  course  there  is  always  Swissair.  Swissair  puts 
ju  wherever  you  need  to  be,  to  110  destinations  all  over  the 
orld,  55  in  Europe  alone.  Via  a  quick  and  easy  jump  in  and  out 
:  Zurich  or  Geneva,  where  time  saved  is  time  gained.  For 
servations,  call  your  travel  agent  or  Swissair  at  800-221-4750. 
vissair.  Time  is  everything. 


"Gravity" 
by  Rob  Lang. 
Part  of  Swissair's 
Time  &  Motion 
Series. 

An  exhibit. 


All  We  Left  0 


INTRODUCING  THE  ULTIMATE  EXPLORER 
THE  NEW  EXPLORER  LIMITED. 

The  sumptuous  leathers  and  deep-pile  carpet 
tell  you  just  how  much  quality  mattered. 
The  color-keyed  grille  and  running  boards,  heated 
mirrors  and  overhead  console  tell  you  no  detail  was 
overlooked.  And  when  you  experience  the  engineering, 
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may  revolutionize 
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^ust  when  you  were  beginning  to  understand  the  old  definition  of  networking,  there's  a  new  on( 
In  a  world  where  lots  of  vendors  have  figured  out  how  to  network  their  own  products,  only  Novel 
has  spent  the  last  ten  years  uniting  products  from  different  vendors  into  one  seamless  informatio. 


ostein... from  desktops  to  data  centers.  The  difference?  With  NetWare,  networking  means  choosing 
le  hardware  and  applications  you  want.  Period.  Chalk  it  up  to  yet  another  change  for  the  better. 
§  N  O  V  E  L  L,    The  Past,  Present,  and  Future  of  Network  Computing.  ►   i  soo  554  4446 
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PRODUCTION 

Change  from  last  week:  -0.1% 
Change  from  last  year:  3.3% 

190  


1967=100  (four-week  moving  average) 


Apr  17 
185.2 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  3.8% 

225   


185  _ 
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Apr.  10 
185.4 


220. 


215. 


Ap, 
■v. 


Apr 

1993 


205 


Apr.  17 
219.7 


Apr.  10 
219.4 


Ap, 

1902 


1992 


Dec. 
1992 


Apr 
1993 


The  production  index  was  little  changed  during  the  week  ended  Apr  17.  On  a 
seasonally  adjusted  basis,  output  of  autos,  trucks,  lumber,  and  electricity  declined. 
Steel,  crude  oil-refining,  coal,  and  paperboard  production  increased,  while  paper  and 
rail-freight  traffic  were  flat  from  the  previous  week  Before  calculation  of  the  four- 
week  moving  average,  the  index  fell  to  183.7  from  185,  as  some  plants  were 
closed  in  observance  of  Easter 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc 


The  leading  index  recovered  some  ground  during  the  week  ended  Apr.  17,  b 
its  recent  downward  trend  still  suggests  little  future  growth  in  the  economy  High; 
stock  prices,  lower  bond  yields,  fewer  business  failures,  and  improved  growth  in  re! 
estate  loans  helped  to  lift  the  index  However,  the  growth  in  materials  prices  sap 
further,  and  M2  growth  was  flat.  Before  calculation  of  the  four-week  mo 
average,  the  index  rose  to  221.4,  from  219.7  in  the  previous  week. 

Leading  index  copyright  1  993  by  Center  tor  International  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (4/24)  thous.  of  net  tons 

1,849 

1.810" 

1.5 

AUTOS  (4/24)  units 

125,134 

109,023r# 

16.9 

TRUCKS  (4/24)  units 

98,548 

83,208r# 

30.0 

ELECTRIC  POWER  (4/24)  millions  of  kilowatt-hours 

51,559 

51,209# 

1  2 

CRUDE-OIL  REFINING  (4/24)  thous.  of  bbl./day 

13,678 

13,406# 

1.9 

COAL  (4/  :  7)  thou:,  of  net  tons 

18,833# 

18,366 

2.7 

PAPERBOARD  (4/17)  thous. oftons 

833. 8# 

834  3r 

5.2 

PAPER  (4/ 17)  thous.  oftons 

782.0# 

783.0r 

-0.1 

LUMBER  (4/17)  millions  of  ft 

449. 1# 

463.1 

-10.7 

RAIL  FREIGHT  (4/ 1  7)  billions  of  ton-miles 

21. 1# 

20  2 

7.7 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/28) 

112 

1 1  1 

133 

GERMAN  MARK  (4/28) 

1.59 

1.60 

1.65 

BRITISH  POUND  (4/28) 

1.57 

1  54 

1  78 

FRENCH  FRANC  (4/28) 

5.37 

5.42 

5.55 

CANADIAN  DOLLAR  (4/28) 

:  27 

1  2  6 

1.19 

SWISS  FRANC  [4/28) 

1  44 

1  46 

1.51 

MEXICAN  PESO  |4/28)J 

3.075 

3  074 

3.088 

Sources:  Major  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U.S 

dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/28)  $/troy  oz 

349  700 

3  3  :•  000 

4.2 

STEEL  SCRAP  (4/27)  #1  heavy,  $/ton 

106  50 

106.50 

15.8 

FOODSTUFFS  (4/27)  index,  1967=100 

205.6 

205  9 

2.9 

COPPER  (4/24)  C/lb. 

90.1 

94  3 

-13  1 

ALUMINUM  (4/24)  c/lb. 

518 

52  8 

-16.9 

WHEAT  (4/24)  #2  hard,  S/bu. 

3  56 

3.67 

-13.2 

COTTON  (4/24)  strict  low  middling  1-1/16  in.,  C/lb. 

56  65 

,6  26 

4.4 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 

Latest 
week 


Week 
ago 


%  Chaij 
year  i 


STOCK  PRICES  (4/23)  S&P  500 


442  54 


448  72 


CORPORATE  BOND  YIELD,  Aaa  (4/23) 


7.34% 


7.45% 


INDUSTRIAL  MATERIALS  PRICES  (4/23) 


973 


974 


BUSINESS  FAILURES  (4/16) 


342 


383 


REAL  ESTATE  LOANS  (4/1 4)  billions 


$396  9 


$395  8r 


MONEY  SUPPLY,  M2  (4/12)  billions 


$3,4418      $3,442  2r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (4/10)  thous 


359 


373 


-1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Biif 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adjj 
data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Chat 
year  < 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Mar )  billions  $130.0 

$135.  Ir 

HOUSING  STARTS  (Mar .)  annual  rate,  thous. 

1,134 

1,189 

-1 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Mar )  millions 

-$44,577 

-$47,594 

-1 

MERCHANDISE  TRADE  BALANCE  (Feb  )  billions 

-$72 

-$7.2 

1 1 

Sources:  Commerce  Dept.,  Treasury  Dept 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Char 
year  c 

MONEY  SUPPLY,  Ml  (4/12) 

$1,043  2 

$1,041  6r 

1 

BANKS'  BUSINESS  LOANS  (4/14) 

273  9 

275. lr 

FREE  RESERVES  |4/u) 

857r 

l,177r 

-2 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/14) 

151.6 

149.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions} 

which  ore  expressed  fc 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yi 
c 

FEDERAL  FUNDS  (4/27) 

2.72% 

2.84% 

3.6: 

PRIME  (4/28) 

6  00 

6.00 

6.51 

COMMERCIAL  PAPER  3-MONTH  (4/27) 

3.12 

3.13 

3.9: 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/28) 

3  08 

3  08 

3.91 

EURODOLLAR  3-MONTH  (4/24) 

3  09 

3.13 

4.0. 

Sources:  Federal  Reserve  Board,  first  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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With  a  Polaroid  35mm  Slide  Printer,  you'll  never  have  to  use  an  outside  slide  service  again.  By  sending  images 
rectly  from  your  computer  to  slide  film,  you  can  create  slides  at  your  desk  in  just  a  few  minutes.  And  you  can  even  make 
st  minute  changes  without  the  usual  exorbitant  rush  charges.  For  a  free  interactive  demo  diskette  on  our  award- 
inning  color  film  recorder  technology,  call  IJggg^SsSSfilSS^^^SaSSfl  '^eja  apus  aqa  >pauo  oa  aaSjo^  a.uop  'un  'puv 


THE  POLAROID 
35mm  SLIDE  PRINTER 


With  the  Polaroid  35mm  Slide  Printer,  you  can  go  from  Windows,  DOS  or  Macintosh  graphics  to  slide  film  in  minutes. 

BM1093 


Polaroid 


4  ft- PAC 


"Our  bank  helps  us  grow 
more  than  plants.  They  help  us 
grow  our  people." 

Doug  Allen.  President, 
Hines  Nurseries.  Inc.. 
a  Macluan  Capital  Co 


"We  hire  the  best  professionals 
available,  then  entrust  each  of  them 
with  a  great  deal  of  responsibility. 
In  a  company  spread  out  over  several 
states  and  hundreds  of 
acres,  we  have  to. 

Three  years  ago,  when 
we  were  in  the  process  of  buying  Hines 
from  its  parent  company,  1  discovered 
another  group  of  professionals  I  could 
rely  on:  the  people  at  Bank  of  America. 
Our  relationship  officer,  Art,  was  instru- 
mental in  restructuring  the  financing  for 
our  leveraged  buyout.  And  he's  helped 
us  access  cash  management  and  other 


COMMERCIAL  BANKING 


financial  tools  that  keep  us  growing. 
Art  also  brings  in  professionals  like  BofA 
capital  markets  consultants,  economists 
and  agri-business  specialists  to  work 
with  our  team. 

Our  managers 
often  learn  new 


things  from  the  people  at  BofA.  And 
that's  important.  Because  for  our  business 
to  flourish,  I've  found  that  we  have  to 
do  more  than  grow  plants.  We  have  to 
grow  our  people." 

Banking  on  America™ 


Bank  of  America 


1993  Bank  of  America  NT&SA  Member  FDIC 
4B-PAC 


OFFICIAL  GOI  * 
DF-SnNATION  OF 
THE  PGA  TOUR 


every  year. 

It  also  leaves  a  lasting 
impression  on  the  minds  of 
many  a  golfer, 
/hich  is  why  British  Columbia  is  an 
ial  Golf  Destination  of  the  PGA  TOUR. 


play  year  round.  And  the  excitement 
doesn't  end  on  the  18th  green. 

Our  colourful  waterfront  markets, 
superb  restaurants  and  relaxing  hot  springs 
can  waylay  you  just  as 
easily  as  our  fairways. 


Buildings,  Victoria,  B.C.  V8V  1X4. 

Where  great  golf  is  more  than  just 
a  promise. 

Its  an  oath. 


Super,  Natural  British  Columbia 


CANADA 


If  you  feel  like  someone's  watching  your 
computer  network  24  hours  a  day  you're  either 
paranoid  or  you're  working  with  us. . 


O  imputer  netw<  irks  can  be  quirky  Thai's  why  we  don't  just  install  them  We  watch  them,  day  and  night  ifyou  want,  just  f  \JTp D DBiGp 
in  case  something  weird  happens.  Call  1-800-DATA-USW.  We  connect  and  maintain  LANs  and  computer  networks,      •  i  V I  L/VrflUfc 


NETWORKING  SERVICES  FROM  US  WEST* 


Not  available  in  Alaska,  California  or  Hawaii 


•PAC 
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EDITOR'S  MEMO  I 


PRAISE  FROM  OUR  PEERS 


Since  business  WEEK  devotes  much 
effort  to  tracking  globalization  of 
business  and  gauging  the  impact  of  new 
technology,  we  are  particularly  gratified 
when  our  coverage  is  honored  by  jour- 
nalistic awards. 

Here  are  the  latest  examples,  for 
1992:  The  Overseas  Press  Club  has  des- 
ignated "Detroit  South"  (Mar.  16),  on 
automobile  manufacturing  in  Mexico,  the 
best  business  and  economic  reporting 
from  abroad  by  a  magazine.  The  same 
club  has  chosen  "Growth  vs.  Environ- 
ment" (May  11)  as  the  best  reporting 


on  environmental  issues  in  any  medium. 

On  the  technology  front,  the  Comput- 
er Press  Assn.  awarded  its  prize  for 
the  best  feature  reporting  in  a  general- 
interest  publication  to  "Deconstructing 
the  Computer  Industry"  (Nov.  23),  our 
analysis  of  the  fragmentation  of  the  com- 
puter industry  and  what  it  means  for 
the  industry  and  business  in  general. 
The  awards  are  further  recognition  of 
our  extensive  worldwide  network  of  ed- 
itors and  correspondents.  Their  job,  as 
always,  is  to  serve  our  seven  million 
readers. 


DETROIT 
SOUTH 


BusinessWeek 


COMPUTER 
INDUSTRY 

T)  «d»of  cteutgr  b  I  DEC,  are  scramtftne  it)  rt> 

1  Wwrcpuigth*  ewmnjlw  *truclun?  UHudm  And 
trTTtrtnm  r-trri  phmmnlng  I  no  company,  Ug  c*  um.il, 
pneea  vaniditsg  margov  I  ran  cvapc  tram  constant 
an)  •lo'i^fcMt  pro*  .^MgJJi  cosH-uUinjr,  k  w hole 
wacyriev  Ttwbtft  suSEBH  M"  "wnwler 
exmpoiB  makers.  f^^M^ft  industry  u>  sttrtnnt 
npedalft  IBM  and      (]    NMk  *°  u,e  shaft. 


IN  DEFENSE  OF  THE 

NEW  YORK  STOCK  EXCHANGE 

Three  points  should  be  made  concern- 
ing "The  big  bad  board?"  (Finance, 
Apr.  26).  First,  we  spend  a  considerable 
sum  to  make  market  data  widely  avail- 
able to  the  academic  world,  regardless  of 
the  points  of  view  of  the  recipients,  and 
we  work  to  present  that  data  in  as  use- 
ful a  form  as  possible. 

Second,  it  is  widely  recognized  that 
we  invite  all  manner  of  academic  scruti- 
ny, for  the  good  of  the  nation's  equity 
markets.  When  we  see  a  study  factual- 
ly way  off  the  mark,  we  work  with  the 
authors  in  the  interest  of  accuracy. 

Third,  we're  deeply  disappointed  that 
you  would  conclude  from  the  comments 
of  two  individuals  with  apparent  axes 
to  grind  that  there  is  anything  but  a 


full  commitment  to  points  one  and  two. 

James  L.  Cochrane 
Senior  Vice-President 
Research  and  Planning 
New  York  Stock  Exchange  Inc. 

New  York 

As  a  board  member  of  the  Institute 
for  the  Study  of  Security  Markets 
and  a  consultant  to  the  NYSE,  I  would 
like  to  comment  on  your  article  alleging 
tensions  between  the  two  organizations. 

First,  the  New  York  Stock  Exchange's 
decision  to  distribute  its  data  on  compact 
disks  was  motivated  by  technological 
considerations.  Second,  the  NYSE's  deci- 
sion preceded  the  critical  paper  [you 
mentioned].  Finally,  James  Cochrane  and 
James  Shapiro  have  provided  access  to 
NYSE  data,  facilities,  and  personnel  to 
exchange  critics  and  supporters  alike. 
The  NYSE  has  established  a  pattern  of 
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A  promise  never  to  say,  "Chris,  I  mean  Bobby,  I  mean  Ti  m. 


A  promise  matching?  sailor  suits  will  never  come  near  your  closet. 


A  promise  to  be  there  for  you.  And  you.  And  you. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping'  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 

MassMutual 

©1992  Massachusetts  Mutual  Ute  Insurance  Co  ,  Springfield  MA 01111  We  help  yOU  keep  yOUT  pTOmiseS. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


"I'm  a  vice  president  because  i  sold  22,000  gizmos 
this  year.  Hotv'd  you  become  a  v.p.V 


7  made  a  greal  deal  on  the  200,000 
gizmos  you  didtt 7  sell  last  year." 


Excess  inventory  today,.. student  opportunity  tomorrow 


IX 

ea 

1  P?T73i  •TITBITS 

CORRECTIONS  &  CLARIFICATIONS 

"Gnats  with  the  knack"  (Top  of  tl 
News,  May  3)  should  have  said 
Mart  Stores  Inc.  failed  to  post  do 
ble-digit  same-store  sales  growth  fd 
the  first  time  in  eight  years,  not  80.1 


openness  that  is  without  peer  in  the  I 
curities  industry. 

Joel  Hasbroil 
Stern  School  of  BusinJ 
New  York  Universl 
New  Yol 

LOOK—  NO  SMOKE  OR  MIRRORS 
IN  TEXAS'  BUDGET  I 

Your  story  "Them's  pretty  fancy  1 
counting  tricks,  pardner"  (Topi 
the  News,  Apr.  19)  displays  little  undl 
standing  of  the  principles  of  our  TeJ 
performance  review. 

True,  our  two  reports  have  recol 
mended  accounting  measures  to  help  tl 
state  through  immediate  budget  erisel 
what  you  call  "sleights  of  hand."  Tern 
taxpayers  will  hasten  to  assure  you  til 
the  resulting  savings  are  very  real.  I 
Because  your  reporter  misunderstarl 
our  basic  goals,  he  totally  misquotj 
Texas  A&M's  Jared  Hazelton,  who  nJ 
er  said  we  had  cut  only  $700  millii 
from  the  last  budget.  The  fact  is,  Haa 
ton  has  called  upon  the  legislature  I 
"give  serious  consideration  to  the  otrl 
442  [out  of  a  total  of  460)  recommend! 
tions  made  by  the  comptroller.  Colli 
tively,  they  produce  about  $1  billion! 
available  revenue  for  fiscal  1993-191 
and  these  are  not  onetime  savings."  I 
Not  only  that,  but  you  dug  up  a  pi 
ported  Texas  state  auditor's  report  I 
back  up  your  assertions.  The  "repol 
was  actually  a  draft  so  riddled  with  inl 
curacies  and  so  ridiculed  by  the  Tern 
audit  committee  that  it  was  thorougll 
discredited  and  never  released. 

This  year,  our  state  will  have  no  tl 
increase  at  all  because  of  Texas  pert! 
mance-review  savings  and  cuts.  All  I 
all,  I'd  say  them's  pretty  fancy  accoul 
ing  facts,  pardner. 

John  Shal 
Comptroller  of  Public  Accourl 
Austin,  Tdl 

Editor's  note:  The  $700  million  figure  I 
tributed  to  Hazelton  referred  to  his  anm 
sis  of  the  spending  cuts  proposed  I 
Sharp  in  1991.  Hazelton  did  not  analm 
the  budget  us  appmved  by  the  legislatu. 

Letters  to  the  Editor  should  be  sent  to  Readers  Replp 
Business  Week,  1221  Avenue  of  the  Americas,  NIW 
York,  N.  Y.  10020.  Fax  (212)  512-4464.  All  let! 
must  include  on  address  and  daytime  and  evening  tin 
phone  numbers  We  reserve  the  right  to  edit  letters* 
clarity  and  space. 
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J  11st  Below  California. 

According  to  Site  Selection  magazine, 
we  re  ranlted  lilih  in  the  nation  lor  new 
pfen/s  and  expansion,  and  number  five 
in  Ions  term  rankings. 


CALIFORNIA 

MabauS> 


WTiere  exactly  is 
Alabama? 


ansas 
Alaska 
Missouri 
Tenj 
labamai 


Nol  rar  hroni  Alaska. 

Now  there  s  a  state  that  doesn  t 
have  many  people  or  much  crime. 
Yet  our  crime  rate  is  even  lower. 


>TA 
TLNNE.55E.E. 
ALAbAMA 
LOUISIANA 
XTJCUT 


Right  Belweenlennessee 
And  Louisiana. 

In  1900.  we  had  a  civilian  labor 
force  of  1892,000.  one  of  the 
highest  in  the  region. 

I 


It  s  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  fact,  during  j 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  combination  of  reasons.  First  of  all.  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro 
business  environment,  creating  a  total  package  that  s  greater 
than  the  sum  of  some  very  strong  parts.  As  a  result,  our 
research  parks,  health  care  industry,  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that  s  really  putting  Alabama  on  the  map. 

MilMlH 

t    Isn't    Where     You    Think    It  Is 


ALABAM. 

OKLAHOMA 

KANSAS 
)RTH  CAROLINA 
..  MAINE 


WavRtsI 
North  Carolina. 

The  average 
annual  pav  lor 
workers  is  higher 
here  than  a  stale 
with  a  reputation 
for  prosperity 


ALilllc  Aliovr  Klioilc  Maud. 

Alabama  has  more  Fortune  500 
headquarters  than  stales  you 
would  expei  I  to  find  ahead  of 
us  in  this  category. 


Fur  more  information,  contact  the  Economic  Development  Partnership  ol  Alabama.  2  North  JacLson  Street.  Monlsomcry.  Alabama  3010-t.  Phone  205  ."5-5700. 
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ALLIANCE  CAPITALISM:  THE  SOCIAL  ORGANIZATION  OF  JAPANESE  BUSINESS 

By  Michael  L.  Gerlach 

University  of  California  •  351  pp  •  $35 


JAPAN'S  TIES 
THAT  BIND 


Managers  of  America's  largest 
companies  are  preoccupied 
these  days  with  tearing  down 
their  bureaucracies  and  sharpening  their 
focus  on  products  and  customers.  IBM, 
General  Electric,  and  Xerox  are  among 
those  that  are  restructuring,  altering 
corporate  cultures,  or  seeking  new  alli- 
ances to  escape  the  trap  of  gigantism. 

For  clues  to  the  future,  they  should 
take  a  look  at  Alliance  Capitalism  to 
see  how  Japan's  giants  maintain  their 
relentless  competitive  drive.  This  aca- 
demic examination  of  the  Japanese  kei- 
retsu system  by  Michael 
L.  Gerlach,  a  Japanese- 
speaking  assistant  profes- 
sor of  business  at  the 
University  of  California  at 
Berkeley,  is  often  tough 
reading.  But  it  represents 
a  breakthrough  in  West- 
ern efforts  to  understand 
what  a  keiretsu  is  and 
how  it  works. 

The  surprise  for  many 
readers  will  be  that  these 
vast  interwoven  alliances 
of  companies— including 
the  Mitsui,  Mitsubishi, 
and  Sumitomo  groups- 
are  not  on  their  way  to 
extinction,  as  some  Japan 
experts  have  long  assert- 
ed. Rather,  Gerlach  ar- 
gues, the  keiretsu  are  quite  efficient  in 
com!  lining  capital  and  technology  to  spur 
innovation.  Moreover,  their  complex  web 
of  relations  with  shareholders,  custom- 
ers, suppliers,  and  employees  has  a  way 
of  keeping  managers  focused  on  com- 
petitiveness rather  than  on  building  bu- 
reaucracies. As  a  result,  these  highly 
adaptable  organizations  are  actually  in- 
creasing their  clout,  in  a  phenomenon 
that  Gerlach  calls  "/rciVe/.s^-ization."  He 
writes:  "What  may  be  happening  is  not 
a  breaking  down  of  bank-led  groupings 
so  much  as  an  expansion  of  these  groups 
across  a  broader  spectrum  of  Japanese 
industry." 

For  all  that  has  been  written  about 
keiretsu,  few  Americans  seem  to  under- 
stand the  animal.  Think  of  it  this  way: 
Imagine  that  Citicorp  owned  10%  of  all 
shares  in  General  Motors,  Westinghouse 
Electric,  Boeing,  IBM,  Travelers,  and  25 
other  major  companies.  Imagine,  fur- 


ther, that  each  held  shares  in  other 
members  of  the  Citicorp  group. 

Consequently,  all  these  companies 
would  be  takeover-proof.  But  the  ar- 
rangement would  go  beyond  cross-share- 
holding or  overlapping  boards  of  direc- 
tors. The  companies  would  be  linked  in 
what  Gerlach  calls  a  "multiplexity"  of 
relations,  doing  business  together  and 
maintaining  other  formal  and  informal 
ties.  Whereas  a  typical  U.  S.  manager 
thinks  of  his  relations  with  customers, 
suppliers,  and  shareholders  as  indepen- 
dent of  each  other,  the  Japanese  don't, 


erlach 's  book  is 
a  breakthrough  in 
Western  efforts  to 
understand  the 
iretsu 


ALLIANCE 
CAPITALISM 


because  the  constituent  groups  overlap. 

These  organizations,  then,  reap  the 
advantage  of  tremendous  size  even  as 
their  quasi-independent  members  remain 
focused  on  their  business  niches.  "Re- 
liance on  intercorporate  networks  has 
in  many  ways  helped  to  keep  the  Japa- 
nese firm  smaller  on  average  and  more 
focused  than  its  American  counterpart, 
while  providing  many  of  the  advantages 
brought  about  by  vertical  integration," 
Gerlach  writes.  The  lesson  for  U.  S.  man- 
agers: Big  organizations  can  thrive  if 
each  business  unit  has  the  right  combi- 
nation of  independence  and  discipline. 

To  make  his  judgments,  Gerlach  has 
compiled  a  data  base  of  250  of  the  larg- 
est Japanese  manufacturing  companies 
and  financial  institutions  and  250  of  their 
U.  S.  counterparts.  0.  K.,  we  could  do 
without  some  of  the  regression  analy- 
sis and  coefficients.  But  the  data  offer 
some  new  hard  facts  for  those  interested 


in  defining  the  special  nature  of  Jap 
nese  capitalism:  Japanese  companies  aji 
15  times  more  likely  to  borrow  frci 
their  main  bank  than  a  U.  S.  company  | 
Shareholding  for  large  Japanese  comp 
nies  is  about  twice  as  concentrated  asp 
is  in  the  U.  S.  and  four  times  more  sll 
ble.  In  fact,  the  keiretsu  control  orLj 
quarter  of  all  shares  on  the  Tokyo  Stoji 
Exchange,  making  Tokyo  much  mol 
dominated  by  major  institutions  th| 
anyone  on  Wall  Street  can  imagine.  I 
Gerlach's  book  goes  a  long  way  ti 
ward  explaining  how  Japan's  burea* 
crats  were  able  to  stage-manage  a  i* 
vival  in  the  Tokyo  stock  market  in  $ 
cent  weeks.  When  the  Nikkei  stock  ai 
erage  sank  below  14,000,  many  We| 
em  pundits  predicted  total  meltdown 
They  didn't  understand  how  profounc? 
Japan's  financial  markets  differ  frci 
those  in  the  U.  S.  Japanese  investol 
within  a  keiretsu  buy  and  sell  for  diffl 
ent  reasons  than  Western  investoa 
They  want  to  maintai 
their  other  business  ties 
"keep  each  other  warn' 
as  the  Japanese  sayiij 
goes.  So  when  the  tirl 
came  for  the  Finan* 
Ministry  to  engineer  ti 
Nikkei's  revival,  the| 
weren't  too  many  ea| 

■ that  needed  to  be  whl 
pered  into.  Relations™ 
investing  may  be  a  frei 
buzzword  in  the  U.  S.,  bl 
the  concept  is  at  ti 
heart  of  Japanese  cord 
rate  governance. 

More  broadly,  undq 
standing  the  keiretsu  i 
essential  to  understand 
ing  Japan's  engageme^ 
with  the  rest  of  tj 
world,  since  the  trading  companies  afi| 
iated  with  them  handle  fully  two-thirl 
of  Japan's  imports.  It  is  absurd  to  tag 
to  Japanese  government  officials  aboj 
creating  an  open  market  when  their  a 
tire  economy  is  dominated  by  groups  j? 
companies  with  preferential  trading  tic^ 
Moreover,  this  book  shows  thl 
Japan's  unique  brand  of  capitalism  3 
not  evolving  toward  the  Anglo-Saxi 
model,  as  many  classical  free-mark: 
economists  have  insisted.  So  businei 
executives  and  financial  mavens  areii 
the  only  ones  who  should  pick  up  At* 
once  Capitalism.  If  Bill  Clinton  was  fn* 
trated  after  his  recent  meeting  wij? 
Prime  Minister  Kiichi  Miyazawa,  J 
should  pass  a  few  copies  around  tip 
White  House. 

BY  WILLIAM  J.  HOLSTEI 

Holstein,  editor  of  BUSINESS  WEEK'S  inUV 
national  editivn,  authored  The  Japane: 
Power  Game. 
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"I'D  LIKE  TO 
PUT  YOU  5,000  MILES 
CLOSER  TO  YOUR  NEXT 

FREE  TICKET.  AND 
WITH  NEW  MARRIOTT 
MILES"  I  CAN." 


Stay  with  us  and  watch  the  miles  build  up  on  American  Airlines®, 
British  Airways,  Continental,  Northwest,  TWA  and  USAir.  Add  5,000  miles 
for  every  5  stays-whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 

HOTKI  S   RESORTS  SUITES 


WE  MAKE  FT  HAPPEN  FOR  YOIT 


You  must  lie  a  member  of  a  frequent  flyer  program  to  play.  Earn  500  frequent  (Iyer  miles  for  every  stay.  P/us.  2.  ."><  10  miles  after  every  fifth  -ta\  •  for  a  Ida  I  of  5,000  miles 
for  every  5  stays.  With  TWA  (international  hotels  only)  &  Continental  earn  up  to  10,000  miles  for  every  5  stays.  Marriott  Honored  Guest  Awards  points  will  not  lie 
awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard.  Residence  Inn,  and  Fairfield  Inn  hotels  do  not  participate  in  Marriott  Miles.  To  earn  frequent  flyer  miles  in 
Marriott  Miles,  check-in  must  occur  between  May  1.  1993  and  June  30,  1994.  B1993  Marriott  Corp 


HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


We've  learned  some- 
thing over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 

KV        existing  ones.  Even  more  than  technology,  it  takes 
vv 

ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing.  qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net- 
work in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
phone. And  made  America's  first  high-bandwidth 

survivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
service  interruptions  caused  by  natural  or  man-made  disasters  virtually 
obsolete.  (O   When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
first  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 


cP 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Economic  Viewpoint 


HILLARY'S  HEALTH-CARE  TEAM 
HEEDS  AH  IHJECTIOH  OF  REALITY 


BY  PAUL  CRAIG  ROBERTS 


The  First  Lady 
ought  to  be  thinking 
less  about  price 
controls  and  sky-is- 
falling  rhetoric  and 
more  about  assuring 
the  supply  of  private 
health-care  capital 
and  services 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


illary  Rodham  Clinton's  top-secret 
health-care  reform  seems  star-crossed. 
So  far,  she  has  had  fender  benders 
with  U.  S.  District  Judge  Royce  C.  Lamberth 
and  the  Association  of  American  Physicians  & 
Surgeons,  and  she  seems  headed  for  a  major 
clash  with  the  Democratic  leadership  in  the 
House  and  Senate.  She  may  even  have 
stepped  on  Vice-President  Al  Gore's  toes  by 
substituting  her  portrait  for  his  in  the  Old 
Executive  Office  Building,  where  the  health 
task  force  meets. 

On  Mar.  10,  Judge  Lamberth  ruled  that  the 
secrecy  of  Hillary's  meetings  was  in  violation 
of  the  21-year-old  Federal  Advisory  Committee 
Act.  The  headstrong  First  Lady  decided  to 
ask  the  U.  S.  Court  of  Appeals  to  overturn 
the  decision,  and  in  the  meantime  she  is  con- 
tinuing the  secret  meetings.  But  her  hubris 
proved  politically  unwise  because  it  galvanized 
the  Democratic  House  leadership  into  action 
against  her.  In  April,  House  General  Counsel 
Steven  R.  Ross,  acting  on  instructions  from 
Speaker  Thomas  S.  Foley  (D-Wash.),  informed 
the  Appeals  Court  that  the  House  of  Repre- 
sentatives is  filing  a  detailed  brief  in  support 
of  Judge  Lamberth's  ruling. 

The  next  bombshell  came  from  Senate  Ma- 
jority Leader  George  J.  Mitchell  (D-Me.),  who 
used  his  Apr.  18  appearance  on  Meet  the  Press 
to  tell  the  White  House  to  forget  about  fi- 
nancing health-care  reform  with  a  value-added 
tax  and  government-imposed  price  controls. 
Mitchell  said  that  "in  a  free-market  economy, 
we're  better  off  without"  price  controls.  New 
health  taxes  struck  the  senator  as  putting  the 
cart  before  the  horse:  "The  problem  with  the 
American  health-care  system  is  not  that  we 
need  to  spend  more  money.  The  problem  is 
we're  spending  too  much  money  in  wasteful 
and  inefficient  ways." 

COSTLY  PREMIUMS.  With  comeuppances  like 
these,  it  behooves  the  health  task  force  to 
get  real.  My  first  suggestion  is  that  it  cool  its 
sky-is-falling  rhetoric  and  not  fix  something 
that  is  not  broken.  A  rising  percentage  of  the 
gross  domestic  product  spent  on  health  care  is 
not,  per  se,  evidence  of  a  "health-care  crisis." 
As  a  society  becomes  richer  and  medical  tech- 
nology improves,  it  is  natural  that  people 
choose  to  spend  more  on  health.  Formerly,  a 
bum  knee  was  a  reason  to  give  up  tennis. 
Today,  magnetic  resonance  imaging  locates 
damaged  cartilage,  and  arthroscopic  surgery 
removes  it. 

The  task  force  needs  to  take  a  hard  look  at 
the  unchallenged  assumption  that  there  are 
37  million  uninsured  Americans.  This  number 
seems  to  consist  primarily  of  people  who  are 
temporarily  without  coverage  while  between 


jobs.  It  doesn't  mean  that  there  are  37  millio 
people  outside  the  medical  system.  Amonjf 
the  actual  uninsured,  there  is  a  large  contirl 
gent  of  healthy  young  people  who  choose  to  hi 
uninsured  because  their  annual  medical  bill! 
are  less  than  their  health-insurance  premium! 
The  bulk  of  the  uninsured-ill  appear  to  bl 
provided  for  within  the  present  system  as 
"uncompensated  care."  In  one  way  or  anothe| 
the  hospitals  pass  this  $10  billion  annual  col 
on  to  the  rest  of  us.  Other  suggestions: 

■  Recognize  that  government  programs  have  I 
knack  for  producing  more  problems  than  soli! 
tions.  Government  health  programs  notorious 
ly  do  so  because  they  increase  demand  whill 
curtailing  supply.  The  result  is  rationing,  whicl 
means  either  a  deterioration  in  the  qualitl 
and  timeliness  of  care,  or  denial  of  treatmers 
in  cases  where  the  patient's  prospects  arl 
deemed  not  good  or  the  cost  is  reckoned  to  eJ 
ceed  the  value  of  the  person's  life. 

■  Remember  that  government  health-care  syJ 
terns  inevitably  founder  on  the  matter  of  can 
ital  cost.  In  our  present  health-care  systenl 
much  of  the  capital  cost  is  provided  privatell 
by  business  and  other  contributions  to  hospl 
tals  and  locally  by  bond  issues.  All  of  thi 
stops  when  health  care  becomes  a  federal  buJ 
get  item  financed  with  taxation.  Peoria  will  ncl 
be  issuing  bonds  for  the  local  hospital,  anl 
businesses  will  not  be  donating  CAT  scanner;* 
All  of  these  costs  are  dumped  on  the  federa 
budget,  and  they  swamp  the  assumed  saving! 
in  health-care  delivery. 

■  Bear  in  mind  that  third-party  payment:jj 
whether  made  by  private  insurers  or  govenl 
ment  health  programs,  always  drive  up  th 
price  of  health  care.  The  patient's  incentive  1 
to  demand  all  he  can  get,  and  the  provide! 
doesn't  have  to  prescribe  with  the  patient! 
budget  in  mind.  Inevitably,  insurance  compslj 
nies  and  governments  respond  with  fee  schecl 
ules  and  political  demagoguery  against  "oil 
scene"  profits  of  health-care  providers!] 
Regulations  mount,  and  doctors  are  diverted 
from  patients  by  mountains  of  paperwork.  I 

If  the  First  Lady's  health  task  force  want™ 
to  perform  a  public  service,  it  can  focus  ol 
two  goals:  First,  reestablish  health  insurancfl 
as  insurance  once  again  instead  of  a  prepaid 
form  of  health  care.  Insurance  was  supposed  ti 
pay  for  budget -busting  medical  bills,  not  everll 
office  visit  and  prescription.  Second,  curtajj 
the  extraordinary  regulation  of  health-car^ 
practitioners  and  limit  malpractice  awards 
It's  a  lot  cheaper  for  a  doctor  to  check  yom 
urine  in  his  office  than  to  send  you  off  to  al 
accredited  lab.  Above  all,  beware  of  curtailin 
supply  with  disincentives,  while  piling  morjj 
demand  on  the  system. 
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How  are  you  going  to  conduct  business  now? 


Scaling  back  was  difficult.  But  now  the  challenge 
is  to  create  a  new  working  arrangement  and  get  the 
most  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
base  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
the  board. 

So  we  can  gain  insight  into  which  practices 
could  create  a  new  working  harmony.  And 
bring  you  more  creative  ways  to  help  re-engineer 
your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  you  can  out- 
perform the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practice? 


Arthur 
Andersen 


©1993  Arthur  Andersen  &  Co.  All  rights  reserved 


Arthur  Andersen  &  Co,  SC 


Economic  Trends 


BY  GENE  KORETZ 


U.S.  WEAPONS  MAKERS 
AREN'T  THE  ONLY  ONES 
TAKING  A  BEATING 


Whatever  its  vaunted  benefits  in 
reducing  the  federal  deficit, 
there's  no  denying  that  the  defense 
build-down  under  way  in  recent  years 
exacerbated  the  recession  and  is  ham- 
pering the  recovery.  But  as  economists 
Farid  Abolfathi  and  Matthew  d'Arbeloff 
of  DRl/McGraw-Hill  point  out  in  a  new 
study,  the  problems  of  adjusting  to  the 
collapse  of  Soviet  power  affect  many  na- 
tional economies  and  defense  industries. 

Even  before  the  breakup  of  the  Soviet 
Union,  aggregate  world  military  expen- 
ditures had  begun  to  decline,  note  the 
two  researchers.  According  to  DRI/Mc- 


WORLD  ARMS  EXPORTS 
ARE  DECLINING  SHARPLY 
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Graw-Hill  estimates,  U.  S.  defense  spend- 
ing has  already  contracted  by  over  22% 
in  real  terms  since  1986  and  is  projected 
to  be  down  54%  by  1997.  And  European 
defense  spending  is  expected  to  decline 
by  52%  between  1989  and  1997.  Mean- 
while, military  spending  has  fallen  even 
more  precipitously  in  Eastern  Europe 
and  among  the  former  Soviet  republics, 
where  such  expenditures  once  accounted 
for  more  than  one-eighth  of  gross  na- 
tional product. 

In  the  West,  the  U.  S.  is  taking  the 
biggest  economic  hit  as  the  defense 
share  of  gross  domestic  product  contin- 
ues its  decline  from  about  6.4%  in  1987 
and  5.2%  last  year  to  around  3.2%  by 
1997.  The  pain  is  less  severe  in  Western 
Europe,  where  defense  spending  as  a 
percent  of  GDP  has  been  only  half  of  the 
U.S.  figure,  but  the  effect  is  magnified 
because  the  sharpest  drops  are  occurring 
while  much  of  the  Continent  is  in  re- 
cession. Although  high-tech  industries 


in  many  countries  are  hurting,  Britain 
and  France  are  suffering  the  most  be- 
cause they  have  been  large  arms  ex- 
porters, while  Germany  and  other  coun- 
tries have  been  major  arms  importers. 

Indeed,  the  sharp  drop  in  military 
spending  has  already  had  a  dramatic  ef- 
fect on  world  arms  trade.  Even  with 
large  stocks  of  former  Soviet  and  Eastern 
European  arms  flooding  world  markets, 
Abolfathi  and  d'Arbeloff  calculate  that 
exports  of  major  arms  systems  have  al- 
ready declined  by  53%  since  1987  (chart). 

To  be  sure,  Persian  Gulf  nations  such 
as  Saudi  Arabia,  Kuwait,  and  Iran  have 
ordered  $50  billion  in  armaments  since 
the  Iraqi  invasion  of  Kuwait  in  1990, 
and  they  are  currently  spending  some 
$40  billion  to  $45  billion  a  year  on  de- 
fense. And  developing  nations  in  East 
and  South  Asia,  including  China,  Tai- 
wan, Indonesia,  Malaysia,  and  South 
Korea,  have  placed  $20  billion  in  arms 
orders  since  1990.  But  military  budgets 
in  most  other  developing  nations  are  ei- 
ther stagnant  or  declining,  and  rising 
outlays  in  the  Middle  East  and  Asia  are 
not  large  enough  to  offset  falling  out- 
lays elsewhere  in  the  world. 

Abolfathi  and  d'Arbeloff  concede  that 
an  anti-Western  takeover  in  Russia  or 
the  outbreak  of  a  full-scale  regional  war 
in  the  Balkans  would  impede  the  shrink- 
age in  military  budgets  they  project. 
But  they  note  that  the  economies  of 
Russia  and  its  allies  are  too  weak  to  en- 
gage in  a  renewed  arms  race  with  the 
West.  Over  the  long  run,  they  say,  de- 
fense spending  is  still  headed  down. 


TECHNOLOGY  IS  FUELING 
RETAIL  PRODUCTIVITY, 
BUT  SLOWING  JOB  GAINS 


Don't  place  the  blame  for  lagging  re- 
tail employment  growth  entirely  on 
sluggish  sales,  advises  economist  Ste- 
phen S.  Roach  of  Morgan  Stanley  &  Co. 
Productivity  growth  fueled  by  the  in- 
creasing use  of  electronic  computing  de- 
vices is  also  trimming  job  gains,  he  says. 
In  a  1992  National  Retail  Federation 
survey  of  retailers,  for  example,  some 
83%  of  respondents  said  they  will  be 
using  bar  codes  by  the  end  of  this  year. 
What's  more,  the  percentage  of  compa- 
nies that  were  already  scanning  either 
internally  prepared  codes  or  vendor- 
marked  goods  jumped  from  30%  in  1991 
to  58%  last  year. 

"The  growing  use  of  such  devices  for 
point-of-sales  computing,  inventory  man- 
agement, and  other  functions,"  says 
Roach,  "helps  explain  why  retail  employ- 
ment is  still  down  some  400,000  from 
its  1990  peak." 


BIG  COMPANIES 

ARE  STILL  AXING  JOBS 

WITH  A  VENGEANCE 


The  recovery  is  now  more  than  twJ 
yeai's  old,  but  the  drumbeat  of  anj 
nouncements  of  permanent  staff  cuts  b; 
major  U.  S.  companies  actually  appear 
to  be  getting  louder.  That's  the  view  o 
economist  Edward  S.  Hyman  Jr.  o 
International  Strategy  &  Investmen 
Group  Inc.,  who  has  been  monitorinj 
such  reports  for  several  years. 

Hyman's  survey  of  major  newspaper 
and  business  publications  indicates  tha 
the  number  of  layoff  announcement 
through  Apr.  26  of  this  year  hit  142 
some  13%  more  than  in  the  same  perioi 
in  1992.  What's  more,  the  total  numbe 
of  jobs  slated  to  be  eliminated  has  aver 
aged  nearly  56,000  a  month  so  far  thi 
year.  "When  you  remember  that  pay 
roll  employment  is  up  by  only  84,000 
month  over  the  past  year,"  he  says 
"that's  a  big  number." 


RAW  MATERIALS 
DON'T  QUITE  HAVE 
SPRING  FEVER  YET 


It  was  only  a  month  or  two  ago  that 
pickup  in  industrial-commodity  price 
spooked  the  inflation-wary  financial  mar 
kets.  Since  early  March,  however,  th 
Journal  of  Commerce's  price  index  of  1 
industrial  commodities  has  dropped  b 
4.3%,  and  the  Commodity  Research  Bu 
reau's  closely  watched  spot-price  inde: 
of  industrial  raw  materials  has  fallen  t< 
a  six-year  low. 

The  big  question  is  whether  the  re 
vei'sal  means  the  upturn  is  losing  steam 
Economist  Edward  E.  Yardeni  of  C.  Jj 
Lawrence  Inc.  attributes  the  lates 
downdraft  to  weak  industrial  economie 
overseas  and  to  continuing  metals  sale 
by  the  former  Soviet  Union  to  meet  ai 
acute  need  for  hard  currency.  "Industri 
al-commodity  price  movements  toda1 
are  responding  to  global  economic  pres 
sures,"  he  says.  "We  think  the  U.  S.  in- 
dustrial recovery  remains  on  track." 

But  Wall  Street  economist  Howan 
Sharpe  isn't  so  sure.  "The  Russians  wer 
also  dumping  metals  a  few  months  ag< 
when  industrial-commodity  prices  wen 
moving  higher,"  he  says.  Noting  tha 
the  sensitive  materials  component  of  tfri 
index  of  leading  indicators  will  be  dowij1 
in  April,  he  finds  it  difficult  to  believi 
that  the  factory  sector  is  gaining  mucl 
strength  when  industrial  commoditie 
seem  so  weak. 
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This  cellular  phone  I  got  lets  the  guys  at  the  office 
keep  in  touch  with  me  no  matter  where  I  am.  Of  course, 
there  are  lots  of  good  things  about  it,  too. 


Muratec  CT-50 
Cellular  Phone 

Call  1-800-543-4636 
for  more  information. 
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Faxes,  phones  and  whatever  we  think  of  next. 
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A  free  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


F  CLINTON  CAN'T  PASS  A  MEASLY 
il6  BILLION  PACKAGE . . . 


THE  VIEW  FROM 
I0USEH0LD  AMERICA 
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emember  Albin  Killat?  He  was  the  German  diver 
who  did  a  belly  flop  at  the  1992  Olympic  Games. 
Now  picture  President  Clinton's  first  plunge  into 
•onomic  policy. 

To  be  sure,  Clinton's  $16.3  billion  economic-stimulus 
ickage  was  too  small  to  deliver  "jobs,  jobs,  jobs"  in  the 
'st  place.  But  his  inability  to  get  even  this  token  gesture 
irough  Congress  means  that  the  President  now  has  lost 
)ints  in  the  game  he  was  elected  to  win— the  economy, 
dis  failure  raises  new  policy  uncertainties  that  could 
Iversely  affect  the  outlook. 

For  starters,  Clinton's  defeat 
is  fueling  disillusion  on  Wall 
Street.  Although  Congress  is 
locked  into  the  budget  numbers 
it  agreed  to  back  in  March,  in- 
vestors fear  that  the  results  of 
this  summer's  battle  over  the  fis- 
cal 1994  budget  could  be  sharply 
different  than  what  they  had  ex- 
pected (page  22).  In  addition,  the 
upcoming  health-care  proposals 
will  be  subject  to  the  same  Re- 
iblican  filibustering  that  killed  the  stimulus  package, 
n  both  fronts,  the  GOP  will  lob  grenades  at  the  Admin- 
tration's  onslaught  of  new  taxes. 

The  greatest  threat  to  the  economy  from  all  this  comes 
om  the  bond  market.  New  uncertainty  about  long-run 
ificit  reduction  is  making  market  players  nervous.  Long- 
:rm  interest  rates  jumped  on  Apr.  27  after  White  House 
udget  Director  Leon  E.  Panetta  expressed  discourage- 
ent  about  cutting  the  deficit  in  1993. 

The  sharp  decline  in  long  rates  earlier  in  the  year,  the 
isult  of  Clinton's  proposal  to  reduce  federal  red  ink, 
>ntained  far  more  stimulus  than  the  President's  fiscal 
ickage  did.  But  now,  new  worries  about  Clinton's  ability 
>  make  policy  could  keep  long  rates  higher  than  the  ex- 
tent inflation  outlook  would  justify.  In  particular,  the 
)nd  market  knows  that  the  health-care  debate  will  be 
mcorous— and  that  the  failure  to  contain  health-care 
>sts  alone  will  jeopardize  permanent  deficit  reduction. 

RETAIL  For  now,  at  least,  President  Clinton's  polit- 
SALES  ARE  ical  problems  are  his  own  and  not  the 
BOUNCING     economy's.  The  latest  readings  show  that 

BACK  manufacturing  still  looks  buoyant,  despite 

sharp  drop  in  March  orders.  The  trend  of  employment 

>sts  continues  to  signal  that  inflation  is  under  control. 

^ost  important,  Household  America  is  a  little  more  confi- 


dent, and  consumer  spending  in  April  appears  to  be  re- 
covering from  its  March  slump  (charts). 

The  Johnson  Redbook  Report  on  weekly  retail  activity 
shows  that  sales  through  Apr.  24  were  up  a  seasonally  ad- 
justed 2.3%  from  all  of  March.  That  is  considerably  strong- 
er than  the  previous  week's  report. 

In  addition,  sales  of  U.  S.-made  cars  and  light  trucks  in 
the  first  20  days  of  April  were  running  at  annual  rates  of 
6.6  million  and  5.1  million,  respectively.  Both  rates  are  well 
above  the  March  levels.  Combined  sales  in  April  are  like- 
ly to  hit  the  highest  level  in  more  than  three  years. 

PAYROLL  Another  good  sign  from  households  is  the 
GROWTH  IS  April  bounce  in  consumer  confidence.  The 
SLOW  BUT  Conference  Board's  index  rose  to  67.7  last 
ASSURING  month  from  63.2  in  March.  Still,  the  rise 
followed  three  consecutive  declines,  and  the  April  level  re- 
mains some  10  points  below  the  December  high,  hit  just 
after  the  election.  Households  still  seem  disillusioned  after 
seeing  their  postelection  hopes  for  the  economy  fade  into 
one  of  the  largest  tax  hikes  in  history. 

Clearly,  the  additional  taxes  required  to  pay  for  the  Ad- 
ministration's economic  program  are  shaping  up  to  be  a 
heavy  weight  on  consumer  income— and  the  economy— in 
1994.  But  in  1993,  consumers  seem  more  interested  in 
spending  it  while  they  have  it,  and  their  behavior  re- 
flects an  improving  assessment  of  present  conditions. 

In  April,  people  felt  more  pos- 
itive about  both  current  condi- 
tions and  the  outlook.  What's 
more,  consumers'  assessment  of 
their  present  situation  rose  to 
the  highest  level  in  two  years. 
The  fuel  behind  the  rise  in  this 
component  of  confidence  is  slow- 
ly improving  job  growth.  Over 
the  past  three  years,  this  index 
has  tracked  private  payrolls  al- 
most step  for  step. 

Tax  talk,  Clinton's  declining  popularity  in  the  polls, 
and  fears  of  renewed  congressional  gridlock  will  continue 
to  color  consumer  expectations— and  thus  confidence— 
this  spring.  But  as  long  as  payrolls  keep  expanding,  con- 
sumers will  increase  their  spending  based  on  the  pre- 
sent, not  the  future. 

With  the  outlook  for  consumer  demand  looking  a  little 
better  than  the  March  numbers  had  suggested,  manu- 
facturing seems  likely  to  hold  on  to  the  momentum  it 
has  picked  up  in  recent  months.  Bad  weather  hardly 
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seems  to  blame  for  the  3.7%  drop  in  durable-goods  orders 
in  March,  but  the  orders  data  are  the  most  volatile  of  the 
government's  numbers.  A  60%  plunge  in  aircraft  orders, 
following  a  122%  surge  in  February,  accounted  for  three-, 
fourths  of  the  overall  March  drop. 

The  trend  of  orders  over  several  months  is  more  impor- 
tant than  any  single  month's  blip.  On  that  score,  orders  in 
the  first  quarter  stand  3.5%  above  the  fourth-quarter 
level,  and  they  are  11.6%  ahead  of  the  year-ago  reading 
(chart).  Unless  orders  fall  further  in  coming  months,  fac- 
tory production  seems  likely  to  keep  chugging  ahead  this 
spring. 

WAGE  As  if  dealing  with  the  Republicans  and 

GAINS  ARE  the  bond  market  weren't  enough  for  Clin- 
MODEST  ton,  will  the  inflationary  potential  of  rising 
SO  FAR  labor  costs  bring  a  more  restrictive  Feder- 
al Reserve  into  the  policy  equation?  After  all,  growth  in 
the  cost  of  wages  and  benefits  seems  to  have  bottomed 
out  after  2V>  years  of  decline.  Employment  costs  for  pri- 
vate industry  rose  1%  in  the  first  quarter.  That  kept  labor 
costs  increasing  at  a  year-over-year  rate  of  3.5%,  the 
same  annual  advance  as  in  the  fourth  quarter. 

The  Fed,  however,  may  not 
apply  the  brakes  just  because 
the  days  of  slowing  wage  growth 
are  over.  That's  because  it  is 
unit  labor  costs— not  compensa- 
tion—that fuel  inflation.  And  the 
recent  gains  in  productivity  will 
keep  unit  costs  from  rising  by 
very  much  this  year. 

Wages  are  the  main  reason  for 
the  steady  growth  in  compensa- 
tion. Pay  increased  2.7%  over 
the  past  year,  not  much  different  from  the  gains  of  the 
previous  two  quarters. 

Pay  raises  may  be  a  bit  fatter  now  that  job  growth  is 
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BENEFIT  COSTS  ARE 
STILL  A  PROBLEM 


firming.  Last  quarter,  unions  negotiated  pay  increase 
averaging  3.1%  annually  over  the  life  of  the  bargainir 
agreement.  That's  a  bit  better  than  the  2.6%  yearly  rai; 
won  in  the  fourth  quarter  of  1992,  although  the  gain  is  si 
below  the  3.9%  hike  received  by  these  same  unions  whe 
they  bargained  three  to  four  years  ago. 

Benefit  expenses  have  also  slowed,  but  they  remain 
trouble  spot  for  businesses.  These  costs— including  b 
nuses,  vacation  pay,  and  health  insurance— rose  by  5.6% 
the  year  ended  last  quarter,  up  from  5.1%  in  the  prece> 
ing  quarter  (chart). 

The  Labor  Dept.  said  that  bigger  bonuses  helped  i 
boost  benefit  costs.  The  absence  of  those  payouts  meat 
that  benefits  are  rising  by  a  smaller  pace  this  quarter,  j 
addition,  Clinton's  promise  to  control  medical-care  cos 
may  stabilize  the  price  tag  for  benefits  later  on. 

However,  revamping  the  U.  S. 
health-care  system  has  an  even 
higher  degree  of  difficulty  than 
does  the  President's  deficit-re- 
duction plan.  Already,  the  White 
House's  trial  balloons  on  how  to 
finance  universal  health  care 
have  gotten  low  marks  from  the 
Republicans.  And  tax  talk  may 
further  spook  the  bond  market 
because  more  taxes  in  any 
form— from  energy  to  value-add- 
ed—could cause  a  blip  in  the  inflation  rate  over  the  ne:j 
few  years  even  while  economic  fundamentals  exert  littj 
upward  pressure  on  prices. 

Clinton  must  calm  those  concerns  quickly  because  hi 
economic  policies  will  face  an  even  tougher  time  if  I 
doesn't  have  the  backing  of  the  financial  markets.  Ij 
deed,  as  the  President  starts  his  twin  battles  on  the  buj 
get  and  health-care  fronts,  he  will  be  well  advised  i| 
heed  the  lesson  of  Albin  Killat's  off-center  dive:  Make  suij 
you  have  solid  footing  before  taking  the  plunge. 


BENEFITS 
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THE  WEEK  AHEAD 


CONSTRUCTION  SPENDING  

Monday,  May  3,  10  a.m. 
Building  spending  likely  fell  by  0.7%  in 
storm-blighted  March,  after  rising  0.1% 
in  February,  say  economists  surveyed 
by  McGraw-Hill  Inc.'s  MMS  International. 

NAPM  SURVEY  

Monday,  May  3,  10  a.  in. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
probably  rose  to  54.5%  in  April  from 
54%  in  March. 

LEADING  INDICATORS  

Tuesday,  May  4,  8:30  a.m. 

The  MMS  survey  calls  for  a  0.8%  decline 

in  the  government's  March  composite 


index  of  leading  indicators.  That  is  wor- 
risome because  the  index  was  flat  in 
January,  and  rose  only  0.5%  in  February. 

PRODUCTIVITY  AND  COSTS  

Thursday,  May  6,  10  cum. 
Did  the  first-quarter  economy  repeat 
the  fourth  quarter's  productivity  jump  of 
4.7%?  Not  likely,  but  output  per  hour 
worked  in  the  nonfarm  business  sector 
probably  managed  to  rise  at  a  respect- 
able 1%  annual  rate.  That  means  unit  la- 
bor costs  likely  increased  at  a  2.5%  an- 
nual rate  last  quarter,  after  falling  by 
0.3%  at  the  end  of  1992.  These  expecta- 
tions are  suggested  by  the  3.5%  rise  in 
compensation  costs  along  with  the  small 
gains  in  output  and  total  hours  worked 
in  the  economy  in  the  first  quarter. 


EMPLOYMENT 


Friday,  May  7,  8:30  cum. 
The  MMS  economists  expect  that  no 
farm  payrolls  rose  by  165,000  in  Apr 
Employment  had  dropped  by  22,000 
March,  but  a  steep  drop  in  constructs 
jobs  more  than  accounted  for  the  fallo 
Even  with  the  solid  gain  expected 
new  jobs,  though,  the  unemploymei 
rate  probably  was  unchanged  in  Apr 
from  March's  relatively  high  7%. 

INSTALLMENT  CREDIT 


Friday,  May  7 
Consumers  probably  increased  the 
credit  loads  by  just  $800  million 
March.  Installment  debt  had  risen  I 
$1.17  billion  in  February. 
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Under 
statement. 


NEW  AQUALAND  PRO  DIVING  WATCH.  On  the  outside  it's  strikingly  hand- 
some, but  its  real  beauty  lies  within.  It  has  an  elapsed  dive-time  chronograph,  dive-time 
US  OPEN   alarm  function,  and  maximum  depth  memory,  a  rugged,  reinforced  strap 
and  it's  water-resistant  to  660  feet.  Citizen  is  proud  to  have  been 
selected  as  the  official  timer  of  the  U.S.  Open  Tennis  Championships. 
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•  •  •  TRY/ 
TRY  AGAIN 

THE  CLINTON  ECONOMIC  PROGRAM  COULD  STILL  FLY 


After  a  cold,  soggy  April,  spring 
has  finally  come  to  Washington. 
But  even  the  riot  of  colorful 
cherry  blossoms,  tulips,  and  azaleas  isn't 
enough  to  cut  the  gloom  slowly  seeping 
through  the  capital.  The  economy  is 
showing  renewed  signs  of  sluggishness. 
Congressional  gridlock,  proclaimed  dead 
a  few  weeks  ago,  is  back.  And  President 
Clinton  is  finding  his  political  judgment 
questioned  by  everyone  from  Capitol 
Hill  Republicans  to  gadfly  Ross  Perot  to 
his  own  budget  director. 

Indeed,  Clinton  may  be  getting  vertigo 
from  his  downward  spiral.  His  tax  stim- 
ulus program — an  investment  tax  credit 
and  a  targeted  capital-gains  cut — appear 
doomed.  And  his  public  support,  eroded 
by  unpopular  stands  on  homosexuals  in 
the  military  and  a  propensity  to  break 
campaign  promises,  has  plummeted  to  a 
record  low  for  a  fledgling  President. 
Some  57%  of  voters  agree  that  "Bill  Clin- 
ton is  trying  to  do  too  much  at  once,  and 
has  lost  his  focus  on  issues  that  are 
most  important  for  him  to  deal  with," 
one  recent  poll  says.  No  wonder  the  nor- 
mally ebullient  Clinton  was  reduced  at 
an  Apr.  23  press  conference  to  wonder- 
ing: "What  could  I  have  done  differently 
to  make  it  come  out  differently?" 

Time  for  an  est  seminar  and  a  long 
soak  in  the  White  House  hot  tub?  Not 
yet.  True,  Clinton  is  licking  his  wounds 
from  the  loss  of  the  Administration's  $16 
billion  "emergency"  spending  package, 
killed  in  the  Senate  by  a  GOP  filibuster. 


But  the  fight  over  the  heart  of  his  eco- 
nomic program — $500  billion  in  deficit 
reduction,  plus  new  spending  and  tax 
breaks  to  promote  investment  and  infra- 
structure— is  just  beginning.  And  the 
President  stands  a  good  chance  of  win- 
ning approval  for  much  of  his  program. 
no  filibusters.  Business  executives,  in 
particular,  shed  few  tears  for  the  stimu- 
lus package.  Bennett  King,  chairman  of 
Albuquerque's  Aztech  International 
Ltd.,  a  maker  of  industrial  cooling  sys- 
tems, was  glad  to  see  it  die.  "All  we're 
doing  is  adding  to  the  deficit,"  he  says. 
But  Clinton's  drift  is  causing  growing 
anxiety.  "The  question  now  is  whether 
he  has  the  real  leadership  to  make  some- 
thing happen,"  says  John  V.  Roach,  CEO 
of  Tandy  Corp. 

The  President  will  have  the  opportuni- 
ty to  show  his  stripes  during  the  coming 
budget  debate.  He  faces  stiff  bipartisan 
opposition  on  many  provisions,  including 
the  ITC.  The  credit  "doesn't  do  anything 
for  the  deficit,  and  it  makes  the  economy 
more  inefficient,"  grouses  Senator  Bill 
Bradley  (D-N.  J.),  who  would  rather  pare 
back  a  proposed  two-percentage-point  in- 
crease in  the  corporate  tax  rate. 

Unlike  his  ill-fated  stimulus  plan,  Clin- 
ton's budget  proposal  will  be  considered 
under  parliamentary  rules  that  rig  the 
game  in  his  favor.  No  filibusters  are 
allowed.  And  the  final  budget  totals 
must  match  deficit  targets  approved  by 
Congress  in  March.  That  means  any  Re- 
publican fighting  a  tax  increase  or  liber- 


al Democrat  opposing  a  spending  cu! 
must  offer  an  alternative  to  keep  th  -w 
deficit  from  growing.  "There's  no  roor  ait 
for  a  filibuster,"  says  Rahm  Emanue  uin 
political  affairs  director  at  the  Whit  t  b 
House.  "We  can  even  afford  to  lose  sin 
few  Democrats." 

That  will  help  keep  the  program  mor  < 
or  less  intact.  "In  broad  outlines,  it  wi  iouj 
be  the  President's  package,  but  ther  its  < 
will  be  some  important  peripherE 
changes,"  says  C.  Clinton  Stretch,  taj  n. 
legislation  director  at  Deloitte  &  Toucht; 
The  biggest  items — such  as  boosting  th 


CHALLENGES 

TO  CLINTONOMICS 

Congress  is  beginning  serious  work  on  Pres- 
ident Clinton 's  tax  and  spending  proposals. 
While  special  congressional  rules  will  help 
him,  he  still  faces  rough  going.  A  preview: 
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Slated  to  raise  $1 
lion  over  six  years,  i 
biggest  single  tax  ir 
crease  in  the  plan- 
probably  the  safest  revenue  proposa 
ton  would  raise  the  top  rate  to  36% 
publicans  will  scream,  but  they  lack  tl 
votes  to  stop  it. 
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House 


p  individual  tax  rate  to  36%- — are  pro- 
cted,  because  big  revenue-raising  sub- 
itutes  are  tough  to  come  by. 
lling  field.  The  key  arena  in  the  bud- 
it  brawl  will  be  the  Senate  Finance 
)mmittee,  which  controls  entitlements, 
alth  care,  and  taxes.  Nearly  80%  of 
e  proposed  deficit  trims  must  pass 
rough  the  committee,  where  Demo- 
ats  enjoy  only  an  11-9  margin.  Republi- 
cs will  embarrass  the  Democrats  by 
liting  against  higher  taxes  on  Social 
•curity  benefits.  And  business  lobby- 
;s  will  push  to  kill  lesser  provisions, 


such  as  increased  taxation  of  foreign 
subsidiaries  of  U.  S.  companies. 

Putting  on  a  game  face,  many  White 
House  officials  vow  to  redouble  their 
efforts  to  pass  their  main  budget  pack- 
age. "What  we're  worried  about  is  pro- 
tecting as  many  of  the  President's  priori- 
ties as  we  can,"  says  White  House 
Communications  Director  George  Ste- 
phanopoulos.  "And  we're  going  to  fight 
for  every  bit  of  the  President's  program 
we  can  get  through  this  process."  But 
the  White  House  will  most  likely  settle 
for  some  summer  jobs,  childhood  vacci- 


nations, and  loans  for  small  businesses. 

Nevertheless,  the  return  to  economic 
basics  cheers  Patrick  "Mack"  McNa- 
mara,  an  unemployed  carpenter  commis- 
erating with  friends  at  Shannon's 
Lounge,  a  working-class  bar  in  Hoboken, 
N.J.  "I  had  hoped  the  economy  would 
be  his  primary  thing,"  he  says.  "That's 
why  we  pushed  for  him." 

But  to  win  on  the  budget,  the  peripa- 
tetic Clinton  will  have  to  keep  his  eye  on 
the  main  chance.  In  recent  weeks,  the 
has  hit  Washington 
with  a  policy  glut 
that  has  left  the  Ad- 
ministration exhaust- 
ed and  floundering.  It 
has  been  hard  for  the 
economy  to  get  much 
attention  amid  the  pas- 
sion to  reform  cam- 
paign finance,  lobby- 
ing, education,  and 
welfare.  Inescapable 
foreign  challenges — the 
leadership  crisis  in  Rus- 
sia, the  slaughter  in  Bos- 
nia— also  took  a  toll. 
HOLDING  OFF.  The  trou- 
ble is  far  from  over,  be- 
cause the  Administra- 
tion's plan  to  overhaul  the 
health-care  system  re- 
mains the  biggest  diver- 
sion of  all.  With  release  of 
the  proposal  expected  in 
late  May — nearly  a  month  be- 
hind schedule — top  officials  still  are  ar- 
guing over  key  issues  of  financing  and 
coverage.  The  President's  more  liberal 
political  aides  want  a  generous  plan  that 
quickly  brings  top-notch  benefits  to  un- 
insured Americans,  while  more  conser- 
vative economic  advisers  worry  about 
the  price  tag  and  tax  burden. 

Business  also  fears  adding  burdens  to 
recession-battered  balance  sheets.  "Pret- 
ty soon,  all  we'll  have  left  are  govern- 
ment employees,  health-care  workers, 
and  lawyers,"  says  Aztech's  King.  "I 
think  we're  going  into  a  recessionary  en- 
vironment from  heavy  taxation." 
Conservatives,  meanwhile,  bridle  at 
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A  tax  on  the  heat 
content  of  most  fuels 
would  generate  $73 
billion  through  1998. 
Powerful  lobbies 
Iready  forced  modification,  and  rev- 
stimates  will  drop  more,  as  loopholes 
p.  Republicans  plan  to  remind  Clin- 
it  the  levy  violates  his  pledge  not  to 
axes  on  the  middle  class. 


RAISE 

CORPORATE 
TAX  RATES 


Hiking  the  corporate 
rate  to  36%  is  unpop- 
ular with  business.  It 
may  be  modified  to  a 
35%  rate,  especially  if 
the  investment  tax  credit  is  dropped.  Other 
provisions — denials  for  deductions  for  lob- 
bying expenses  and  club  dues,  and  a  limit 
on  entertainment  write-offs — will  generate 
fierce  opposition. 


TAX  SOME 
SOCIAL 
SECURITY 
BENEFITS 


The  proportion  of  Social 
Security  benefits  eligible 
for  income  taxes  will  go 
to  85%  from  50%  for 
retirees  making  more 
than  $25,000.  Republi- 
cans and  some  Demo- 
crats up  for  reelection  will  try  to  paint  them- 
selves as  friends  of  the  elderly  by  opposing 
this  provision. 
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the  suggestion  that  a  generous  benefits 
package  can  be  paid  for  by  government- 
imposed  price  caps.  "I  don't  want  to  see 
wage  and  price  controls,"  Treasury  Sec- 
retary Lloyd  M.  Bentsen  told  BUSINESS 
WEEK  in  an  early  April  interview.  "I 
don't  think  you  could  have  price  controls 
across  the  board  effectively." 

The  enormous  difficulty  of  enacting 
health-care  legislation  greatly  compli- 
cates the  Administration's  political  strat- 
egy. With  the  budget  debate  likely  to 
continue  into  summer  and  with  the  con- 
troversial North  American  Free  Trade 
Agreement  next  in  line,  the  circuits  on 
Capitol  Hill  are  dangerously  close  to  be- 
ing overloaded.  That's  why  Budget  Di- 
rector Leon  E.  Panetta  suggests  defer- 
ring both  health  reform  and  NAFTA  until 
tax  and  spending  legislation  is  complete. 
And  while  U.  S.  Trade  Representative 
Mickey  Kantor  is  pushing  for  early  ac- 
tion on  NAFTA,  Bentsen  is  urging  Clinton 
to  hold  off  until  fall. 
nervous  democrats.  For  the  moment, 
Republicans  are  reveling  in  the  Demo- 
cratic disarray.  And  they  think  they  can 
score  by  attacking  both  tax  increases 
and  new  spending  in  the  budget.  "Demo- 
crats are  getting  nervous  that  people  are 
beginning  to  understand  what's  in  the 
plan,"  says  Senator  Phil  Gramm  (R- 
Tex.),  "and  the  plan  is  not  defensible." 
When  the  legislation  hits  the  Senate 
floor,  Gramm  plans  to  make  Democrats 
squirm  by  offering  an  amendment  re- 
quiring that  "no  tax  shall  go  into  effect 
until  spending  has  been  cut  by  at  least 
an  equal  amount." 

But  the  OOP's  scorched-earth  strategy 
carries  risks.  "The  Republicans  look  like 
the  guardians  of  gridlock,"  says  Melissa 
Line,  a  political  scientist  at  Goucher  Col- 
lege in  Baltimore,  Md.  "The  more  they 
w  hine  ami  i:arp,  the  mure  i  he  American 
people  will  be  turned  off."  Indeed,  a  poll 
by  Republican  Ed  Goeas  and  Democrat 
Celinda  Lake  shows  Clinton  with  a  wide 
lead  over  congressional  Republicans 
when  voters  assess  his  ability  to  create 
jobs,  reduce  the  deficit,  and  cut  govern- 
ment waste. 

After  just  100  days,  it's  way  too  early 
to  count  Clinton  out.  The  President  "has 
proven  to  be  a  fast  learner  over  the 
years,  and  he  learns  from  his  mistakes," 
says  Republican  consultant  John 
McLaughlin.  "Instead  of  using  the  big 
stick,  you'll  now  see  him  trying  to  divide 
and  conquer  among  the  Republicans  and 
appease  a  lot  of  the  conservative  Demo- 
crats." Should  Clinton  follow  his  wiser 
instincts,  his  first  defeat  could  prove  to 
be  nothing  more  than  a  painful,  but  use- 
ful, learning  experience. 

By  Paul  Magnusson,  Richard  S. 
Dunham,  and  Susan  B.  Garland  in 
Washington,  with  bureau  reports 


RESIGNATIONS 


THE  REVOLUTION  THAT  WASN'T 
AT  EASTMAN  KODAK 


Its  high-visibility  turnaround  expert  overestimated  his  power — and  left 


Attendees  at  a  mid-March  Eastman 
Kodak  Co.  dinner  in  Boston  could 
be  forgiven  if  they  emerged  con- 
fused about  who  was  running  the  com- 
pany. The  host  was  Christopher  J.  Stef- 
fen,  Kodak's  highly  touted  new  chief 
financial  officer.  A  veteran  of  turn- 
arounds at  Chrysler  Corp.  and  Hon- 
eywell Inc.,  Steffen  in  January  had  man- 
aged to  boost  Kodak's  market 
capitalization  by  $2  billion  just  by  joining 
the  company. 

In  the  flesh,  the  new  CFO  wowed  his 
audience  of  big  shareholders  with  bold 
promises  to  shake  up  the  sleepy  photog- 
raphy giant.  But  there  was  scant  men- 
tion of  Kodak  Chairman  Kay  R.  Whit- 
more.  Steffen  "was  positioning  it  as  his 
plan,  not  necessarily 
his  and  Whitmore's," 
says  an  investor  who 
was  there. 

But  back  in  the  pri- 
vacy of  Kodak's  Roch- 
ester (N.  Y.)  headquar- 
ters, Steffen  was 
discovering  that  Whit- 
more  had  other  ideas. 
"Chris  wasn't  the 
plan,  he  was  part  of 
the  plan,"  Whitmore 
now  says.  The  two 
men  clashed  repeated- 
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POWDER 
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ly  over  the  approach  to  be  taken 
executives  feverishly  worked  to  ready 
restructuring  program  for  later  thi 
summer.  Whitmore  says  the  CFO's  tun 
around  ideas  focused  only  on  restructui  - ! 
ing  Kodak's  finances  and  didn't  addres 
larger  strategic  issues.  "I  was  trying  t 
match  up  his  ideas  about  financial  n 
structuring  with  business  issues,"  say 
Whitmore.  "It  was  clear  we  weren 
agreeing  on  a  lot  of  things.' 

So,  on  Apr.  27,  after  yet  another  cor  Hi 
tentious  meeting,  Steffen  walked  int 
Whitmore's  office  and  resigned.  Whi 
more  says  that  he  and  other  top  execi 
fives  tried  to  dissuade  him,  but  Steffe 
was  adamant.  "I  would  have  done  a  lc 
to  not  let  this  happen,"  says  Whitmordi 
"It  is  extremel 
disappointing.' 

The  abrupt  end  t 
Steffen's  meteoric  1] 
week  career  at  Koda 
was  given  a  bi 
thumbs-down  on  Wa 
Street.  Concerned  tha 
Steffen's  departur 
means  that  Koda 
isn't  ready  to  embrace 
tough  measures,  ir 
vestors  pounded  K< 
dak's  stock  down  b 
11%,  to  47  >/4,  on  Apr 


APR.  28,  '93 


HRSBH 


CHRISTOPHER 
STEFFEN 

The  first  top  executive 
outsider  brought  in 
since  the  '70s,  he 
resigned  after  just 
1 1  weeks 


(chart).  "The  conclusion  you  have  to 
ich  is  that,  without  Chris  Steffen,  this 
inagement  won't  deliver,"  fumes  B. 
ex  Henderson,  an  analyst  at  Pruden- 
1  Securities  Inc.,  who  says  that  he 
lied  his  "buy"  recommendation  on  Ro- 
le "within  30  seconds"  of  the  resigna- 
n  announcement. 

pensive  bets.  The  departure  of  the 

airman's  handpicked  turnaround  spe- 

.list  turns  up  the  heat  on  Whitmore  to 

scorching  level.  A  Kodak  veteran, 

hitmore  has  been  struggling  to  re- 

mp  the  company  since  taking  the  helm 
1990.  He  has  placed  big,  expensive 

ts  on  new  technologies,  such  as  photo- 
players,  that  have  yet  to  pay  off. 

itil  early  this  year,  Whitmore  was  giv- 
poor  reviews  by  analysts  and  big 

areholders.   Among  the  complaints: 

owth  in  Kodak's  core  photographic 

irket  had  slowed  in 

e    mid-1980s.  But 

hitmore  and  other  ex- 

5  didn't  hack  away  at 

jdak's  bloated  cost 

.•ucture   and  spent 

avily  on  marketing  in 

'ailed  attempt  to  stim- 

ite  growth. 

A  $1.6  billion  restruc- 

ring  in  1991,  intended 
eliminate  excess 

sts,  turned  into  a  mi- 

r  fiasco.  The  early-re- 

ement  program  was 
generous  that  nearly 

*ee  times  as  many 

iffers    retired  as 

inned,  and  Kodak  had 
hire   new  bodies. 

hat's  more,  Kodak's 


earnings  didn't  improve  despite  the  re- 
structuring. Last  year,  profits  were 
$1.06  billion  on  revenues  of  $20.2  bil- 
lion— only  marginally  ahead  of  the  1991 
figure,  before  charges,  and  well  below 
1988's  profits  of  $1.4  billion  on  $17  billion 
in  sales.  The  board  showed  its  displea- 
sure by  slashing  Whitmore's  bonus  last 
year  by  70%,  to  $140,000. 

Under  fire  from  shareholders  and  an 
increasingly  restive  board,  Whitmore 
suddenly  changed  course  early  this  year. 
The  first  sign  came  in  January  with  the 
hiring  of  Steffen,  the  first  senior  outsid- 
er to  join  the  insular  company  in  two 
decades.  Whitmore  quickly  followed  up 
with  vows  to  focus  the  company  on 
building  shareholder  value.  He  decreed 
that  top  executives  would  have  to  buy 
large  amounts  of  Kodak  stock.  And  he 
pleased  Wall  Street  by  proclaiming  that 


Kodak  would  no  longer  count  on  growth 
in  photography.  Investors  loved  it,  and 
the  stock  soared. 

Many  Kodak  insiders  expected  Steffen 
to  have  trouble  adapting  to  Kodak's  pe- 
culiar culture.  Nurtured  by  more  than  a 
century  of  residence  in  Rochester,  where 
managers  have  little  chance  to  mix  with 
counterparts  from  other  companies,  Ko- 
dak had  become  extraordinarily  inbred. 
Many  employees'  lives  revolved  around 
company  social  events.  Inside  Kodak, 
consensus  became  the  norm,  confron- 
tation frowned  upon. 

Into  this  entrenched 
culture  stepped  Steffen, 
who  in  his  previous  CFO 
role  at  Honeywell  had 
chopped  thousands  of 
jobs,  shed  a  big  division, 
and  cut  millions  in  wast- 
ed spending.  Given  the 
huzzahs  that  greeted  his 
arrival,  perhaps  he  over- 
estimated his  power.  He 
made  no  secret  of  his  belief  that  Whit- 
more was  under  fire.  "It  tends  to  get 
management's  attention  when  guys  like 
[GM's]  Bob  Stempel  or  [American  Ex- 
press'] Jim  Robinson  are  unemployed," 
he  told  BUSINESS  week  in  mid-January. 
'vibes.'  Even  before  starting  at  the  com- 
pany, Steffen  announced  some  specific 
targets  for  items  such  as  Kodak's  debt- 
to-total-capital  ratio.  The  targets  were 
new  to  Wall  Street  analysts,  and  they 
essentially  committed  the  company  to 
selling  a  major  division.  "I  got  some 
vibes  that  Steffen  as  CFO  was  taking  on 
a  larger- than-CFO  role,"  says  an  institu- 
tional investor. 

Although  many  shareholders  are  now 
after  Whitmore's  hide,  most  insiders  and 
Kodak  watchers  believe  the  board  will 
back  Whitmore  for  now.  Kodak  may  be 
troubled,  but  it's  no  basket  case.  Mean- 
while, Whitmore  plans  to  hire  another 
outsider  as  CFO.  The  question  is,  after 
the  Steffen  debacle,  who'd  take  the  job? 

As  for  Steffen,  who 
has  jumped  from  one 
company  to  another  in 
his  rise  up  the  corpo- 
rate ladder,  his  high- 
profile  tenure  at  Kodak 
may  actually  enhance 
his  career.  The  day  he 
resigned,  IBM's  stock 
advanced  IV2  points  on 
rumors  that  Steffen 
would  become  its  new 
CFO.  If  the  aggressive 
stance  he  took  at  Kodak 
is  any  indication,  how- 
ever, Steffen  may  be 
looking  only  for  a 
CEO  job. 

By  Mark  Maremont  in 
Boston,  with  Elizabeth 
Lesly  in  New  York 


KODAK  IS  STILL  WAITING  FOR  A  PAYOFF  FROM  ITS  PHOTO-CD  TECHNOLOGY 
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CAN  WESTINGHOUSE  RESIST  PRESSURE  FROM  SHAREHOLDERS  TO  PICK  A  TOUGH  OUTSIDER? 


THE  KING  IS  DEAD. 

LONG  LIVE  THE  ACTING  KING 


The  Westinghouse  CEO  search  goes  on,  but  Gary  Clark  is  digging  in 


■  n   the   Pittsburgh   headquarters  of 

■  Westinghouse  Electric  Corp.,  they 
I  call  him  the  Clark  bar.  The  nickname 
fits.  Acting  Chief  Executive  Gary  M. 
Clark  is  chunky,  low-key,  genial,  and — 
like  the  city's  own  candy  bar — a  Pitts- 
burgh fixture.  As  he  strolls  around  the 
23rd  floor,  the  36-year  Westinghouse  vet 
has  a  smile  and  a  first-name  greeting  for 
everyone  he  sees.  His  style  is  in  sharp 
contrast  to  that  of  Paul  E.  Lego,  the 
Westinghouse  CEO  ousted  in  January  af- 
ter a  stormy  two  and  a  half  years  at  the 
helm.  But  nice  guy  that  he  is,  Clark  has 
been  dismissed  as  no  more  than  a  fill- 
in — "a  Gerald  Ford  clone,"  as  a  former 
Westinghouse  executive  puts  it. 

Now,  it  looks  as  if  Westinghouse 
watchers  may  have  un- 
derestimated Clark.  The 
company's  board  is  hav- 
ing trouble  snaring  a 
strong  outsider,  and 
Clark  is  making  a  play 
to  win  Westinghouse's 
top  job  for  good.  Under 
Clark,  Westinghouse's 
stock  has  climbed  from 
its  all-time  low  of  9%  in 
November  to  15  in  late 
April.  A  major  reason 
for  the  improvement  is 
a  timely  real  estate  deal 
Clark  pulled  off  in  early 
1  oril:  He  sold  $1     11'  »ii 
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in  Westinghouse  Credit  Corp.  assets  to  a 
partnership  formed  with  Lehman  Broth- 
ers. "Back  in  January,  I  don't  think 
Gary  would  have  given  a  dime  for  his 
chances,"  says  a  former  associate. 
"That's  changing." 

Not  that  the  board,  headed  by  former 
Amoco  Corp.  Chairman  Richard  M.  Mor- 
row, isn't  looking  around  for  outside 
candidates.  But  his  headhunter,  Gerard 
R.  Roche,  the  hotshot  chairman  of  Hei- 
drick  &  Struggles  Inc.,  has  failed  to  find 
a  good  match,  sources  close  to  the  board 
say.  The  problem,  they  say,  is  a  lack  of 
consensus  about  what  the  board  wants 
in  its  new  CEO.  The  status  quo,  which 
favors  Clark,  would  continue  the  slow 
sale  of  assets  outlined  by  Lego  last  No- 


UKOCR  CLARK  (LEFT),  WESTINGHOUSE  STOCK  IS  UP.  NORTHERN  TELECOM'S 
ST  UN  AND  PPG'S  SARNI  NO  LONGER  SEEM  TO  BE  IN  THE  RUNNING  FOR  CEO 


vember,  shrinking  Westinghouse  from1! 
$12  billion  to  an  $8  billion  company.  Thlii 
would  offset  the  $5  billion  in  chargH 
against  earnings  the  company  has  takm, 
over  the  past  two  years  for  bad  loam 
and  real  estate  losses. 

But  it's  not  clear  that  the  board  a 
withstand  pressure  from  some  aggre 
sive  Westinghouse  shareholders 
choose  a  new  leader  who  will  sla: 
costs,  spin  off  divisions,  and  drive  up  tl 
stock  far  higher  than  Clark  has.  Only 
outsider,  says  Florida  turnaround  co 
sultant  Eugene  Finken,  can  breathe  li 
into  the  company,  breaking  up  its  clubl 
culture.  "It's  like  GM,"  says  Finke 
"They  have  a  bureaucratic  mentality  ar 
act  like  a  government,  not  a  company 
big  questions.  The  board  toyed  at  fir 
with  hiring  Vincent  A.  Sarni,  who  is  r 
tiring  this  summer  from  the  top  job 
PPG  Industries  Inc.,  just  two  blocks  fro 
Westinghouse.  But  the  65-year-old  Sari 
who  hobnobs  regularly  with  Westin 
house  execs,  hardly  qualified  as  an  01 
sider,  say  sources  close  to  the  boar 
Sarni  declines  to  comment. 

Talks  with  Paul  G.  Stern,  the  toug 
cost-slashing  CEO  of  Northern  Teleco 
Ltd.,  have  also  gone  nowhere.  Ster1 
says  one  source  close  to  the  board,  w; 
discouraged  by  the  prospect  that  We 
tinghouse  might  have  to  shrink  for  thr 
or  four  years  before  it  could  start  gro' 
ing  again.  And  his  take-charge  attitud 
came  across  to  the  board  as  abrasiv 
Stern  also  declines  to  comment. 

Murrow  promised  at  the  company 
Apr.  28  annual  meeting  to  come  up  wi 
a  replacement  "within  the  next  sever 
weeks."  But  Clark  has  already  had  pie 
ty  of  time  to  make  his  mark.  He  has  p 
his  own  team  into  place.  He  also  fin 
two  of  Lego's  top  cronies,  Vice-Pre; 
dents  Eileen  P.  Massaro  and  Anthony 
Massaro  Jr.  His  real  estate  deal  wi 
Lehman  also  boosted  his  standing.  Tl 
deal  isn't  closed,  but  it  promises  to  n 
some  $750  million — in  time  to  meet  de 
payments  due  this  summer. 
Plenty  more  such  financial  tinkerir 
still  lies  ahead  for  We 
tinghouse.  The  comp 
ny  also  faces  cruci  ;« 
strategic  decisions,  su< 
as  whether  to  stay  in  i 
$2.9  billion  defense-ele 
tronics  business  or 
vest  that  money  els 
where.  These  are  b 
questions.  But  don't  e 
pect  answers  until  We 
tinghouse  has  a  CE 
without  "acting"  befo 
his  or  her  title. 

By  Stephen  Baker  wi 
Keith  L.  Alexander 
Pittsbu  rgh 
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IIUCLEAR  FUEL  RODS 
[LONG  THE  SAND  DUNES? 


Michigan  utility  plans  to  store  waste  above  ground.  It's  not  alone 


Iust  north  of  the  small  town 
of  Covert,  Mich.,  Consumers 
Power  Co.  officials  and  envi- 
nmental  activists  are  locked  in 
battle  that  marks  a  new  phase 
the  nation's  long-running 
ruggle  over  nuclear  power.  The 
mpany's  Palisades  power  plant 
actor  needs  refueling.  But  the 
ility  has  no  more  room  for  the 
ent  fuel  rods  it  must  place  in 
I  water-filled  storage  pool.  So 
msumers  is  taking  advantage 
a  1990  Nuclear  Regulatory 
>mmission  rule  that  lets  utilities 
ore  waste  above  ground  with- 
it  agency  review.  Palisades  offi- 
ils  plan  to  transfer  older  radio- 
tive  fuel  rods  from  its  storage 
•ol  into  concrete  and  steel  silo- 
:e  "casks"  on  a  site  overlooking 
ike  Michigan. 

Unless  demonstrators,  who 
tve  brandished  banners  pro- 
liming  "We  Don't  Want  Your 
isk(ets),"  find  some  way  to  stop 
e  utility,  it  will  start  moving 
e  fuel  into  the  16-foot-tall,  130- 
n  containers  on  May  7.  Such 
oves  are  sure  to  become  increasingly 
mmon.  Over  the  next  decade,  nearly 
.If  of  the  nation's  109  operating  nucle- 

plants  will  run  out  of  space  in  water- 
led  storage  pools  and  be  forced  to  con- 
fer aboveground  storage. 
The  Palisades  plant  is  causing  a  stir 
cause  it  is  the  first  to  exploit  the  1990 
tC  rule,  which  doesn't  require  utilities 

seek  approval  for  waste-storage  sites 

long  as  the  waste  is  stored  in  an 
iproved  container.  Before  1990,  five 
her  utilities  had  received  the  agency 

K.  for  above-ground  storage — but 
ily  after  a  lengthy  and  exhaustive 
lalysis  of  each  site. 

>omed  dunes?  Now,  environmental- 
;s  worry  that  the  plants  will  be  using 
lproven  technology  to  store 
mgerous  nuclear  waste.  What's 
ore,  Palisades  opponents  com- 
ain  that  the  NRC's  new  proce- 
ire  doesn't  provide  adequate 
feguards.  In  this  case,  the 
,sks  will  be  located  160  yards 
om  Lake  Michigan  on  sand 
ines  vulnerable  to  erosion. 
This  is  just  about  as  sensitive 
i  area  as  you  could  find,"  de- 
ares  an  outraged  Mary  Sinclair, 
-chair  of  Don't  Waste  Michi- 


Inu'flear  ispf^nj 

S\ei\va\ 


gan,  a  group  opposed  to  the  new  facility. 

The  storage  casks  are  an  interim  solu- 
tion to  a  problem  that  was  never  sup- 
posed to  occur.  Construction  of  a  perma- 
nent storage  repository  for  utilities' 
highly  radioactive  spent  fuel  was  sup- 
|)(isc(!  in  have  been  under  way  years 
ago.  But  environmental  concerns  and  po- 
litical opposition  have  prevented  action. 
Under  current  law,  the  federal  govern- 
ment is  supposed  to  take  possession  of 
all  spent  fuel  in  1998  and  have  a  perma- 
nent storage  site  ready  by  2010.  The 
Energy  Dept.  has  spent  more  than  $3 
billion  studying  a  permanent  gs^a, 
repository  deep  under  Neva-  k*v 
da's  Yucca  Mountain,  but  that  j 
effort  has  been  blocked  by  •** 
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technical  difficulties  and  the  fierce  oppo- 
sition of  the  state's  politicians. 

Energy  Secretary  Hazel  R.  O'Leary, 
who  had  to  deal  with  the  storage  short- 
fall as  an  executive  of  Northern  States 
Power  Co.  in  Minnesota,  has  promised  to 
review  the  government's  nuclear  waste 
program.  But  ending  the  impasse  over 
long-term  storage  does  not  appear  to  be 
a  high  priority  for  an  Administration 
preoccupied  with  other  issues.  A  perma- 
nent solution  is  decades  away. 

In  the  meantime,  utilities  are  stuck. 
The  waste,  now  about  30,000  metric 
tons,  is  projected  to  rise  to  nearly  88,000 
tons  by  2030  (chart).  Almost  all  the  spent 
fuel  sits  in  water-filled  pools  designed  to 
cool  the  radioactive  waste.  These  pools, 
which  were  supposed  to  be  temporary 
storage,  are  running  out  of  room.  Utili- 
ties such  as  Consumers  Power  are  "be- 
tween a  rock  and  a  hard  place,"  com- 
plains company  spokesman  Mark 
Savage. 

concrete  solution.  That's  why  Con- 
sumers Power  opted  for  the  new  de- 
signs. It  chose  a  cask,  manufactured  by 
Pacific  Sierra  Nuclear  Associates  of 
Scotts  Valley,  Calif.,  that  received  ap- 
proval from  the  NRC  only  on  Apr.  7.  A 
spokesman  for  Consumers  Power  says 
the  concrete-and-steel  containers  cost 
some  $500,000  apiece,  compared  with  up 
to  $3  million  for  competing  designs. 
Building  new  storage  pools  would  be 
even  more  expensive. 

At  least  two  more  utilities  are  plan- 
ning to  use  the  Pacific  Sierra  casks.  NRC 
Chairman  Ivan  Selin,  a  holdover  Bush 
appointee,  defends  the  Pacific  Sierra 
cask,  noting  it  has  undergone  extensive 
safety  tests  and  can  store  high-level  ra- 
dioactive waste  for  up  to  a  century.  "We 
shouldn't  have  to  worry  about  them  de- 
teriorating before  a  [permanent]  reposi- 
tory is  built,"  says  Selin. 

Environmentalists  and  Michigan  offi- 
cials, who  don't  share  Selin's  confidence 
about  permanent  storage,  want  to  block 
use  of  the  new  facility — at  least  until  the 
NRC  reviews  the  site.  The  state  attorney 
general's  office,  which  unsuccessful- 
ly sought  an  NRC  public  hearing,  is 
considering  other  legal  options. 

Consumers  Power  officials  need 
some  place  to  put  spent  fuel  when 
they  recharge  the  Palisades  reactor 
in  June.  "We're  a  symptom  of  a 
larger  problem,"  says  Savage. 
The  real  difficulty  remains:  find- 
ing a  permanent  place  to  put  the 
radioactive  waste,  which  will  be 
around  for  thousands  of  years. 
Until  the  political  system  faces 
up  to  the  challenge,  the  Pali- 
sades predicament  will  be  repeat- 
ed at  nuclear  plants  across  the 
nation. 

By    Mary    Beth    Regan  in 
Washington 
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IBM  THINKS  ZSCHAU  S  INDEPENDENCE  AND  ACUMEN  COULD  HELP  REVIVE  THE  COMPANY 


ED  ZSCHAU  DOESN'T  FIT  BIG  BLUE'S 
MOID — AND  THAT'S  THE  POINT 

Adstar's  singing  CEO  is  bringing  entrepreneurial  spark  to  IBM 


Call  him  the  Singing  ceo.  Ed  Zschau 
loves  to  write  and  sing  his  own 
songs.  And  he'll  do  it  for  just 
about  any  occasion.  He  wrote  a  company 
song  for  System  Industries  Inc.,  the 
computer  disk-drive  company  he  started 
in  1968.  Later,  he  penned  campaign 
tunes  for  his  congressional  and  U.  S. 
Senate  races.  Back  in  1978,  while  lobby- 
ing Congress  to  reduce  capital-gains  tax- 
es, he  sent  every  senator  and  represen- 
tative a  tape  of  his  off-key  ditty  The  Old 
Risk-Capital  Blues,  which  pleaded  his 
cause.  Recalls  Zschau:  "They  passed  the 
bill — in  spite  of  the  song." 

Zschau's  next  composition  may  have  a 
few  verses  about  Big  Blue.  On  Apr.  23, 
IBM  tapped  Edwin  Van  Wyck  Zschau 
(pronounced  "shout,"  without  the  t)  to 
head  Adstar,  its  $6.1  billion  maker  of 
disk  drives  and  other  computer  data 
storage  gear.  As  the  world's  largest 
such  company  in  a  fast-growing  market, 
Adstar  is  one  of  IBM's  prime  hopes  for  a 
turnaround.  Louis  V.  Gerstner  Jr.,  IBM's 
new  chief  executive,  knows  Zschau  only 
by  reputation,  but  evidently  considers 
him  the  right  man  for  the  job.  He 
phoned  Zschau  to  urge  him  to  take  the 
IBM  job  just  one  day  after  taking  Big 
Blue's  helm. 

With  no  experience  at  a  large  compa- 
ny, the  53-year-old  doesn't  exactly  fit  the 


Big  Blue  mold — which  is  just  the  point. 
Like  the  rest  of  IBM,  Adstar  needs  the 
extra  spark  that  a  seasoned  entrepre- 
neur like  Zschau  can  bring,  computer 
industry  watchers  say.  The  unit  lost 
$265  million  last  year,  mostly  because  of 
restructuring  charges,  and  it  is  still  mov- 
ing too  slowly.  Says  Zschau:  "I  want  to 
unleash  the  latent  entrepreneurial  spirit 
here." 

Zschau  has  the  right  credentials  for 
that.  An  Omaha  native,  he  has  one  of 
Silicon  Valley's  most  eclectic  resumes. 
He  collected  a  ba  in  philosophy  (thesis 
subject:  the  philosophical  implications  of 
Einstein's  theory  of  relativity)  from 
Princeton  University  before  heading  to 
California.  He  added  an  mba  and  a  PhD 
in  business  manage- 
ment at  Stanford  Uni- 
versity, but  a  bent  for 
the  mechanical  inherit- 
ed from  his  engineer 
father  eventually  got 
the  better  of  him.  So 
in  1968,  while  teaching 
business  at  Stanford, 
he  started  System  In- 
dustries, an  informa- 
tion-storage company, 
and  built  its  sales  to 
$75  million  before 
leaving  in  1982  to  run 


for  Congress.  For  the  past  five  years,  Hjl 
has  been  ceo  of  Censtor  Corp.,  a  smaaL 
company  that  develops  computer  disfljljj 
drive  technology. 

Adstar  could  use  some  small-compaw 
zip.  IBM  clearly  didn't  think  Ray  Abm- 
Zayyad,  Adstar's  general  manager  ml 
der  IBM,  was  getting  the  job  done.  Ym- 
now  becomes  president,   reporting  A 
Zschau.  AbuZayyad  cut  costs  and  begam 
selling  more  drives  outside  IBM's  tradjl 
tional  customer  base,  including  a  largl 
contract  to  supply  Apple  Computer  Inl  • 
And  thanks  to  steep  price  cuts,  rM 
helped  push  up  outside  sales  64%,  tn 
$450  million  last  year. 

But  analysts  say  Adstar  still  has  a  Ian 
of  work  to  do.  Its  core  market  in  driv« 
for  big  mainframes  is  shrinking,  whidti 
caused  overall  sales  to  drop  last  yeal 
And  despite  two  rounds  of  job  cuts,  an* 
lysts  suspect  that  Adstar  still  loses  moii 
ey  on  its  smaller  drives,  where  its  sha» 
ranks  behind  rivals  (chart). 
'new  culture/  How  does  Zschau  plan  t 
get  things  on  track?  For  starters,  he  w: 
try  to  win  over  computer  makers  th; 
have  always  bought  from  rivals  such  i 
Conner  Peripherals  and  Seagate  Tec! 
nology.  He  even  plans  to  sell  directly  t| 
PC  owners  via  mail  orders.  He  also  hope: 
to  accelerate  development  of  small< 
drives  for  desktop  computers.  To  c 
that,  he  says  he'll  use  new  ways  to  mai 
ufacture  the  drives — going  outside  IB 
for  parts  if  it's  cheaper.  "He's  a  ver 
creative  supporter  of  new  technologies] 
says  Novell  Inc.  Chairman  Ray  Noord:! 
wbo  knows  Zschau. 

Zschau  should  bring  intensity  to  h 
new  job.  He  demonstrated  plenty  as 
two-term  Republican  representativ 
from  Silicon  Valley  in  the  mid-1980 
Kenneth  Hagerty,  a  public  relations  guff 
who  knows  Zschau,  remembers  that  r 
often  asked  such  difficult  questions  <  tli 
committee  colleagues  that  they  stoppe 
coming  to  meetings.  A  moderate,  Zschau 
also  sometimes  bucked  his  party,  yet  g<  t 
colleagues  to  back  his  pet  initiatives.  I  : 
1986,  he  challenged  Democrat  Ala  IS 
Cranston  for  his  Senate  seat  and  lost  b! 
just  1.5%  of  the  vote. 

Even  Zschau  admii 
that  Adstar  will  be 
big  challenge  f( 
someone  used  to  sma 
companies.  But  he  fij 
ures  his  political  skil 
will  come  in  handy  i 
maneuvering  IBM's  bi  [, 
reaucracy.  He'll  nee 
those  talents  an 
more  to  reach  h: 
goal:  getting  IBM  I 
move  to  a  faster  beai 
By  Robert  D.  Hof  i 
San  Francisco 
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IS  ANGELES  I 


MING  LIBERTIES 
N  LOS  ANGELES 


layoral  candidate  Riordan  may  be  exaggerating  his  business  successes 


Richard  J.  Riordan,  the  wealthy 
Los  Angeles  businessman  who 
wants  to  be  the  city's  mayor,  is 
jing  his  best  Ross  Perot  imitation, 
ressed  in  a  tailored  blue  suit,  he's  try- 
.  g  to  convince  his  audience  of  mostly 
jor,  elderly  blacks  in  a  South  Central 
stirement  home  that  his  business 
narts  will  mean  a  difference  in  their 
ms.  "I  turned  Mattel  and  other  busi- 
ssses  around,"  Riordan  proclaims. 
N'ow,  it's  time  to  turn  L.  A.  around." 
he  response  is  underwhelming.  A  smat- 
ring  of  applause  flutters  through  the 
eeting  room,  but  before  long  the  skep- 
:al  audience  drifts  toward  the  coffee 
id  doughnuts  on  a  table  in  the  back. 
In  a  37-year  business  career  in  which 
3  became  wealthy  by  investing  in  high- 
■sk  ventures,  Riordan  has  faced  few 
lallenges  that  match  his  latest.  By 
ine  8,  when  Los  Angeles  holds  its  may- 
•al  runoff,  the  62-year-old  lawyer  must 
;rsuade  voters  that  a  city  wracked  by 
ime,  unemployment,  and  racial  strife 
lould  elect  a  white  conservative  Repub- 
;an  who  made  a  fortune  together  with 
ie  likes  of  junk-bond  king  Michael  R. 
ilken.  Riordan  led  24  candidates  in  the 
pr.  20  primary  with  33%  of  the  vote, 
at  now  he  faces  an  uphill  race. 
Riordan's  opponent,  41-year-old  Mi- 
siael  Woo,  a  Chinese-American  city 
tuncil  member,  is  preaching  racial  har- 
ony  and  has  spent  years  building  a 
agile  coalition  of  blacks,  Asians,  and 
lerals.  And  while  he  promotes  business 
welopment,  Woo  often  notes  that  he 
as  among  the  first  to  call  for  the  resig- 
ition  of  Police  Chief  Daryl  F.  Gates 
'ter  the  police  beating  of  Rodney  G. 
ing  in  1991. 

HYS  and  dolls.  Riordan  is  relying 
I  irtly  on  $3  million  of  his  own  money 
iat  he  tunneled  into  his  campaign  to 
j  ^ercome  the  two-to-one  Democratic  ma- 
rity  in  Los  Angeles.  And  he  hopes  his 
■o-business  views  will  play  well  in  a 
ty   where   unemployment   hovers  at 
;arly  11%.  To  lure  employers,  he  would 
I  ise  environmental  rules.  To  fight  crime 
|  ithout  raising  taxes,  he  proposes  leas- 
g  Los  Angeles  International  Airport  to 
private  operator  and  using  the  rent  to 
I  id  3,000  police  officers — a  40%  boost, 
i  Riordan  made  his  fortune  in  the  1970s 
I  id  1980s  by  investing  in  such  high-tech 
impanies  as  pioneering  workstation 
i  aker  Convergent  Technologies  Inc.  In 
\  :e  early  1980s,  he  formed  a  leveraged- 


buyout  firm  that  invested  in  health  care, 
real  estate,  and  grocery-store  chains — 
and  made  Riordan  an  estimated  $100  mil- 
lion fortune. 

The  centerpiece  of  his  campaign,  how- 
ever, is  his  claim  to  have  turned  around 
Mattel  Inc.  But  Riordan  never  actually 
laid  a  hand  on  the  toymaker.  He  was 
just  part  of  an  investment  group  includ- 
ing Milken's  firm,  Drexel  Burnham  Lam- 
bert Inc.,  that  plunked  down  $231  million 


shipped  jobs  to  Mexico.  "He  got  rich  by 
putting  people  out  of  work,"  says  a  Woo 
spokesman.  Jadine  Nielsen,  Riordan's 
campaign  manager,  calls  the  charges 
"irresponsible,"  adding  that  Riordan's 
investments  have  created  10,000  jobs. 
plum  JOBS.  There's  one  part  of  Rior- 
dan's business  record  that's  uncontest- 
ed— his  skill  as  a  back-room  dealmeister. 
After  he  lent  Democratic  mayor  Tom 
Bradley  $300,000  for  his  unsuccessful 
1982  gubernatorial  bid,  Riordan  won 
plum  assignments  to  negotiate  for  the 
city.  He  bought  up  railroad  rights-of- 
way  for  a  commuter-rail  system.  And  he 
kept  the  Los  Angeles  Raiders  football 
team  from  leaving  town  by  renovating 
the  Los  Angeles  Coliseum.  "For  years 
he  functioned  as  the  co-mayor  of  L.  A.," 
says  Assemblyman  Richard  Katz. 
To  become  the  real  thing,  Riordan  has 


RICHARD  J.  RIORDAN 


BORN  May  1,  1930,  Flushing,  N.  Y.,  youn- 
gest of  eight. 

EDUCATION  Princeton,  1952,  AB  in  philoso- 
phy; University  of  Michigan  1956,  JD. 

CAREER  PATH  Corporate  lawyer,  venture 
capitalist,  real  estate  investor,  junk-bond 
player  with  Drexel's  Michael  Milken. 

PUBLIC-POLICY  EXPERIENCE  Helped  nego- 
tiate agreement  to  renovate  Los  Angeles 


Coliseum,  keeping  the  Raiders  football  team 
in  town.  Negotiated  $550  million  deal  for  lo- 
cal governments  to  buy  400  miles  of  railroad 
tracks  for  use  in  light  commuter  rail. 

POLITICS  Eisenhower  Republican,  pro- 
choice.  Pro-term  limits. 

CAMPAIGN  PLEDGE  To  add  3,000  police- 
men to  L.  A.  force,  funded  by  leasing  Los  An- 
geles International  Airport. 


DATA:  BUSINESS  WEEK 


in  1984  for  a  45%  stake  in  the  ailing 
company.  As  a  director,  Riordan  did  vote 
to  install  Vice-President  John  W.  Amer- 
man  as  chairman  and  chief  executive. 
But  it  was  Amerman  who  turned  Mattel 
around  with  aggressive  cost-cutting  and 
rejuvenated  marketing  of  its  franchise 
Barbie  doll. 

Bragging  about  his  record  at  Mattel 
may  hurt  Riordan.  Woo  points  out  in  his 
TV  ads  that  after  Riordan's  investment, 
Mattel  closed  two  L.  A. -area  plants  and 


to  make  rank-and-file  voters  believe  he 
cares  as  much  about  them  as  he  does 
about  flashy  deals.  "He's  just  like  any 
other  rich  man,"  says  one  woman  leav- 
ing the  meeting  at  the  South  Central 
retirement  center.  "He's  got  all  the  mon- 
ey, but  what  can  he  do  for  us?"  Riordan 
knows  he  can't  win  unless  he  does  a 
better  job  answering  that  question  than 
Ross  Perot  did  in  November. 

By  Eric  Schine  with  Becky  Johnson  in 
Los  Angeles 
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Commentary/by  Judith  H.  Dobrzynski 

ANNUAL  MEETINGS  DON'T  HAVE  TO  BE 
A  WASTE  OF  EVERYBODY'S  TIME 


A; 


nnual  meetings,"  growls  one 
top  chief  executive,  "should  be 
Lheld  in  a  phone  booth." 
So  much  for  the  one  legal  require- 
ment for  potential  personal  contact  be- 
tween the  users,  the  providers,  and  the 
guardians  of  capital  in  Corporate 
America.  Warren  E.  Buffett  may  glory 
in  Berkshire  Hathaway  Inc.'s  yearly 
rite  of  spring,  but  most  other  chief  ex- 
ecutives and  shareholders  have  written 
off  these  gatherings  completely.  As  for 
directors,  they  have  been  known  to  sit 
in  the  front  row,  fast  asleep. 

Annual  meetings  are  a  farce  because 
they  have  been  taken  over  by  gadflies 
who  press  their  personal  concerns: 
When  will  the  meeting  be  held  in  their 
hometown?  How  can  their  car  defect 
be  fixed?  Why  can't  they  find  a  prod- 
uct in  some  small  outlet?  These  antics 
leave  little  room  for  serious  dis- 
course— such  as  questions  about  per- 
formance. For  its  part,  management 
often  wastes  time  with  slick  corporate 
histories  and  videos  of  operations. 
"The  only  thing  that  can  happen  at  an 
annual  meeting  is  damage,"  says 
a  CEO  who  sits  on  three 
boards.  "You  try  to  get 
through  it  without  any- 
thing happening.  There's 
only  downside."  He  would 
like  to  abolish  them  com- 
pletely, "except  that  it 
would  be  misconstrued." 
two  tiers.  Maybe  annual 
meetings  could  be  made 
more  useful.  In  recent  years, 
the  dynamics  of  stock  ownership 
have  changed  dramatically,  as  pension 
and  mutual  funds  have  replaced  indi- 
viduals as  the  key  source  of  capital. 
Companies  should  try  to  draw  these 
larger  shareholders  to  their  meetings. 
And  these  investors  should  want  to  go, 
not  just  when  there's  poor  perfor- 
mance. The  trick  is  to  accomplish  this 
without  alienating  the  employees,  retir- 
ees, and  individuals  who  now  regularly 
attend. 

For  a  start,  because  institutions  tend 
to  be  more  sophisticated  owners,  man- 
agement should  trim  the  slick  presen- 
tations to  allow  more  time  for  real 
questions.  Much  of  the  data  presented 
is  already  public  and  months  old,  cover- 
ing the  previous  year.  If  management 


must  do  a  presentation,  it  should  focus 
on  current  results. 

Companies  might  also  try  premeet- 
ing  meetings  for  very  large  investors. 
Often,  as  few  as  a  dozen  institutions 
own  40%-  to  50%  of  a  company — they 
have  a  right  to  tell  management  what's 
on  their  mind.  This  forum  needn't 
touch  on  inside  information,  causing 
trading  problems.  Those  concerned 
that  the  rights  of  individual  investors 
might  be  abused  should  consider  that 
big  shareholders  already  get  more  in- 
formation, earlier,  than  individuals. 
"Lots  of  companies  fax  press  releases 
to  large  holders,  while  individuals  read 
the  news  the  next  day  in  the  newspa- 
pers," notes  one  securities  lawyer. 

And  why  should  institutions  spend 
money  trekking  to  Oklahoma  City  or 
Tampa  or  Seattle  if  a  company  is  doing 
0.  K.,  particularly  if  they  invest  in 
thousands  of  companies?  Perhaps  they 
shouldn't.  Here's  where  technology 
can  help:  Companies  could  experiment 


with  teleconferencing  their  meetings. 

To  offset  the  added  expense  of  tele- 
conferencing, companies  might  consid- 
er cutting  back  on  the  goody  bags  they 
pass  out  each  year  to  meeting  attend- 
ees. Bribing  shareholders  with  corpo- 
rate products  not  only  appeals  to  the 
kooks  but  also  is  wasteful. 

Revamping  annual  meetings  won't 
fix  all  the  communications  problems 
between  shareholders,  directors,  and 
management.  But  there's  little  ques- 
tion that  the  meetings  are  still  stuck  in 
the  past.  It's  time  to  transform  them 
into  a  real  forum  for  communication. 

Dobrzynski  covers  shareholder  issues 
for  BUSINESS  WEEK. 


ANNUAL  MEETING 


BUFFETT  CAJOLES  THE  FAITHFUL  AT 
BORSHEIM'S  JEWELRY  STORE 


WARREN'S 
WORLD 


Berkshire's  annual  meeting  has 
single-star:  CEO  Buffett 


Just  after  9:30  a.m.  on  Monday,  Apl 
26,  Warren  E.  Buffett  walked  ontf 
the  stage  of  Omaha's  Orpheum  Thj 
ater,  sat  down  at  a  table  with  his  par 
ner,  Charles  T.  Munger,  and  opened  t\ 
annual  meeting  of  Berkshire  Hathaws 
Inc.  For  three  and  a  half  hours,  tin 
multibillionaire  fielded  questions  from  I 
2,200-strong  audience  that  included  foj 
mer  Federal  Communications  Commi! 
sion  Chairman  Newton  N.  Minow,  Chic! 
go  billionaire  Lester  Crown,  the  parenj 
of  Microsoft  Corp.  founder  William 
Gates  III,  various  money  managers,  ar 
plenty  of  just  plain  folks. 

This  is  not  your  typical  company's  ail 
nual  meeting.  The  business  is  over  in  si 
minutes.  Then,  it's  part  lovefest,  pai 
investment  seminar,  part .  . .  sui  generil 
What  other  CEO,  greeting  shareholder! 
would  be  besieged  for  his  autograph! 
Besides  the  fun — such  as  a  Sunda! 
brunch  for  150  "out-of-town  friends"  ar 
knocked-down  prices,  champagne,  an' 
hors  d'oeuvres  for  all  at  Borsheim' 
Berkshire's  jewelry  store — shareholder 
come  for  Buffett's  wit  and  wisdom. 

Even  if  they've  heard  it  before.  Whe 
a  shareholder  noted  Berkshire's  $12,5C 
price  and  asked  about  a  split,  anotht 
whispered,  "Here  comes  the  pizza  st< 
ry."  Buffett  said  that  the  price  speaks  i 
the  "question  of  who  we  want  as  shan 
holders" — namely,  those  who  have  th 
same  time  horizons  as  his.  Then,  he  tol 
of  the  diner  who  tells  a  pizza  maker  t 
cut  his  pie  into  four,  not  eight,  slice! 
since  "he  couldn't  possibly  eat  eight." 

A  dozen  years  ago,  Berkshire's  confa 
drew  a  dozen  or  so  shareholders.  Nov 
it's  a  mecca  for  the  company's  mostl 
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When  too  many  customers  call  your  business 
simultaneously,  they  can  turn  your  smoothly-flowing 
800  traffic  into  gridlock.  Callers  can't  get  through. 
And  rather  than  stay  on  hold  indefinitely,  they  could 
choose  to  take  their  business  elsewhere. 

Fortunately,  Sprint  has  devised  a  number  of  alter- 
nate routes  to  make  sure  you  get  every  call  in  the 
midst  of  busy  800  traffic.  For  instance,  our  800  Call 
Director3*"  features  a  unique  graphic  interface  that 
lets  you  redirect  your  800  traffic  with  point-and-click 
convenience. This  makes  it  easy  to  reroute  calls, 
even  as  your  call  center  is  reacting  to  its  own  version 
of  rush  hour. 

Call  for  details  of  guarantee.  New  800  customers  only,  s  1993  Sprint  Communic  ations  Company  L.P 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

For  the  perfect  800 
service,  guaranteed,  PM  4- 

follow  Sprints  Call  ^3UTlTll% 
1-800-827-4800. 


i 


individual  investors.  This  year,  Milton 
Macken,  who  owns  six  shares,  came 
from  Santa  Cruz,  Calif.,  to  his  first-ever 
annual  meeting:  "He's  an  interesting 
man,  and  I  wanted  to  hear  what  he  had 
to  say."  Many  are  veterans,  coming 
again  and  again  to  the  meetings. 

Buffett  usually  lets  a  young  share- 
holder ask  the  first  question.  This  year, 
Douglas  Reed,  17,  who  owns  60  shares 
and  whose  father,  William  G.  Reed,  is  a 
Microsoft  director,  asked  why  Berkshire 
didn't  have  a  larger  international  compo- 
nent. Buffett  pointed  out  that  many  of 
its  stakes,  such  as  Coca-Cola  Co.,  do  a 
lot  of  business  overseas,  and  he  men- 
tioned the  tax  disadvantages  of  foreign 
investments.  Then,  he  passed  the  ball  to 


Vice-Chairman  Munger,  who  said:  "I've 
got  nothing  to  add."  Rejoined  Buffett: 
"Sometimes  he  subtracts." 

And  so  it  went.  What  would  the  sylla- 
bus for  an  investment  class  he  taught 
include?  Is  the  stock  overvalued,  since 
Buffett  has  forecast  lower  returns  in  the 
'90s?  Will  generic  goods  hurt  Coke?  Will 
Lloyd's  of  London's  troubles  influence 
Berkshire's  insurance  business? 
no  inside  tips.  Most  of  the  answers  are 
in  the  annual  report  or  in  Buffett's  val- 
ue-investment credo.  The  Oracle  of  Oma- 
ha strives  not  to  reveal  anything  that 
could  be  a  stock  tip.  One  questioner,  not- 
ing a  government  filing,  did  elicit  the 
fact  that  Berkshire  would  set  up  a  life 
insurance  company  "very  soon." 


Berkshire's  annual  meeting  is  no  pal 
digm  for  Corporate  America.  Nor  are  m 
other  governance  practices — Buffi 
picks  its  four  other  directors,  and  lie 
board  meets  in  person  just  once  a  yei 
Buffett  escapes  complaint  because  m 
owns  almost  45%  of  a  company  whci 
stock  consistently  outperforms  the  Stii 
dard  &  Poor's  500-stock  index  by  f  \ 
And  Berkshire's  meeting  does  have  ol 
big  plus.  Shareholders  attend  not  oil 
when  they  want  to  complain,  as  at  m(| 
big  companies,  but  also  when  they  ji» 
want  to  know  more  about  their  inve| 
ment.  "They  come  because  we  ma§ 
them  feel  like  owners,"  Buffett  declar^ 
Nowadays,  that's  no  small  feat. 

By  Judith  H.  Dobrzynski  in  Omam 


LANDMARKS  I 


EMPTY  WINDOWS 
ON  THE  WORLD? 


The  New  York  eatery's  doors 
remain  closed — maybe  for  good 


■  t  was  lunchtime  at  Windows  on  the 
I  World,  and  Bryan  Musso  was  ready 
Es  to  dine  in  style.  "We  were  all  pretty 
excited  about  it,"  he  says.  But  just  as 
the  22-year-old  New  Orleans  native  and 
his  Dean  Witter  Discover  &  Co.  cohorts 
sat  down  to  eat  on  Feb.  26,  a  terrorists' 
bomb  blew  out  the  World  Trade  Center's 
parking  garage,  shutting  down  the  twin- 
tower  complex  and  its  glassy  restaurant 
in  the  sky.  Musso  spent  the  rest  of  his 
day  walking  down  107  flights  of  stairs. 

Musso  would  like  to  go  back,  but  he 
can't  get  a  reservation.  While  most  ten- 
ants in  Tower  One  have  returned  to 
their  digs,  Windows  remains  empty,  its 
renowned  wine  cellar  corked.  The  Port 
Authority  of  New  York  &  New  Jersey, 
which  owns  the  Center,  says  it  won't 
allow  the  top-floor  eatery  to  reopen  until 
major  changes  are  made — probably  in- 
cluding new  management. 

The  problem?  Windows  on  the  World 
hasn't  paid  rent  in  at  least  a  year,  ac- 
cording to  the  Port  Authority,  which 
leases  the  dining  space  to  Inhilco,  a  unit 
of  Hilton  International  Corp.  Under  the 
terms  of  the  lease,  Inhilco  pays  rent  only 
if  it  turns  a  profit — and  it  hasn't  lately. 
fallen  souffle.  Though  it  ranks  as  the 
third-biggest-grossing  independent  res- 
taurant in  the  country,  according  to  the 
trade  magazine  Restaurants  and  Insti- 
tutions, Windows'  sales  have  fallen  like 
a  bad  souffle.  In  1992,  the  restaurant 
pulled  in  $18  million,  down  from  a  peak 
of  about  $25  million  in  1987,  says  the 
Port  Authority.  "After  18  years,  it's  out- 


THE  PORT  AUTHORITY  IS  DISPLEASED  WITH  HILTON,  WINDOWS'  CURRENT  MANAGER 


lived  its  life  cycle,"  says  Randall  Hiatt, 
president  of  Fessel  International,  a  con- 
sultant the  Port  Authority  hired  last 
year  to  try  and  revive  the  restaurant. 

When  it  opened  in  1976,  Windows  on 
the  World  reigned  as  Manhattan's  res- 
taurant of  the  moment.  But  by  the  early 
'80s,  its  food  and  service  had  slipped. 
Today,  although  more  than  400,000  visi- 
tors revolve  through  its  doors  yearly, 
the  restaurant  is  largely  dismissed  by 
savvy  New  York  eaters.  The  Zagat  New 
York  City  Restaurant  Survey  awarded 
Windows  just  16  out  of  30  possible 
points  for  food  (Papaya  King,  a  hot  dog 
stand,  got  17)  and  19  for  service. 

Meanwhile,  the  multi-terraced  decor 
seems  as  dated  as  an  eight-track  tape. 
"A  restaurant  with  the  visibility  of  Win- 
dows should  be  a  trendsetter,"  says  Mi- 
chael Whiteman,  a  restaurant  consultant 
and  co-owner  of  rival  Rainbow  Room. 
"But  for  10  years,  it's  been  allowed  to 
fritter  away  from  the  public  mind." 

Competitors  speculate  that  manage- 
ment made  matters  worse  by  allowing 
staffing  and  overhead  costs  to  soar. 
More  than  260  of  the  almost  300  Win- 
dows employees,  everyone  from  bartend- 
ers to  captains,  are  unionized.  And  cop- 


ing with  rising  costs  of  food  and  utilitil 
while  maintaining  two  floors  of  pert- 
house  space  seems  a  daunting  task,  ev<| 
to  Windows'  own  employees.  "Tharj 
God  I  don't  run  the  place,"  says  Garrei 
Vlad,  a  former  floor  captain. 

Who  will  run  the  place  remains  a  bl 
question.  "We're  keeping  an  open  mirl 
and  looking  at  all  the  options,"  saj 
Robert  Catlin,  the  Port  Authority's  mal 
ager  of  consumer  and  patron  service! 
The  agency  is  compiling  a  list  of  potel 
tial  managers  that  includes  Warner  L| 
roy,  who  runs  Tavern  on  the  Green,  ari 
Alan  Stillman,  president  of  the  Nel 
York  Restaurant  Group,  which  operate! 
several  well-known  Manhattan  eateriel 
including  the  Park  Avenue  Cafe.  Hiltcf 
declines  to  comment  on  its  discussion) 
with  the  Port  Authority. 

Most  analysts  think  there's  enough  c;fj 
chet  left  on  the  107th  floor  for  someorjj 
to  turn  a  profit.  "If  you're  an  out-o|j 
towner  with  money,  that's  where  vol 
want  to  go,"  says  one  marketing  consul 
tant.  Certainly,  it's  where  Bryan  Mussfl 
wants  to  go,  still:  "I  never  did  actuall! 
get  to  try  the  food,"  he  says.  Someday 
the  food  may  be  worth  his  wait. 

By  Julie  Tilsner  in  New  Yor< 
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Now,  No  Sales  Loads 

On  7  Fidelity 
International  Funds 


In  today's  global  economy,  international  investing  can  play  a 
key  role  in  a  diversified  portfolio.  As  part  of  our  commitment 
to  helping  investors  meet  their  needs,  Fidelity  now  offers  the 
greatest  selection  of  no-load  international  mutual  funds. 

The  Growth  Potential  of 
International  Investing 

International  markets  can  provide  investors 
with  strong  long-term  growth  opportunities. 

In  fact,  over  the  past  ten 
years,  many  overseas  mar- 
kets have  significantly  out- 
performed the  U.S.  Of 
course,  you  should 
be  aware  that  international 
investing  entails  greater 
risk  and  share  price 
volatility  as  well 
as  greater  potential 
rewards  when  compared 
to  U.S.  investments. 


How  World  Market  Returns  Compare 


HONG  KONG 
FRANCE 
SPAIN 
NETHERLANDS 
JAPAN 
UK 

SWITZERLAND 
AUSTRALIA 
GERMANY 
USA 
ITALY 
CANADA 


24.8 


22.3 


20.8 


19.7 


18.0 


17.9 


r 


15.2 


15.1 


10.7 


10  Year  Average 
Annual  Returns' 


10      15      20     25  % 


This  chart  does  not  represent  the 
performance  of  any  Fidelity  fund. 


Call  Fidelity 
Today 


Call  a  Fidelity  representative  today  for  more 
complete  information  about  any  of  our  no-load 
international  funds.  All  it  takes  is  $2,500.  Or 
ask  for  a  free  Fidelity  IRA  fact  kit,  including  a 
transfer  form,  and  start  your  IRA  with  just  $500/ 


Fidelity's  No-Load 
International  Funds 


►  Fidelity  Worldwide  Fund 

►  Fidelity  International 

Growth  &  Income  Fund 

These  broadly  diversified  international 
funds  invest  across  a  wide  range  of 
world  markets. 

►  Fidelity  Canada  Fund 
^  Fidelity  Japan  Fund 

These  funds  seek  growth  opportunities 
in  a  specific  international  market. 

►  Fidelity  Emerging  Markets 

Fund 

►  Fidelity  Southeast  Asia  Fund 

►  Fidelity  Latin  America  Fund 

These  funds  aggressively  target  devel- 
oping nations  believed  to  offer  unusual 
growth  potential. 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  Investments 


Common  sense.  Uncommon  results. 

2r 

'Each  fund's  3%  sales  charge  has  been  waived  through  May  31,  1994.  The  chart  above  presents  average  annual  total  returns  for  the  10-year  period  ended  March  31, 
1993,  for  all  international  markets  with  over  $100  billion  in  market  capitalization  (Morgan  Stanley  Capital  International).  Average  annual  total  returns,  as  measured 
in  U.S.  dollars,  include  change  in  share  price,  dividends  paid  and  the  net  effect  of  reinvesting  dividends.  The  results  are  historical  and  the  chart  is  nol  intended  to  rep- 
resent the  future  performance  of  any  of  these  markets  or  any  Fidelity  fund  Past  performance  is  no  guarantee  of  future  results.  The  funds  may  or  may  not  invest  in  the 
countries  represented  in  the  chart.  For  more  complete  information,  including  charges,  expenses  and  any  redemption  fees,  call  for  a  free  prospectus.  Read  it  careful- 
ly before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
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SNAP,  CRACKLE, 
HOP? 

Makers  of  branded  prod- 
ucts from  Marlboros  to 
Pampers  have  had  to  cut 
prices  to  compete  with 
no-name  competitors. 
Are  cereal  makers  next? 
After  years  of  5%  annual 
price  increases,  hikes  are 
slowing,  but  big-name 
cereal  sales  are  falling. 


SALES* 

VS.  '91 

MILLIONS 

PERCENT 

CHEERIOS 

S299.7 

-5.9% 

General  Mills 

FROSTED  FLAKES 

277.4 

-2.2 

Kellogg 

HONEY  NUT 

CHEERIOS 

217.5 

-3.7 

General  Mills 

CORN  FLAKES 

202.3 

-4.6 

Kellogg 

RICE  KRISPIES 

201.5 

-4.3 

Kellogg 

PRIVATE-LABEL 

352.4 

7.4 

'FOR  THE  52  WEEKS  ENDED  MAR  21 
DATA  INFORMATION  RESOURCES  INC. 


READY  FOR 
TRANSEUROPE  AIR? 


►  Is  it  AirEurope  in  the  mak- 
ing? Four  European  air- 
lines— KLM  Royal  Dutch  Air- 
lines, Swissair,  Scandinavian 
Airlines  System,  and  Austri- 
an Airlines — say  they  may 
form  a  new  megacarrier  with 
209?  of  Europe's  market. 
Merging  would  save  money, 
but  some  20,000  of  the  air- 
lines' 70,000  workers  may 
have  to  be  laid  off  to  match 
U.  S.  staffing  levels.  Head- 
quarters would  likely  be  in 
the  Netherlands,  which  has  a 
treaty  allowing  carriers  to  fly 
into  any  U.  S.  city. 


A  SLAM-DUNK 
CONTRACT  FOR  THE  NBA 


►  The  National  Basketball 
Assn.,  the  first  big  sports 
league  to  share  revenues 


with  its  players,  now  is  try- 
ing revenue-sharing  of  a  dif- 
ferent sort.  NBC  announced 
on  Apr.  28  that  it's  paying 
some  $750  million  to  renew 
its  four-year  deal  with  the 
NBA.  That's  25f;f  more  than  it 
paid  to  snag  the  NBA  in  1989. 
NBC  is  so  sure  it  will  turn  a 
profit — even  with  the  fat  con- 
tract— that  it  also  has  agreed 
to  share  half  of  its  game  ad 
revenues  with  the  NBA  once 
the  network  reaches  an 
agreed-upon  profit  level. 


BIG  SPENDERS 
AT  THE  EBRD 


►  Oh,  those  high-living  Euro- 
peans! Alleged  heavy  spend- 
ing at  the  European  Bank  for 
Reconstruction  &  Develop- 
ment is  threatening  U.  S. 
support  for  the  institution, 
created  to  promote  develop- 
ment in  the  former  commu- 
nist states.  The  U.  S.  is  sup- 
posed to  come  up  with  an 
additional  $70  million  in  capi- 
tal. But  key  senators  told 
Treasury  Secretary  Lloyd 
Bentsen  that  the  money  is  in 
peril  unless  the  bank  slashes 
its  lavish  spending  on  staff 
and  facilities. 


NOW  THE  SEARS 
CATALOG  GETS  RESPECT 


►  Some  people  are  more 
fondly  remembered  in  death 
than  in  life.  That  appears  to 
be  true  of  the  Sears  Roebuck 
catalog,  too.  Sears  says  that 


THE  RIGHT  ONE,  BABY 


In  the  world  of  baby  bottles, 
wild  and  crazy  ideas  are  usually 
not  part  of  the  formula.  At  least 
not  until  Steven  Dunn  founded 
Munchkin  Bottling.'  The  former 
venture  capitalist  persuaded 
PepsiCo  and  Dr  Pepper/Seven- 
Up  to  let  him  use  their  logos  on 
his  baby  bottles.  Now,  Dunn  is 
shipping  75,000  bottles  a  day  to 
Kmart,  Woolworth,  and  other 
national  chains.  Bradford  Li- 
censing Associates,  Pepsi's  licensor,  says  Munchkin  is  now  1 
cola  giant's  top  U.  S.  licensee. 

Is  this  the  ultimate  in  cynical  get-'em-while-they're-youl 
marketing?  Naw,  says  Bradford  executive  Fran  Adams.  "Tl 
is  not  an  invitation  to  give  children  Pepsi,"  she  says.  "It's  j| 
fun."  Pepsi  says  its  research  shows  that  parents  don't  mind'j 
all  seeing  the  logo  of  a  mass-marketed,  caffeinated.  sweeter! 
beverage  in  the  nursery.  Gee.  How  about  a  team-up  betwc-j 
Pampers  and  Guess?  Jeans?  Maybe  Pizza  Hut  pacifiers? 


halfway  through  its  closeout 
"sale  of  the  century,"  the 
catalog  is  fielding  1  million 
calls  a  day,  double  the  traffic 
usually  handled  during  the 
frantic  Christmas  season. 
The  sale  ends  on  May  30,  and 
the  catalog  shuts  down  later 
this  year.  Until  then,  callers 
had  best  be  patient — scores 
of  them  are  on  hold  at  any 
given  time.  Sears  has  added 
2,000  temporary  operators  to 
handle  the  load. 


A  BEATING  FOR  BAXTER 
OVER  ARAB  SUPPORT 


►  Since  admitting  it  cooperat- 
ed with  the  Arab  boycott  of 
Israel,   Baxter  International 


FKE&I  PENT  HAS 
[76C-IPEP  ID 

&ex  tcosh 
wrm  seRF^A,, 

VME'F?E  SENPING 
IN 

JAMET  RENO. 


has  faced  heavy  criticisi 
Now,  the  New  York  Pulm 
Employees  Retirement  Sjj 
tern,  which  holds  947, CP 
Baxter  shares,  has  jumrB 
into  the  fray.  On  Apr.  26.1 
fund  official  wrote  an  ang|; 
letter  to  Baxter  CEO  a| 
Chairman  Vernon  Loucks  ,| 
demanding  that  Baxter  ol» 
cials  be  held  responsible.  T| 
pension  fund  will  vcf 
against  Baxter's  directi 
nominees  at  the  annual  mel 
ing  on  Apr.  30.  It  and  otrl 
institutional  investors  ml 
try  to  force  Loucks  to  drg 
either  his  chairman  or  chf 
executive  title. 


INTERACTIVE  TV 
IN  '93 


►  The  future  is  closer  th 
you  think:  On  Apr.  27,  Gen 
al  Instrument,  Intel,  and  J 
crosoft  announced  the  dev 
opment  of  a  new  generati 
of  cable  and  satellite  TV  cc 
verters  that  will  unscramt 
cable  programs  and  act  as 
TV-top  computer  for  inter; 
tive  television — potentially 
lowing  viewers  to  do  thin 
such  as  play  along  with  Jeo 
a  rely!  from  their  homes.  T 
DigiCable  boxes,  to  be 
veiled  late  this  year,  will 
rented  out  to  consume 
through  cable  operators. 
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COPYING  POWER. 

PRINT!       IP  WER. 

SCANNING  POWER.  GET 

THE^Eft  'OWER  TO  PUT  ON 

PAPER  WHAT  YOU  CREATE  ON 


THE  SCREEN.  HI  THE  POWER  TO  SCAN  IN 
24-BIT  COLOR.       THE  POWER  TO  PRINT  IN  24-BIT 

COLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
GRADATIONS  PER  COLOR.  IN  WINDOWS  AND  MACINTOSH: 
GET  THE  POWER  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON 
CJIO  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-QUALITY 


-1  


COLOR  COPIES.  TO  GIVE 
AFFORDABLE  ENOUGH 
GET  THE  POWER.  CALL 


COLOR  BUBBLE-JET  COPIER 


YOU  THE  POWER  OF  COLOR. 
FOR  ANY  SIZE  BUSINESS. 
1-800-OK-CANON. 


Come  see  the  Canon  Greater 
Hartford  Open  Golf 
Tournament  June  24-27,  or 
watch  it  on  CBS  (June  26-27  ) 


B  1992  Canon  U.S.A.,  Inc 

Canon  is  a  registered  trademark  of  Canon  Inc 

Bubble-Jet!"  CJ10  logo  and  color  mark  are  trademarks  ot  Canon  Inc 
Macintosh*  is  a  registered  trademark  ot  Apple  Computer.  Inc 
Windows'"  is  a  trademark  ot  Microsoft  Corporation 


THE  POWER  OF  COLOR  IS  YOURS. 


Canon 


The  9  0th  Anniversary  LeSabre 


Leave  the  sticker  on, 
and  show  everyone  how 
smart  you  are. 


Or  take  it  off, 
and  let  them  think  you 
paid  thousands  more. 

s.  (§)  buick  driver  seat  and  antenna  •  driver  air  bag 


Value.  It's  spelled  out  right  there  in 
black  and  white,  at  the  bottom  of  the 
sticker.  The  price  of  the  90th 
Anniversary  Buick  LeSabre.* 

If  you  need  more  proof  of  LeSabre's 
incredible  value,  consider  that  LeSabre 
has  the  highest  resale  value  in  its 
class.**  Then  look  at  the  sticker  again. 

You'll  see  that  this  car  comes  equipped  with  a 
long  list  of  standard  equipment,  including: 
•  3800  V6  engine  •  air  conditioning  •  power 


19  fj§  28 

$18,999 

•  ABS  brakes  •  power  windows  and 
door  locks  •  AM-FM  stereo  cassette 

•  DynaRide®  suspension  •  PASS-Key® 
theft-deterrent  system  •  special  90th 
Anniversary  badging. 

The  90th  Anniversary  LeSabre  is  our 
anniversary  gift  to  you.  So  drive  one  home.  Oh, 
about  the  sticker— go  ahead,  take  it  off.  Keep  them 
guessing.  For  more  information,  see  your  Buick 
dealer  today  or  call  1-800-4A-BUICK. 


*MSRP  includes  dealer  prep  and  destination  charge  Tax  and 
license  are  additional  •'Information  from  IntelliChoue,  Inc's 
1 993  The  Complete  Car  Cost  Guide 
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Buckle  up,  America! 
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URWAVES  FOR  SALE: 
CONTACT  BILL  CLINTON 


flA   fter  more  than  a  decade  of  debate,  it  looks  as  if  super- 
M  salesman  Bill  Clinton  is  about  to  pull  off  what  his  Re- 
publican  predecessors  never  could:  auctioning  a  chunk 
'  the  nation's  airwaves  for  a  cool  $7  billion  over  five  years. 

The  idea  was  first  pitched  during  the  Carter  Administration, 
id  it  appeared  in  every  budget  proposed  by  Presidents  Rea- 
an  and  Bush.  Supporters  argued  that  selling  the  spectrum 
ot  only  would  raise  money  but  also  would  end  the  politicized 
rocess  of  government  regulators  granting  broadcast  licenses. 

Every  year,  congressional  Democrats,  who  believed  the 
irwaves  were  akin  to  the  national  parks, 
illed  the  idea.  But  now,  a  cash-strapped 
linton  has  proposed  his  own  plan  to  sell  off 
art  of  the  radio  spectrum,  and  this  time 
[ill  Democrats  are  behind  him.  The  idea's 
)ughest  foe,  House  Energy  &  Commerce 
ommittee  Chairman  John  D.  Dingell  (D- 
lich.),  finds  the  notion  far  more  palatable 
nth  a  Democrat  in  the  White  House.  An- 
ther longtime  critic,  House  Telecommunica- 
lons  &  Finance  Subcommittee  Chairman 
Idward  J.  Markey  (D-Mass.),  has  become  a 
ig  booster.  "The  government  is  losing  out 
n  much-needed  revenue,"  he  says. 

The  sale  would  take  place  over  several 
ears.  A  bill  turning  200  megahertz  now 
on  trolled  by  the  government  over  to  pri- 


DINGELL  NOW  BACKS  THE  PLAN 


ate  use  is  wending  through  Congress.  Then  the  Administra- 
ion  would  auction  part  of  the  newly  available  spectrum. 

Most  of  the  money  would  be  collected  through  bidding  on  li- 
enses  for  a  new  form  of  cellular  communication  called  person- 
1  communication  services,  or  PCS.  In  addition,  television 
'roadcasters  might  have  to  pay  for  the  extra  channels  they 
/ould  need  to  broadcast  high-definition-TV  signals.  And  radio 
tations  could  be  required  to  buy  spectrum  space  for  high-qual- 
:y  radio  broadcasts.  The  channels  now  used  by  radio  and  TV 
tations,  and  by  local  governments  for  such  services  as  police 
nd  fire  communications,  would  remain  free. 


But  if  the  auction  is  a  done  deal,  there  are  still  key  legisla- 
tive battles  ahead.  The  biggest  question:  How  much  of  the 
spectrum  will  be  sold?  Commerce  Secretary  Ronald  H.  Brown 
wants  to  auction  all  new  licenses.  But  some  congressional 
Democrats  are  more  cautious.  Senate  Communications  subcom- 
mittee chairman  Daniel  K.  Inouye  (D-Hawaii)  favors  a  relative- 
ly small  test  auction  of  30  megahertz. 

Broadcasters  also  will  ask  for  an  exemption.  They'll  claim 
that  their  service  is  in  the  public  interest  and  that  HDTV 
should  not  be  treated  differently  from  today's  television.  But 
broadcasters  seem  resigned  to  the  auctions 
and  have  focused  on  limiting  the  damage. 
PAY  LATER.  Another  looming  battle:  how  to 
protect  small  businesses  in  the  auction. 
Many  fear  they  will  be  outbid  by  companies 
with  deeper  pockets.  They  also  worry  that 
their  bigger  rivals  will  buy  spectrum  they 
don't  need  and  lock  up  promising  markets. 
R.  Craig  Roos,  president  of  a  small  New 
York-based  wireless-phone  concern  called 
Locate  Inc.,  says  if  the  spectrum  is  sold, 
"small,  innovative  telecommunications  compa- 
nies will  become  a  part  of  this  nation's  histo- 
ry rather  than  a  part  of  its  future." 

The  Clintonites  are  urging  Congress  to 
level  the  playing  field  by  allowing  companies 
to  bid  for  a  share  of  the  airwaves  by  pledg- 


ing future  revenues,  instead  of  up-front  cash.  But  most  other 
disputes  will  be  resolved  by  the  Federal  Communications 
Commission,  long  after  Congress  has  authorized  the  sales. 

Will  spectrum  sales  strengthen  the  big  communications 
combines  at  the  expense  of  smaller  outfits  and  consumers?  Not 
necessarily.  Britain  and  New  Zealand  have  successfully  sold  off 
part  of  their  broadcast  spectrums.  And  the  Clintonites  are  de- 
termined to  make  the  auction  system  work  in  the  U.  S.  Even 
the  plan's  critics  admit  that,  after  all  these  years,  it's  an 
idea  whose  time  has  come. 

By  Mark  Lewyn 


CAPITAL  WRAPUP I 


LABOR 


For  unions,  this  year  marks  the  best 
chance  in  15  years  to  win  favorable 
changes  in  the  nation's  labor  laws.  Un- 
fortunately for  the  AFL-CIO,  however, 
the  best  may  not  be  good  enough.  The 
top  item  on  labor's  agenda  is  legislation 
prohibiting  companies  from  hiring  per- 
manent replacements  for  striking  work- 
ers. The  House,  which  passed  the 
measure  easily  in  1991,  is  expected  to 
approve  it  again  sometime  in  the  next 
few  weeks.  But  in  the  Senate,  sup- 
porters will  need  60  votes  to  break  an 
expected  filibuster.  Last  year,  they  fell 
three  votes  short,  and  they  may  have 
trouble  coming  that  close  again.  In 


1992,  Bob  Packwood  of  Oregon  was 
one  of  just  five  Republican  senators 
voting  to  end  debate.  But  because  un- 
ions abandoned  him  in  his  tight  reelec- 
tion race  last  year,  he  may  not  support 
the  bill  now.  In  addition,  some  conser- 
vative Democrats  voted  for  cloture  con- 
fident that  President  Bush  stood  ready 
to  veto  the  striker-replacement  bill. 
Bill  Clinton  could  probably  pull  the 
measure  through  the  Senate  with  an 
all-out  effort.  But  while  he's  deeply  in 
organized  labor's  debt,  that's  unlikely 
to  happen.  Deficit  reduction  and  health- 
care reform  remain  much  higher  prior- 
ities for  the  Administration,  and  the 
President  can  only  afford  a  limited  in- 
vestment in  the  labor  measure. 


NANNIES 


The  White  House  and  Senate  Demo- 
crats are  close  to  agreement  on  the 
"nanny"  issue  that  threatened  to  de- 
rail dozens  of  Administration  subcabi- 
net  appointments.  Under  a  policy 
worked  out  with  the  Senate  Judiciary 
Committee,  having  failed  to  pay  So- 
cial Security  or  other  taxes  for  house- 
hold help  would  no  longer  be  disquali 
lying— as  long  as  the  nominee  has 
made  good  on  any  payments  owed.  Un- 
paid Social  Security  taxes  helped  sink 
the  nomination  of  Zoe  Baird  to  be  At- 
torney General  and  blocked  the  ap- 
pointment of  Washington  lawyer 
Charles  F.  Ruff  to  a  top  Justice  post. 


<\SHINGTON  OUTLOOK 
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RUSSIA  I 


YELTSIN'S 
LAST  CHANCE 


He  has  little  time  to  turn  his  electoral  victory  into  concrete  results 


T 


|The  Fate  of  Russia  Is  In  Your 
Hands!"  proclaimed  banners 
stretching  across  the  streets  of 
Moscow  and  other  Russian  cities.  What 
was  surprising  was  how  seriously  voters 
took  that  message.  In  a  critical  Apr.  25 
referendum,  Russians  rebuffed  conser- 
vatives and  gave  President  Boris  N. 
Yeltsin  a  58$  vote  of  confidence.  Defy- 
ing expectations,  53$  of  voters  also 
backed  his  tough  economic  program.  The 
clear  public  mandate  is  a  serious  Mow  to 
the  coalition  of  hard-line  legislators 
blocking  Yeltsin's  reforms. 

Now  the  big  issue  is  how  well  and 
how  fast  Yeltsin  can  use  his  mandate. 
He  is  likely  to  accelerate  the  brisk  sell- 
off  of  state  factories  and  allow  private 
land  ownership.  At  the  same  time,  he 
has  to  stop  Russia's  dramatic  drop  in 
industrial  production  and  strengthen  the 


ruble,  which  is  now  worth  just  one-tenth 
of  a  cent.  And  without  touching  off  mas- 
sive unemployment,  he  must  get  a  grip 
on  an  inflation  that's  still  roaring  along 
at  18%  a  month. 

Most  important,  Yeltsin  appears  set  to 
push  hard  for  a  new  post-communist 
constitution  that 
would  vastly  change 
how  Russia  operates. 
It  would  create  a 
presidential  republic, 
with  Yeltsin  at  its 
head,  and  a  new  bi- 
cameral legislature. 
Elections  for  the  new 
federal  assembly 
could  come  as  early 
as  this  fall.  The  trick 
for  Yeltsin  is  to  win 
backing  for  the  new 


constitution  while  the  obstructionist  Cer- 
gress  of  People's  Deputies  remains  tic 
legitimate  legislature.  In  the  refer*  fe: 
dum,  Yeltsin  failed  to  win  enough  vol  its 
to  force  new  legislative  elections.  o 
Voters  are  itching  for  results.  Erne] ,  li 
ing  from  polling  station  No.  22,  a  M  > 
cow  high  school,  a  33-year-old  constr  stf 
tion  foreman  says:  "I  want  somethip. 
new.  I  want  the  reforms  to  move 
Yes,  it's  bad  now.  But  I'm  hoping  it 
be  better."  Notes  Gleb  Yakunin,  a  leacta 
of  Democratic  Russia,  the  reform  grc  oi 
that  has  backed 
sin  since  1990:  "PeoJfJ 
are  saying,  'We're 
ing  for  Yeltsin,'  bui 
he  doesn't  fulfill 
promises  he  made 
won't  vote  for 
again.  It's  a  critijie: 
time." 

OK  notice.  Yeltsin 
already  assertin 
newfound  confidenjrc; 
Within  hours  after 
victory  was 
nounced,  he  put 
servative  critics  on 
tice   that  they  ( 
hold  hostage  his 
eign  policy,  which 
so  far  been  highly 
operative  with 
West.  Snubbing  oilfe 
nents  who  back  Se 
in  former  Yugosla  p 
Yeltsin  sharply 
cized  militant  Se 
and  called  for 
sive  measures' 
solve  the  conflict, 
words  echoed  thost 
President  Clinton, 
is  mulling  military 
tion.  So  it's  not 
Administration  offi 
'very  pleased"  at 
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prising  that  an 
declares  himself 
Yeltsin's  victory.  Now,  the  push  is  o\ 
speed  up  delivery  of  some  $43  billio 
Western  aid  to  help  cement  Yelts 
position. 

But  foreign  policy  is  still  a  sides]  g 
compared  with  ^ 
sin's  domestic  p  )t 
lems.  To  break 
constitutional  d<  nj 
lock,  Yeltsin's  pla 
to  use  his  referen<  t 
victory  to  win 
port  for  his  new 
stitution  from  re 
sentatives  of 
country's  88  rej. 
and  republics, 
he  would  call  a  o 
tutional  asse 


CRITICAL  JUNCTURE:  YELTSIN  MUST  CURB 
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INFLATION  AND  STRENGTHEN  THE  RUBLE 
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reen 


would  include  parliamentary  repre- 
itives  to  approve  the  document, 
h  would  be  confirmed  in  a  nation- 
referendum. 

ie  draft  constitution,  modeled  loose- 
ner Germany's,  would  give  Russian 
ms  the  right  to  own  and  freely  dis- 

of  private  property  for  the  first 
.  It  would  give  Yeltsin,  as  head  of 
i,  the  right  to  appoint  the  Prime 
ster,  the  Cabinet,  the  central-bank 
•man,  and  all  top  judges — with  con- 
ation by  the  Federal  Assembly.  The 
mbly  would  include  a  State  Duma  of 
^sentatives  elected  according  to  pop- 
on,  and  the  Council  of  Federation, 
•e  Russia's  regions  would  be  repre- 
id.  For  Yeltsin,  much  depends  on 
;her  the  regions  are  satisifed  with 

limited  rights  of  self-management 
■r  the  constitution, 
sltsin  is  also  expected  to  buttress  his 
itization  program  by  forbidding  lo- 
es,  such  as  Novosibirsk,  from  sus- 
ing  auctions  at  which  state  proper- 
are  sold  off.  He's  also  likely  to  issue 
decrees  soon  on  land  privatization,  a 
•eform  for  which  he  has  campaigned 
/ears. 

)R  shakeup?  The  most  urgent  eco- 
ic  issues,  however,  are  combating  in- 
jn  and  strengthening  the  ruble.  Be- 
ne can  act  on  either  matter,  Yeltsin 
t  decide  how  to  handle  a  major  gov- 
lental  rift.  On  one  side  are  reform- 
iuch  as  Vice-Premier  Boris  Fyodorov 
insist  that  the  money  supply  must 
irastically  tightened  to  prevent  hy- 
lflation.  But  other  officials,  such  as 
ral-bank  Chairman  Viktor  Geras- 
ko,  insist  that  halting  the  slide  in 
strial  production  and  preventing 
5  unemployment  are  the  key  goals — 
if  it  means  inflation.  Up  until  now, 
sin  and  Prime  Minister  Viktor  Cher- 
yrdin  have  bounced  back  and  forth 
reen  the  two  wings. 
»  decide  the  matter,  Yeltsin's  govern- 
t  could  be  in  for  a  major  shakeup, 
aps  at  a  major  meeting  scheduled 
Vpr.  29.  Radicals  believe  that  Yeltsin 
t  jettison  reluctant  reformers  such 
ie  new  First  Deputy  Prime  Minister 
Economics  Minister  Oleg  Lobov, 
doggedly  supports  the  power  of  in- 
rial  ministries  over  state  property, 
that  may  be  hard  for  Yeltsin  since 
)v  is  also  a  crony  from  a  time  when 
sin  was  communist  boss  of  the  grit- 
ldustrial  city  of  Ekaterinburg.  Wor- 
Andrei  Illarionov,  a  government  eco- 
ic  adviser:  "If  the  President  does  not 
ige  the  government  very  quickly  and 
very  radical  direction,  he  will  lose 
>st  everything."  Yeltsin  clearly  is  at 
•itical  juncture.  How  well  he  per- 
is could  seal  Russia's  fate. 
/  Rose  Brady  and  Deborah  Stead  in 
'.ow,  with  Amy  Borrus  in  Washington, 
Richard  A.  Melcher  in  London 


GERMANY  I 


THE  RUNWAY  IS  CLEAR 
FOR  DEUTSCHE  AEROSPACE 


In  four  years,  CEO  Schrempp  has  made  it  the  pacesetter  in  Europe 


For  most  aerospace  executives,  1993 
is  shaping  up  as  the  year  of  the 
ulcer.  Airlines  are  canceling  jet  or- 
ders at  every  turn.  There's  a  dearth  of 
new  defense  contracts  worldwide.  And 
budget-conscious  governments  are  rein- 
ing in  space  programs. 

But  Jiirgen  E.  Schrempp  feels  just 
fine.  The  hard-driving  chief  executive  of 
Daimler  Benz's  $10.8  billion  Deutsche 
Aerospace  (DASA)  unit,  Schrempp  is  pilot- 
ing Germany's  big  power  grab  in  world 


SCHREMPP: 
PILOTING  A  BIG 
POWER  GRAB 
IN  WORLD 
AVIATION 


FAST  TAKEOFF  AT  DEUTSCHE  AEROSPACE 


MAY,  1989 


Created  with  Schrempp  as  CEO  by  join 
ing  planemaker  Dormer  and  engine  maker  MTU  with 
two  electronics  divisions  of  AEG 


DECEMBER,  1989 


Acquires  80%  stake  in  Deutsche 
Airbus,  the  German  partner  in  Airbus  Industrie 


JANUARY,  1991 


Agrees  with  France's  Aerospatiale 
and  Italy's  Alenia  to  develop  regional  airliners 


MARCH,  1991 


Takes  25%  stake  in  venture  with 
Pratt  &  Whitney  to  develop  new  engines 


MAY,  1991 


Forms  Eurocopter  with  Aerospatiale  to 
produce  and  develop  civilian  and  military  helicopters 


JANUARY,  1993 


Joins  with  Boeing  and  others  to 
study  feasibility  of  a  $20  billion  superjumbo  jet 


MARCH,  1993 


Rolls  out  first  widebody  jet,  an  Airbus 
A321,  assembled  in  Germany 


APRIL,  1993 


Buys  51%  stake  in  Holland's  Fokker 


DATA  -  COMPANY  REPORTS,  BUSINESS  WEEK 


aviation.  In  recent  years,  he  has  helped 
DASA  acquire  stakes  in  everything  from 
fighter  planes  to  engines  to  commuter 
aircraft.  And  in  the  process,  he  is  chal- 
lenging the  dominance  of  the  Airbus  In- 
dustrie consortium — of  which  DASA  is  a 
member. 

This  looks  to  be  Schrempp's  best  year 
so  far.  It  started  with  a  bang  in  Janu- 
ary, when  DASA  joined  forces  with 
Boeing  Co.  to  begin  studying  a  new  650- 
to-800-seat  superjumbo  jetliner.  France's 
Aerospatiale  and  Brit- 
ish Aerospace  jumped 
in  with  DASA.  But  it 
was  amply  clear  that 
Schrempp  had  taken 
the  lead.  Next,  DASA's 
Hamburg  plant  rolled 
out  the  first  widebody 
Airbus  jet  ever  assem- 
bled in  Germany,  an 
A321.  Then,  on  Apr. 
27,  Schrempp  signed  a 
deal  with  the  Dutch 
government  to  buy  a 
51%  stake  in  regional 
jetmaker  Fokker. 

Even  for  an  estab- 
lished player,  such 
powerbrokering  would 
win  notice.  But  DASA 
didn't  even  exist  until 
1989.  In  a  short  four 
years,  through  a  se- 
ries of  deals  (chart), 
Schrempp  has  built  a 
company  that  is  in 
every  conceivable 
branch  of  aviation. 
"He  wants  to  see 
DASA  and  Germany 
play  a  large  role  in 
European  and  global 
aerospace,"  says  Law- 
rence W.  Clarkson, 
Boeing's  vice-presi- 
dent for  planning  and 
international  develop- 
ment. Schrempp's  "a 
real  game  player 
. . .  tough  and  very  up 
front." 

Schrempp  also  has 
his  sights  on  an  even 
bigger  job.  A  gregari- 
ous manager  who  is 
fond  of  cigars  and  fine 
wines,  he  is  seen  as 
possibly  the  next  chief 
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LONE  WOLF?  AIRBUS  INDUSTRIE  EXECS  SAY  SCHREMPP'S  OVERTURE  TO  BOEING  UNDERCUT  THE  CONSORTIUM 


of  Daimler  Benz.  Edzard  Reuter,  now 
CEO  of  the  industrial  giant  and 
Schrempp's  mentor,  is  scheduled  to  re- 
tire by  1995.  Insiders  say  Schrempp's 
record  in  getting  DASA  airborne  positions 
him  to  succeed  Reuter. 
major  force.  But  Schrempp  vows  to 
keep  building  his  record  at  DASA.  When 
Reuter  set  up  the  company,  Germany 
was  a  second-tier  player  in  aerospace. 
Today,  DASA  is  the  major  force  in  Euro- 
pean aerospace  industry,  pulling  ahead 
of  the  French.  Already,  DASA  has  a  33% 
slice  of  the  European  Fighter  Aircraft 
(EFA)  project  and  40%  of  Eurocopter,  a 
joint  venture  with  France's  Aerospatiale. 
It's  offering  Aerospatiale,  as  well  as  Ita- 
ly's Alenia,  257''  stakes  in  Fokker,  with 
DASA  keeping  50'  < . 

To  be  sure,  Schrempp  has  some  rough 
times  ahead.  After  a  small  ($31  million) 
profit  in  1991,  DASA  plunged  into  the  red 
with  a  $213  million  loss  last  year.  Says 
Schrempp:  "The  market  today  is  totally 
depressed,  and  in  my  book,  it  will  remain 
so  for  another  two  or  three  years." 

So  he  is  vowing  measures  to  keep 
DASA  strong  as  the  industry  shakes  out. 
In  a  shakeup  last  year,  he  cut  head- 
office  staff  to  300  from  about  700  and 
eliminated  two  layers  of  management. 
He  vows  further  cuts.  But  the  biggest 
challenge  is  in  changing  the  mindset  at 
companies  that  DASA  has  absorbed.  At 
companies  such  as  defense  contractor 
MBB,  "for  decades,  there  was  a  culture 
of  cost-plus  and  basically  one  custom- 
er— in  Bonn,"  says  Schrempp.  "It  was 
an  incentive  to  raise  costs." 

That  was  a  shock  to  Schrempp,  who 


says:  "All  my  life  I've  worked  in  global- 
ly competitive  businesses."  He's  trying 
to  keep  it  that  way.  When  he  was  para- 
chuted into  dasa  in  1989  from  the  No.  2 
slot  at  Mercedes'  truck  operation, 
Schrempp  swore  he'd  help  wean  Airbus 
from  government  subsidies  and  vowed 
to  make  dasa  a  bottom-line  company.  To 
U.  S.  trade  negotiators,  who  complained 
that  the  consortium  was  juiced  on  hand- 
outs, it  was  braggadocio.  But  last  fall, 
four  years  ahead  of  schedule,  Daimler 
and  DASA  decided  to  forgo  extra  ex- 
change-rate subsidies  they  had  been  re- 
ceiving on  Airbus  from  Bonn  since  1989. 

Schrempp's  openness  makes  him  popu- 
lar in  the  U.  S.  But  it  creates  suspicion  in 


If 

Europe.  When  Schrempp  ap- 
proached   Boeing  directjys 
about  the  superjumbo  projec 
Airbus  Chief  Executive  Jea 
Pierson  started  waves  of  pro  : 
test  that  he  and  Airbus  wer 
being  frozen  out. 
'GET  IN  CLOSE.'  Schrempp 
who  was  sunning  himself  : 
Cape  Town,  South  Afric; 
when  the  flap  broke,  mak 
light  of  it.  "It's  like  playi: 
chess:  It's  good  to  get  in  cloi 
to  the  enemy  or  the  compe 
tor,"  he  laughs.  Schrempp 
sists  dasa  will  stay  with  A: 
bus  on  conventional  wid 
bodies.    But    on  projec 
beyond  that  range,  such  as 
new  supersonic  transport,  he 
adds:  "Neither  the  Europeans 
nor  the  Americans  can  do  it 
alone.  So  I  have  to  look  for 
new  partners." 

But  with  DASA's  stake  in 
Fokker,  Schrempp  has  effec- 
tively blocked  plans  Airbus 
might  have  for  making  smaf 
er  planes.  Airbus  has  said  it  wants  m 
offer  a  shorter  version  of  the  planned 
130-seat  A319.  But  with  Fokker  blanket- 
ing the  70-to-100-seat  range,  Airbus' 
Pierson  will  likely  back  off. 

Just  to  be  sure,  Schrempp  is  trying  to 
persuade  France's  Aerospatiale,  which, 
like  dasa,  owns  37.9%  of  Airbus,  to  join 
the  Fokker  venture.  Schrempp  says 
dasa  must  be  treated  as  "an  equal,  not  a 
junior  partner,"  in  European  aerospace. 
If  he  keeps  this  up,  DASA  may  well 
be  more  equal  than  others  in  short 
order. 

By  John  Templeman  in  Ottobrunn,  with 
Patrick  Oster  in  Scheveningen  and  bureau 
reports 


CANADA  I 


ad 


'THE  END  OF 

THE  CANADIAN  DREAM'? 


The  deficit-and-debt  crisis  is  straining  social  programs 


F 


lor  most  Canadians,  a  well-padded 
I  safety  net  protects  against  person- 
al hardships  and  social  ills  borne  by 
their  neighbors  south  of  the  border. 
With  tuitions  averaging  around  $2,000  a 
year,  they  lose  little  sleep  over  paying 
for  the  kids'  education.  Until  recently, 
they  could  collect  unemployment  bene- 
fits after  quitting  their  jobs  voluntarily. 

Now,  Canada  is  facing  a  reality  check. 
The  runaway  costs  of  such  benefits  are 
forcing  sharp  cutbacks  in  an  effort  to 


slow  down  the  growth  of  huge  debts 
piled  up  by  Ottawa  and  the  provinces. 
On  Apr.  23,  Floyd  Laughren,  finance 
minister  in  Ontario's  labor-oriented  pro- 
vincial government,  unveiled  reductions 
of  $3.2  billion  out  of  a  budget  that  had 
been  expected  to  total  $45  billion  for  the 
fiscal  year  starting  Apr.  1.  The  cuts  in- 
clude an  end  to  such  largess  as  free 
prescription  drugs  for  all  senior  citizens. 
The  belt-tightening  is  a  stunning  turn- 
about for  Laughren,  known  as  "Pink 
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d"  for  his  socialist  leanings.  But 
;  of  the  other  nine  provinces  have 
•unced  similarly  austere  budgets  in 
it  weeks.  And  on  Apr.  26,  federal 
nee  Minister  Don  Mazenkowski  ta- 

a  $125  billion  budget  that  proposes 
iminate  16,500  federal  jobs  and  slash 
ding  by  $25  billion  over  five  years, 
lese  are  just  the  opening  shots  in 
t  promises  to  be  a  protracted  battle 
irb  Canada's  debt.  "The  social  fabric 

has  been  so  important  to  Canada  is 
;r  attack,"  says  Bob  White,  presi- 

of  the  Canadian  Labor  Congress, 
jrams   from   unemployment  insur- 

to  day  care  and  even  medical  care 
being  pared.  Maude  Barlow,  head  of 
Council  of  Canadians,  a  public  inter- 
;roup,  warns  that  the  downward  spi- 

if  it  continues,  "will  mark  the 
of  the  Canadian  Dream"  of  a  gener- 
society. 

onically,  Canada  is  being  forced  to 
e  back  its  social  net  just  as  the  Clin- 

Administration  is  proposing  to  ex- 
d  U.  S.  programs  such  as  health 
i — and  hike  taxes  to  pay  for  them, 
the  two  countries'  economies  become 
e  closely  linked,  differences  between 
n  are  narrowing.  Canadian  oppo- 
ts  of  North  American  free  trade  com- 
n  that  it's  forcing  Canada  to  adopt 
al  policies  more  like  those  of  the 
5.  But  most  economists  say  Canada 

to  curb  such  costs,  with  or  without 
;  trade,  to  stay  competitive  globally. 
!Y  comeback.  Politically,  the  growing 
ognition  that  Canada  must  curb 
nding  seems  likely  to  benefit  the  rul- 

Progressive  Conservative  Party, 
h  its  image  of  fiscal  restraint.  Recent 
Is  show  the  Tories  coming  back  from 
ord  lows.  Most  likely  to  be  hurt,  with 
ederal  election  approaching  next  fall, 
;he  New  Democratic  Party:  It  is  in- 
ting  pain  on  its  labor  constituents  in 
tario,  where  it  runs  the  government, 
^he  deficit-and-debt 
sis  driving  the  re- 
nchment  makes 
S.  woes  look  mild 
comparison.  In  the 
:al  year  that  ended 
r.  31,  Ottawa  and 

provinces  racked 
deficits  totaling  $46 
ion — about  60%  fed- 
.1  and  40%  provin- 
[.  That  pushed  net 
/eminent  debt  over 
10  billion — equal  to 
staggering  91%  of 
nada's  gross  domes- 
product  and  second  only  to  teetering 
ly  among  major  industrial  powers.  In 
:  U.  S.,  government  debt  equals  just 
1o  of  GDP,  according  to  a  study  by 
nada's  Business  Council  on  National 
ues  (BCNI).  Equally  frightening,  Cana- 
s  net  debt  to  foreigners  has  soared  to 


$240  billion,  or  43%  of  GDP — a  higher- 
ratio  than  any  other  industrial  nation's. 

As  the  problem  mounts,  business  lead- 
ers worry  that  it  could  trigger  a  full- 
blown currency  crisis.  Canada  is  threat- 
ened by  a  possible  "serious  loss  of 
confidence"  in  domestic  and  internation- 
al financial  markets,  the  BCNI  says.  That 
could  cause  interest  rates  to  spike  "more 
than  500  basis  points,"  or  five  full  per- 
centage points,  warns  Lloyd  Atkinson, 
chief  economist  of  the  Bank  of  Montreal. 

White,  who's  leading  a  union  fight 


Such  prospects  are  pushing  the  deficit 
high  on  the  list  of  Canadians'  anxieties, 
pollsters  say.  In  response,  politicians  are 
rolling  out  plans  to  attack  it.  But  most 
of  them  are  wary  of  raising  taxes.  The 
restraint  reflects  the  fact  that  Canada's 
tax  burden  is  already  25%  higher  than 
that  of  the  U.  S. 

That  leaves  social  spending  cuts  as 
the  main  antideficit  weapon.  Across  Can- 
ada, thousands  of  public-sector  jobs  are 
being  eliminated,  and  plans  for  national 
child  care  have  been  shelved.  Universi- 


TORONTO'S  POOR:  THE  DAILY  BREAD  FOOD  BANK  NOW  FEEDS  GROWING  NUMBERS 


CANADA'S  DEBT  BURDEN 
JUST  KEEPS  GROWING 


'93 

▲  PERCENT  EST. 
DATA:  BUSINESS  COUNCIL  ON  NATIONAL  ISSUES 


against  spending  cuts,  rejects  such  sce- 
narios as  scare  tactics.  He  notes  that 
there's  no  sign  of  a  flight  from  Canadian 
bonds:  Foreigners  have  bought  near-rec- 
ord amounts  in  recent  months.  Still,  on 
Apr.  27,  Canadian  Bond  Rating  Service, 
a  leading  bond  appraiser,  downgraded 
Canadian  long-term  debt  from  its  prized 
AAA  rating  to  AA  +  , 
arguing  that  the  feder- 
al budget  cuts  aren't 
deep  enough.  Curren- 
cy markets  reacted  by 
dropping  the  Canadian 
dollar  almost  a  full 
cent,  to  close  around 
U.S.  78<t  on  Apr.  27. 
The  shaky  outlook  has 
already  pushed  up  the 
real  interest  rate  on 
Canadian  long-term 
bonds  to  around  6%, 
almost  twice  as  high 
as  in  the  U.  S.  and  at 
"historic  highs  for  this  point  in  the  [busi- 
ness] cycle,"  says  George  Vasic,  econom- 
ics director  for  DRI  Canada.  The  high 
rates  and  spending  cuts  are  slowing 
Canada's  recovery  from  its  long  reces- 
sion, with  only  1%  GDP  growth  in  1992 
and  an  expected  3%  this  year. 


ties  are  capping  enrollments  and  raising 
tuition.  In  many  provinces,  more  restric- 
tive welfare  programs  are  forcing  poor 
Canadians  to  turn  to  volunteer  help. 
Last  month,  Toronto's  Daily  Bread  Food 
Bank  gave  emergency  relief  to  163,000 
people,  far  above  the  1990  level. 

Even  health  care  is  coming  under  the 
knife,  although  no  one  is  seriously  pro- 
posing an  end  to  universal  health  care. 
The  provinces  have  already  stopped  pay- 
ing for  services  from  wheelchairs  to  chil- 
dren's dental  checkups.  And  Ontario's 
budget  calls  for  cutting  payments  to 
physicians  by  $220  million  this  year,  an 
average  of  almost  $10,000  per  physician. 

To  be  sure,  social  spending  is  still  gen- 
erous by  U.  S.  standards.  For  example, 
Canadians  pay  no  fees  to  use  the  medi- 
cal system.  But  the  squeeze  will  become 
more  painful,  with  most  proposed  cuts  in 
the  federal  budget  timed  to  take  effect 
after  the  election.  "We  are  still  a  long 
ways  from  exercising  real  fiscal  respon- 
sibility," says  Stephen  Van  Houten, 
president  of  the  Canadian  Manufactur- 
ers' Assn.  "Our  system  of  social  bene- 
fits," he  adds,  "is  no  longer  sustain- 
able." The  day  of  reckoning,  Canadians 
now  realize,  is  rapidly  approaching. 

By  William  C.  Syrnonds  in  Toronto 
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"As  a  management  consultant  with  a  degree  in 
chemical  engineering,  I  took  a  close  look  at  various 
chemical  companies.  So  when  it  was  my  turn  to  join 
the  ranks  of  those  who  manage  -  I  had  a  pretty 
clear  picture  of  what  to  expect.  What  I  wanted  was 


to  work  with  people  who  were  the  best  in  theii|' 
field.  What  I  didn't  want  was  to  waste  years  waitil* 
to  run  my  own  shop.  That's  why  I  teamed  up  wf; 
Akzo.  The  market  we're  in  is  constantly  on  the! 
move.  To  move  with  it,  we  have  to  travel  light.  As 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  produi 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  ore 
Akzo  America  Inc.,  Corp.  Comm.  Dept./R4,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 
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OPTOELECTRONICS 
MAT  REVOLUTIONIZE 

COMPUTERS 
— AND  A  LOT  MORE 

Embedded  in  the  new 
dam  spanning  Ver- 
mont's Winooski  River 
are  four  miles  of  glass  fibers. 
Laser  light  racing  through  them 
will  warn  of  strains  and  stress- 
es long  before  failures  occur.  In 
late  April,  in  fact,  the  fiber-optic 
sensors  alerted  dam  operators 
to  a  turbine  gear  that  was 
about  to  break. 

•  •  • 

In  a  University  of  Pennsylvania 
lab,  scientists  Britton  Chance 


and  Arjun  Yodh  have  deci- 
phered the  chaotic  light  pat- 
terns created  when  harmless, 
low-power  laser  beams  shine 
through  the  human  body.  Their 
goal:  light-based  medical  imag- 
ing that  will  detect  brain  tu- 
mors and  other  diseases  far 
more  cheaply  than  today's  mag- 
netic-resonance systems. 

•  •  • 

Laser  beams  flash  through  the 
AT&T  Bell  Laboratories  room 
where  Alan  Huang  is  designing 


a  computer,  that  moves  data1  1 
light  instead  of  electrons.  I 
latest  optical  processor  can 
a  washing  machine.  "W(  I 
come  from  the  crazy  to  the  I 
possible  to  the  impractical,"  s  i 
Huang.  Someday,  he  belie 
his  technology  will  spawn  as!  1 
ishingly  powerful .  computers  (l 


In  only  a  few  decades,  .the  ei  il 
mous  power  of  silicon  chips  n 
transported  much  of  the  wm 
from  the  Industrial  Revolut I 


PROMISING  RESEARCH-AND  WHO'S  DOING  IT 

^  TRANSPORTATION  '  ■®0&m 

^^tt^^'  In  cars,  optical  sensors  will  monitor  \9'jp*.-  -^Y  \, 

JP^^^^g^^  the  engine,  direction,  and  speed,  \ 

gj^^p^^y^  suspension,  or  other  systems.  ^HRL                ^Jl^T*  ^ 

^****^c--.  In  planes,  fiber-optic  probes  will  •  '"^L  wm^/mtk 

'■  ,.  ^a^^fck.^  warn  of  structural  stresses.  W^SmS ";. 


Hewlett-Packard,  Packard  Electric, 
GM,  Honeywell,  Boeing 


COMMUNICATIONS 

Advances  in  lasers  and  fiber  optics 
will  soon  lead  to  very-high-speed 
networks  that  can  transmit  the 
contents  of  the  Encyclopaedia 
Britannica  in  less  than  a  second. . 

IBM,  AT&T/  regional  Bells,  Raynet, 
Fujitsu,  NEC,  Alcatel,  Siemens 


MEDICINE 

Lasers  and  other  optoelectronic 
devices  will  zap  plaque  in  arte 
ies,  aid  in  surgery,  activate  phc 
sensitive  drugs,  spot  brain  tumo 
and  measure  levels  of  substand 
in  the  blood  or  individual  cells.  | 


Eclipse  Surgical  Technologies, 
Endo  Optiks,  Lasermedics,  Toshil 
SpectraScience 
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le  Information  Age.  The 
great  leap,  many  scientists 
e,  will  come  from  a  technol- 
called  optoelectronics— the 
■iage  of  light  and  electricity, 
i  .it's  fully  harnessed,  they 
light  will  supercharge  the 
d  of  communications  and 
)Uters  and  bring  new  ways 
■obing  everything  from  the 
)sphere  to  the  body.  The 
bilities  "are  truly  amazing," 
John  Day,  president  of 
<et  researcher  Strategies 

HUFACTURING/ 
iSTRUCTION 

3 1  fibers  looped  through 
es  will  monitor  and  help  con- 
oduction.  Embedded  in  struc- 
optoelectronic  sensors  will 
resses  before  disaster  occurs. 

nan,  GEC-Marconi, 
/ermont 


Unlimited.  "We  are  moving 
from  the  world  of  the  electron 
to  the  world  of  the  photon"— 
the  most  basic  unit  of  light. 

This  light  fantastic  is  already 
shaping  everyday  life.  Each 
hour,  millions  of  voices  and 
megareams  of  data  zip  through 
fiber-optic  lines  on  streams  of 
photons.  Every  time  you  use  a 
laser  printer,  buy  from  a  store 
that  has  bar-code  scanners,  gaze 
at  a  laptop  computer,  or  hear 
Madonna  or  Mozart  on  compact 


disks,  the  words,  purchases, 
data*  and  tunes  are  communi- 
cated by  light  beams.  Sales  of 
optoelectronic  devices  from 
AT&T,  Hewlett-Packard,  Sony, 
NEC,  Fujitsu,  and  countless 
small  innovators  have  been  ris- 
ing 15%  a  year  and  will  total 
$39  billion  in  1993,  estimates 
the  Optoelectronics  Industry 
Development  Assn.  (oida).  "Op- 
toelectronics is  becoming  the 
backbone  of  the  Information 
Age,"  says  Arpad  A.  Bergh,  a 


DEFENSE 

Optoelectronics  will  lead  to  new 
submarine  detectors,  missile 
sensors,  and  components  for  better 
aircraft  or  satellite  radars. 

Hughes,  Lockheed,  Boeing,  Grum- 
man, Martin  Marietta,  McDonnell 
Douglas,  United  Technologies 


COMPUTING 

Optoelectronics  already  is  key  to 
laser  printers,  flat-panel  displays,  and 
CD-ROMs.  Coming  are  holographic 
computer  memories,  faster  computers, 
and  processors  that  crunch  entire 
images  instead  of  bits  of  data. 

AT&T,  IBM,  Hewlett-Packard,  Fujitsu, 
Honeywell,  Photonics  Research,  NEC, 
Motorola,  Tamarack  Storage  Devices 
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top  official  at  Bellcore,  the  re- 
search and  development  arm  of 
the  Baby  Bells.  "Without  it,  we 
could  not  collect,  store,  or  trans- 
mit information." 

And  yet,  the  Optoelectronic 
Age  is  just  dawning.  As  there  was 
a  formative  leap  in  the  1960s  from 
separate  transistors  wired  togeth- 
er to  thousands  of  transistors 
etched  on  silicon  chips,  so  optoel- 
ectronics is  poised  to  move  from 
individual  lasers  and  devices  "to- 
ward integrated-circuit  technolo- 
gy," says  University  of  Illinois  pho- 
tonics pioneer  Nick  Holonyak  Jr. 
At  Bell  Labs,  Bellcore,  and  other 
facilities,  scientists  are  building 
prototype  chips  that  contain  thou- 
sands of  microscopic  lasers.  In- 
stead of  relying  on  electrons  cours- 
ing through  tiny  wires,  these  chips 
will  send  and  receive  messages  by 
flashing  the  lasers  on  and  off  mil- 
lions of  times  a  second. 

Foreseeing  such  advances,  the 
Clinton  Administration  has  made  a 
nationwide  fiber-optic  "information 
superhighway"  a  centerpiece  of  its  tech- 
nology policy.  The  Pentagon,  meanwhile, 
is  pouring  millions  into  optoelectronics 
for  military  gear  and  civilian  spin-offs 
such  as  flat-panel  displays  (page  48). 

Both  efforts  are  being  spurred  by  in- 
tense rivalry  with  Japan.  The  funda- 
mental optoelectronic  inventions  were 
U.S. -made.  But  today,  Japan  dominates 
markets  for  CD  players,  CD-ROMS,  and 
flat-panel  displays.  It  is  investing 
lions   in  cutting-edge 
R&D  and  plans  to  link 
every  home  and  busi- 
ness with  fiber  optics 
by  2015.  "Japan  is  bet- 
ting the  country  on  op- 
toelectronics," says  Pe- 
ter F.  Moulton,  vice- 
president  of  the  re- 
search unit  at  Schwartz 
Optics,  a  Boston-area  la- 
ser maker. 

INTMCEPT.  Such  a  com- 
mitment is  not  surpris- 
ing, given  the  potential 
gains.  In  telecommuni- 
cations alone,  replacing 
poky  electronics  and 
copper  wire  with  pho- 
tons can  boost  capacity 
of  transmission  lines 
10,000  times.  The  same 
approach  could  make  to- 
day's computers  the 
equivalent  of  Model  Ts. 
At  IBM,  AT&T,  Martin 
Marietta,  and  Honey- 
well, engineers  are 
building  hybrid  systems 


THE  HEART  OF  THE  NEW  MACHINES  THIS  WAFER'S  MICROCHIPS 
HOLD  64  LASERS-EACH  NO  BIGGER  THAN  A  GRAIN  OF  SALT 


in  which  beams  of  light  replace  wires 
that  connect  chips  and  computers.  Big 
advances  also  lie  ahead  for  computer- 
memory  technology,  says  Scotty  R.  Neal, 
president  of  AT&T  Comm Vault  Systems, 
which  makes  optical  storage  devices. 
"Revolution  is  an  overused  word,  but 
it's  happening.  You'll  be  able  to  put 
more  information  than  all  the  world's 
books  contain  in  a  box  and  have  it  ac- 
bil-     cessible  in  seconds." 


OPTOELECTRONIC  COMPUTERS 


A  government-industry 
consortium  is  developing 
optical  components  for  a 
lightning-fast  hybrid 
computer.  Optical  fibers 
inside  the  machine 
will  link  the  processors  with 
memory  devices  and  the 
communications  ports.  An 
array  of  lasers  shines  light 
into  the  fibers  to  carry  data. 

AT&T,  IBM,  Honeywell, 
Martin  Marietta 


OPTICAL  FIBER  RIBBON 


DATA:  OPTOELECTRONIC  TECHNOLOGY  CONSORTIUM 


The  technology's  impact  will  o 
well  beyond  that.  The  comi* 
decade  will  bring  optosensors  tit 
monitor  factory  processes,  stJw 
stresses  on  buildings  and  otrr's 
structures,  or  detect  submarirs 
(page  50).  In  cars,  optical  senses 
may  control  engine  performan 
and  help  avoid  crashes.  Add  it  i, 
and  Tokyo's  analysts  foresee  (S? 
toelectronics  sales  in  Japan  alo; 
of  more  than  $300  billion  by  201 
Because  of  this  technology,  "t» 
21st  century  will  be  a  very  oW 
ferent  place,"  muses  Phil  Anthor, 
head  of  optoelectronics  researB 
at  Bell  Labs. 

TOO  much  hype?  How  differei 
is  still  a  matter  of  conjecture,  is: 
with  any  nascent  technology,  V 
predictions  will  almost  certain- 
be  wrong,"  says  Bell  Labs  phy; 
cist  David  A.  B.  Miller.  When  tl> 
semiconductor  laser— a  buildii 
block  of  optoelectronics— was  ii 
vented  in  1962,  few  expected  th( 
its  first  mass  market  use  woui 
be  for  listening  to  music  throug 
CD  players  so  complex  "we  shouldn't  lj 
ordinary  people  buy  them,"  jokes  Robe 
W.  Lucky,  Bellcore's  vice-president  b 
applied  research.  Still,  Lucky  and  othe 
wonder  if  visions  of  optoelectronic  mir 
cles  are  mostly  hype.  "Photonics  is  ; 
beautiful,  it's  got  to  be  good  for  som 
thing  else,"  he  says.  "But  I  don't  kno 
what." 

To  the  technology's  boosters,  Lucky 
skepticism  is  reminiscent  of  the  pess 
mists  who  called  ele; 
tronic  integrated  ci 
cuits  impossible.  But  it; 
easy  to  see  where  he 
coming  from.  To  exan 
ine  the  details  of  thjt 
technology  is  to  ente 
a  world  of  exotic  mat* 
rials  and  esoteric  d<| 
vices  largely  governe 
by  the  topsy-turvj 
rules  of  quantum  mc 
chanics,  where  light  s 
multaneously  acts  a 
particles,  or  photon' 
and  as  waves. 

At  its  simplest,  op 
toelectronics  involve 
transforming  electricit 
to  light  and  back  agair 
largely  through  th 
marvel  of  semiconduc 
tor  materials.  Througl 
intricate  engineering  o 
their  structure,  semi1 
conductors  such  as  galli 
um  arsenide  can  b< 
made  to  give  off  ligh 
when    a    current  if 
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sed  through  them.  The  simplest  of 
se  devices  are  light-emitting  diodes 
)s),  invented  in  1961.  Today,  20  billion 
made  a  year,  for  everything  from 
blinking  lights  on  cellular  phones  to 
high-mounted  center  brake  lights  on 
rer  cars. 

'he  next  advance  came  in  1962.  The 
iest  lasers  required  a  ruby  or  cum- 
some  tube  of  gas  to  generate  light, 
nake  smaller  devices,  researchers  at 
,  GE,  and  other  labs  put  mirrors  on 
i  end  of  tiny,  light-producing  regions 
he  semiconductor.  When  light  bounc- 
>ack  and  forth  between  the  mirrors, 
amplified  until  it's  bright  enough  to 
te  through  one  mirror— and  make  a 
e  beam  of  a  single  wavelength,  or 
r,  of  light.  This  device,  the  size  of  a 
In  of  salt,  is  a  semiconductor  laser, 
ay,  these  are  at  the  core  of  CD  play- 
and  many  other  products, 
emiconduetor  lasers  are  also 
engines  for  fiber-optic  trans- 
sion.  Through  what  Bell  Labs' 
hony  calls  an  "accident  of  na- 
if some  of  them  produce  light 
precisely  the  infrared  wave- 
fths  at  which  optical  fibers  are 
it  transparent— the  quality  that 
them  carry  data  great  distanc- 
Until  recently,  however,  there 
a  bottleneck:  Light  pulses  fade 
.hey  travel  the  fiber.  So  every 
niles,  they  were  converted  back 
ilectricity,  amplified,  reconvert- 
;o  light,  and  re-sent, 
'his  limitation  has  disappeared 
i  the  invention  of  the  optical 
)lifier.  Emmanuel  Desurvire's 
ses  were  skeptical  when,  as  a 
'  Bell  Labs  researcher  in  1986, 
ittempted  to  make  such  a  gad- 
Desurvire  persevered,  howev- 
Building  on  advances  in  Eng- 
i  and  Japan,  he  laced  glass 
rs  with  a  rare  earth  element, 
ium,  and  devised  a  way  to 
ip  energy  continuously  into  the 
r  from  an  external  laser.  This 
sts  the  brightness  of  light  puls- 
-and  ends  the  need  for  electronic  re- 
ters.  Dramatically  faster  fiber-optic 
works  are  thus  possible— as  is  light- 
ed computer  processing.  Desurvire's 
ice  "is  about  to  revolutionize  the  in- 
try,"  says  Tingye  Li,  who  directs 
t-waves  system  research  at  Bell  Labs, 
r  by  light.'  Among  the  most  avid 
wers  of  all  this  are  defense  contrac- 
5.  In  the  past  decade,  Hughes,  Boe- 
,  Honeywell,  and  Lockheed  have  be- 
i  or  boosted  optoelectronic  R&D.  The 
kheed-Boeing  F-22  fighter  and  Boe 
■Sikorsky  Comanche  helicopter  will 
fiber  optics  to  ferry  huge  amounts  of 
a  between  their  various  systems.  In 
lition,  the  Pentagon's  Advanced  Re- 
rch  Projects  Agency  (arpa)  and  some 
"ipanies  want  to  replace  electronic 


controls  with  a  "fly-by-light"  system. 
Both  approaches  would  save  weight  and 
keep  information  free  of  electromagnet- 
ic interference  from  other  equipment, 
lightning,  or  nuclear  blasts. 

Defense  companies  also  are  working 
on  sensors  and  optoelectronic  compo- 
nents for  radars  so  sensitive  that  they'll 
read  license  plates  from  satellites.  And 
they're  creating  wings  that  are  "smart" 
enough  to  telegraph  dangerous  stress- 
es—for instance,  through  sensors  that 
analyze  how  laser  light  is  absorbed  or 
scattered.  A  Lockheed  Corp.  system 
bounces  light  off  of  dust  particles  in  the 
air  to  spot  wind  shears,  the  violent 
downdrafts  that  can  cause  plane  crashes. 

Essentially  the  same  approach  is  be- 
ing applied  to  such  medical  jobs  as  mon- 
itoring blood  sugar.  In  fact,  when  Hew- 
lett-Packard Co.'s  Mark  Chandler  began 


for  example,  plans  to  reach  all  of  its 
customers  by  2010— their  capacity  will 
soar.  At  IBM's  Thomas  J.  Watson  Re- 
search Center  in  Yorktown  Heights, 
N.Y.,  scientists  are  creating  an  aston- 
ishingly powerful  fiber  network  for-  roll- 
out by  the  late  1990s.  Their  key  innova- 
tion is  boosting  the  number  of  wave- 
lengths of  light  that  travel  the  fiber. 
Now,  optical  fibers  carry  only  pulses  of 
light  at  one  wavelength,  or  color,  like  a 
one-lane  highway.  Using  an  array  of  la- 
sers, each  producing  light  with  a  slight- 
ly different  wavelength,  creates  thou- 
sands of  lanes  within  the  same  liber. 
DIALING  FOR  DATA.  Each  channel  is  big 
enough  to  send  the  contents  of  the  Ency- 
clopaedia Britannica  in  a  second.  So  the 
system's  overall  capacity  will  be  prodig- 
ious—large enough  to  profoundly  alter 
the  business  of  communications.  Today, 


assessing  the  biomedical  uses  of  the 
technology  for  the  OIDA  last  year,  he 
"was  surprised  by  the  size  of  the  market 
opportunities,"  he  says.  The  group  pre- 
dicts that  the  medical  market  will  ex- 
ceed $10  billion  a  year  by  2013.  Lasers 
are  already  used  to  blast  plaque  from 
clogged  arteries  and  perform  surgery. 
Now,  they're  showing  promise  for  im- 
aging. "We  could  take  a  big  bite  out  of 
health-care  costs,"  says  Penn's  Britton 
Chance,  who  thinks  optoelectronic  de- 
tection of  brain  tumors  could  cost  99% 
less  than  magnetic-resonance  imaging. 

Perhaps  the  greatest  impact  of  opto- 
electronics, however,  will  be  in  telecom- 
munications and  computing.  Even  as  fi- 
ber-optic networks  are  extended  to 
homes— New  Jersey  Bell  Telephone  Co., 


pany  by  the  bit  to  transform  information 
into  light  pulses  and  route  it  through 
the  fiber-optic  system.  But  with  what 
IBM's  Paul  Green,  manager  of  advanced 
optical  networks,  calls  a  "dumb,  dark" 
network,  a  company  could  simply  lease 
unused— or  dark— fiber  for  a  flat  fee.  It 
would  use  its  own  lasers  to  send  data, 
as  though  on  a  private  highway. 

Optoelectronics  will  also  help  solve  a 
resulting  problem:  where  to  store  such 
vast  amounts  of  information.  Optical  CD- 
ROMs,  in  which  lasers  etch  information  as 
tiny  pits  on  the  disk's  surface,  offer  100 
times  the  capacity  of  today's  floppy 
disks.  That  explains  why  sales  of  com- 
puter CD-ROM  drives  have  doubled  since 
1990.  And  the  potential  of  optical  storage 
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CAN  THE  U.S.  PUT  ITS  SCREENS  IN  THE  PICTURE? 


Despite  Japan's  worst  re- 
cession in  decades,  Sharp 
Corp.'s  Tenri  plant  is 
humming:  Its  production 
of     100,000  flat-panel 
screens  a  month  is  expected  to  double 
within  a  year.  Hosiden  Corp.,  which 
makes  laptop  screens  for  Apple  Com- 
puter Inc.  and  cockpit  displays  for  Boe- 
ing Co.,  is  ramping  up,  too.  So  are 
NEC  Corp.  and  Fujitsu  Ltd.  No  wonder. 
Advanced  flat-panel  displays— one  of 
today's  brightest  optoelectronics  prod- 
ucts—will become  even  hotter  once 
they're  put  into  hdtvs,  cars,  and  med- 
ical gear.  That's  great  news  for  the 
Japanese,  who  have  over  95%  of  a  glo- 
bal market  that  is  projected  to  grow 
14%  annually,  to  $9.4  billion  by  2000. 

The  news  might  be  good  for  Ameri- 
ca, too.  From  tiny  Kopin 
Corp.  to  giant  Xerox 
Corp.,  U.  S.  companies  are 
developing  new  screen 
technologies.  Motorola  Inc. 
and  partner  In  Focus  Sys- 
tems Inc.  are  building  the 
first  major  U.  S. -owned 
flat-panel  display  factory. 
And  the  Pentagon's  Ad- 
vanced Research  Projects 
Agency  (arpa)  has  formed 
a  display  consortium  that 
includes  American  Tele- 
phone &  Telegraph,  Xe- 
rox, and  eight  others. 
"High-definition  displays 
are  the  windows  into  the 
Information  Age,"  says 
Lance  Glasser,  director  of 
ARPA's  Electronic  Systems 
Technology  Office.  "We're 
determined  to  get  the 
U.  S.  back  into  high-defi- 
nition displays." 
nightmare.  America's  hopes  depend 
on  out-innovating  the  Japanese. 
They've  invested  $3  billion  in  the  lead- 
ing technology— active-matrix  liquid- 
crystal  displays.  But  making  these  is 
fiendishly  difficult.  Liquid  crystal  acts 
as  a  shutter  that  blocks  or  allows  light 
from  the  back  panel  to  pass  through 
and  darken  or  lighten  each  dot,  or  pix- 
el, on  the  screen.  A  transistor  at  each 
pixel  activates  the  crystal  shutter. 
High-resolution  color  screens  can  have 
a  million  or  more  pixels— thus  the  pro- 
duction nightmare.  Only  recently  have 
yields  of  defect-free  screens  climbed 
above  60%.  Moreover,  Japan's  display 
makers  haven't  fashioned  screens  larg- 


er than  20  inches  diagonally  or  dropped 
the  price  much  below  $1,500. 

So  the  door  is  ajar  for  U.  S.  produc- 
ers. In  Focus  has  a  way  to  make  high- 
resolution  LCDs  that  don't  need  a  tran- 
sistor at  each  pixel— thus  slashing 
manufacturing  costs  and  boosting 
yields  past  90%.  The  Wilsonville  (Ore.) 
factory  should  be  cranking  out  six-inch 
screens  for  handheld  devices  by  early 
1994,  says  In  Focus  Chairman  Steven 
R.  Hix,  "and  Motorola  is  pushing  like 
mad  to  get  up  to  12  inches." 

Other  U.  S.  innovators  are  aiming 
for  screens  that  take  over  some  com- 
puter functions— a  key  to  miniaturiza- 
tion. David  Sarnoff  Research  Center 
in  Princeton,  N.  J.,  has  made  four-by- 
eight-inch  prototypes  of  such  a  "smart" 
LCD.  And  in  Taunton,  Mass.,  Kopin 


mounts  high-speed  computer-chip  cir- 
cuitry on  a  display's  glass.  Kopin's  dis- 
plays will  be  used  in  projection-TV  sys- 
tems and  tiny  screens  in  military 
goggles  for  simulations,  guiding  weap- 
ons, or  viewing  data. 

Very  big  screens,  by  contrast,  may 
require  abandoning  LCDs.  Screens  in 
which  each  pixel  produces  its  own  light 
"are  much  crisper  and  more  pleasing  to 
the  eye  than  backlit  [liquid-crystal]  dis- 
plays," says  James  A.  Ionson,  research 
vice-president  for  Polaroid  Corp.  In 
plasma  displays,  for  instance,  a  cur- 
rent induces  a  gas  at  each  pixel  to 
shine.  These  are  easier  and  cheaper 
to  make,  says  Peter  S.  Friedman,  pres- 


ident of  screenmaker  Photonics  lim- 
ing in  Northwood,  Ohio.  "Active-nl 
trix  doesn't  have  a  prayer  of  catchi^ 
up,"  he  adds. 

Chipmaker  Micron  Technology  Ii| 
in  Boise,  Idaho,  is  trying  another  si 
proach— field-emitter  displays  that  u> 
thousands  of  arrays  of  electron  beam 
to  light  up  the  phosphor  coatings  in& 
screen.  One  advantage  of  this  techn>> 
ogy  is  that  viewers  won't  discern  tm 
failure  of  a  few  microscopic  field  em- 
ters.  That's  also  true  for  screens  usi* 
clusters  of  either  light-emitting  diodi 
(leds)  or  miniature  lasers  to  light  ea>% 
pixel.  Once  researchers  can  mali 
screens  with  a  palette  of  colors  brig; 
enough  for  use  in  daylight,  "these  di*^ 
plays  will  take  over  the  flat-panel  mar, 
ket,"  predicts  physicist  Jan  F.  Schet;! 


na  of  North  Carolina  State  University 
The  next  question  is  whether  U.  £| 
lab  breakthroughs  can  become  commei| 
cial  successes.  The  Japanese  are  als 
working  on  advanced  plasma  display^ 
and  laser  screens.  Given  Japan's  hug  ! 
investment,  manufacturing  skills,  am,/ 
enormous  lead,  says  consultant  Law  : 
rence  E.  Tannas  Jr.,  president  of  Tan 
nas  Electronics  in  Orange,  Calif.,  it  wS 
take  the  U.  S.  at  least  a  decade  to  geJ 
back  in  the  race.  Only  then  might  any  j 
one  know  who  will  offer  the  cleares  i 
windows  into  the  Information  Age. 

By  John  Corey  in  Washington,  witi  \ 
Neil  Gross  in  Tokyo  and  Gary  McWil  J 
Hams  in  Boston 


WINDOWS  INTO  THE 
INFORMATION  AGE 


Today's  color  flat-panel  screens  require  nearly  a  million  transistoi 
to  drive  liquid-crystal  displays.  They're  difficult  and  costly  to  mak<£ 
so  there's  a  search  on  for  better  technologies. 


FIELD-EMITTER  DISPLAYS 

These  aim  arrays  of  micro- 
scopic cathodes,  or  elec- 
tron guns,  at  each  pixel,  or 
point  of  light  on  a  screen. 
The  electrons  cause  a  phos- 
phor coating  on  the  screen 
to  glow. 

Micron  Technology,  Fujitsu, 
NEC 


LASER  SCREENS 

Miniature  laser  beams 
would  form  each  pixel, 
creating  a  very  bright, 
efficient  screen.  Compa- 
nies now  build  similar 
displays  using  light-emit- 
ting diodes  (LEDs). 

Stanley,  Sharp 


PLASMA  DISPLAYS 

An  electric  current  causes 
a  miniature  tube  of  gas  a 
each  pixel  to  glow.  The 
displays  consume  too 
much  battery  power  for 
laptop  computers  but  are 
suitable  for  big  screens. 


Photonics  Imaging,  NHK, 
Matsushita,  Fujitsu 
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barely  been  tapped.  Scientists  at 
and  elsewhere  are  devising  ways  to 
ce  the  pits  smaller  and  closer  togeth- 
-including  using  lasers  that  emit 
rt-wavelength  blue  light— to  boost 
[  storage  capacity  three-  or  fourfold, 
lore  exotic  solutions  lie  ahead.  Re- 
rchers  at  Microelectronics  &  Com- 
er Technology  Corp.  in  Austin,  Tex., 
e  formed  a  company  called  Tama- 
t  Storage  Devices  Inc.  to  commer- 
ce a  holographic  memory  system. 
:  gadget  shines  two  laser  beams  onto 
aterial  that  changes  chemically  when 
ick  by  light.  Much  like  the  wakes  of 
s-crossing  boats,  the  light  waves 
rfere  with  each  other.  The 
alt  is  a  distinctive  wave 
tern,  or  hologram,  that 
Is  information  and  can  be 
■ieved  with  another  laser, 
s  technology  boosts  stor- 
capacity  and  speeds  ac- 
3  times  to  the  data.  "It 
Id  replace  floppy  disks, 
e  drives,  CD-ROMs,  and 
n  some  hard  disks,"  says 
narack  President  John 
ekton,  who  hopes  the  first 
ducts  will  reach  the  mar- 
next  year. 

wires.  Optoelectronics 
»  promises  the  computer 
rer  needed  to  move  this 
jntain  of  data.  In  the 
Os,  some  researchers  be- 
laying the  groundwork 
purely  optical  computers— 
irely  light-based  machines 
i  no  wires  inside.  In  these, 
a  would  be  moved 
lusively  by  light  beams 
t  cross  through  each  other 
hout  interference.  The 
am  of  an  optical  computer 
I  lives:  Bell  Labs'  Huang 
built  an  all-optical  proces- 
And  in  January,  Univer- 
of  Colorado  researchers 
wed  off  a  rudimentary  op- 
il  computer  that  can  do 
pie  mathematics.  It's  hard 
>rogram  the  machine  for  more  com- 
ic tasks,  however.  So  a  practical  ver- 
1  is  still  decades  away, 
n  the  meantime,  most  researchers 
e  shifted  to  an  easier  goal— a  hybrid 
lputer  that  combines  electronics  and 
ics.  "What  makes  sense  is  optoelec- 
lic  computing,"  says  Sadik  C.  Esener, 
engineering  professor  at  the  Univer- 
•  of  California  at  San  Diego.  IBM,  Mar- 
Marietta,  Honeywell,  and  AT&T  have 
med  the  Optoelectronic  Technology 
isortium,  funded  with  $8  million  from 
5A,  to  develop  optical  links  among  a 
cessor,  two  memory  units,  and  the 
chine's  communications  ports.  This 
ialled  optical  backplane  will  remove 
ing  bottlenecks  in  current  machines 


to  let  them  run  faster.  "Many  people 
think  this  will  be  the  next  thing  in  sys- 
tem design,  with  broad  applications  for 
supercomputing  and  high-speed  telecom- 
munications," says  David  Lewis,  head 
of  optoelectronics  at  Martin  Marietta's 
electronics  laboratory  in  Syracuse,  N.Y. 

Optoelectronics  also  offers  a  radical 
shift  in  the  way  a  computer  processes 
information.  "The  real  advantage  is  that 
an  image  [not  a  bit]  is  the  unit  of  infor- 
mation," says  Purdue  University  physi- 
cist David  Nolte.  "One  image  can  contain 
1  billion  bits."  To  match  fingerprints,  for 
example,  computers  now  search  for  sim- 
ilarities between  two  pictures  by  com- 


paring the  thousands  of  individual  pixels, 
or  dots,  that  make  up  each  image.  An 
optical  processor,  by  contrast,  can  over- 
lay two  images  and  immediately  spot 
similarities.  University  of  Colorado  com- 
puter scientist  Kristina  M.  Johnson  is 
using  this  to  design  an  optical  chip  that 
can  identify  cancer  cells  in  Pap  smears. 

The  main  hurdles  to  such  bold  ideas 
are  complexity  and  cost.  Because  cur- 
rent lasers  emit  light  from  the  side  of  a 
chip,  each  must  be  cut  from  the  parent 
gallium  arsenide  wafer,  then  aligned  by 
hand  with  a  glass  fiber  about  the  width 
of  a  human  hair— a  costly  job.  A  better 
approach  would  be  to  move  from  single 
lasers  to  integrated  systems. 

That  leap  will  require  some  wizardry. 


At  startup  Photonics  Research  Inc.  in 
Boulder,  Colo.,  co-founder  Jack  L.  Jewell, 
in  collaboration  with  researchers  at  Bell- 
core, is  using  techniques  adapted  from 
chipmaking  to  fashion  a  new  breed  of 
microscopic  lasers.  These  emit  light  up- 
ward from  the  wafer,  making  it  possible 
to  create  chips  that  aim  hundreds  or 
thousands  of  lasers  in  the  same  direc- 
tion, creating  a  powerful  beam.  More- 
over, the  job  of  aligning  this  array  of  la- 
sers with  a  corresponding  array  of 
optical  fibers  should  be  much  simpler, 
dramatically  reducing  manufacturing 
costs.  "There  are  huge  numbers  of  mar- 
kets" for  the  improved  devices,  says 
Jewell.  These  include  laser 
printers,  optical  memory  for 
computers,  and  advanced  tele- 
communications networks. 
EAGLE  'EYES.'  Another  promis- 
ing computer  technology  in- 
volves so-called  smart  pixels- 
chips  with  arrays  of  lasers 
and  transistors— that  send  and 
receive  information  using  hun- 
dreds or  thousands  of  light 
beams.  These  hybrid  devices 
are  already  capable  of  such 
rudimentary  processing  as 
routing  signals  from  one  path 
to  another  in  a  network.  At 
Bell  Labs,  Miller's  team  has 
built  experimental  smart  pix- 
els that  process  a  hundred 
million  bits  per  second.  Very 
fast  conventional  chips  can  do 
as  well.  But  the  advantage  of 
smart  pixels  is  that  they  can 
contain  hundreds  or  thousands 
of  channels  operating  at  that 
speed.  They  should  thus  make 
it  possible  to  build  faster  hy- 
brid optoelectronic  computers 
and  zippier  high-speed  switch- 
es in  communications  net- 
works. And  smart  pixels  could 
be  used  in  computer-vision 
systems  capable  of  matching 
fingerprints  or  serving  as  the 
"eyes"  for  self-guided  vehicles. 
Smart  pixels  are  a  big  step 
toward  practical  integrated  optoelectron- 
ic circuits,  but  they're  still  tricky  to 
build.  The  Bell  Labs  devices,  for  exam- 
ple, are  fashioned  from  complex  wafers 
that  are  processed  to  make  both  transis- 
tors and  lasers.  Another  approach  uses 
less  exotic  wafers  and  a  technique  called 
selective-area  epitaxy.  This  allows  the 
lasers  and  transistors  to  be  made  separ- 
ately on  the  same  chip,  says  Colorado 
State  University  electrical  engineer  Hen- 
ryk  Temkin.  He  expects  the  technique  to 
take  several  years  to  perfect  but  pre- 
dicts it  will  greatly  lower  the  cost  of 
making  many  optoelectronic  devices. 

Some  researchers  are  even  trying  to 
coax  light  from  silicon  itself.  If  that  be- 
corhes  possible,  manufacturers  could 
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build  optoelectronic  devices  without  us- 
ing materials  such  as  gallium  arsenide, 
which  is  expensive  and  hard  to  work 
with.  So  far,  scientists  have  gotten  a 
few  rays  of  light  by  riddling  silicon  with 
holes  or  lacing  it  with  sulfur  or  germani- 
um, then  applying  a  current.  But  they're 
still  in  the  dark  about  what's  going  on 
inside  the  chips.  "We're  looking  for  a 
breakthrough,"  says  Dennis  G.  Hall,  pro- 
fessor of  optics  at  the  University  of 
Rochester,  who  is  working  with  sulfur  in 


silicon.  One  lesson  from  the  past,  he 
adds,  is  that  in  optoelectronics,  it's  rea- 
sonable to  expect  new  discoveries. 

Taken  alone,  each  of  these  advances 
represents  only  a  small  leap.  It  may  not 
even  be  obvious, 'for  example,  when  op- 
tical fibers  replace  wires  in  computers- 
except  that  the  machines  will  work  fast- 
er. But  the  remarkable  attribute  of. 
optoelectronics  is  its  enormous  breadth. 
It  will  touch  everything  from  medicine 
to  the  waging  of  war.  As  the  technology 


creeps  into  use,  the  quality  of  image: 
videophones  will  improve  dramatic 
and  the  amount  of  information  that 
bases  can  hold  will  rise  exponent! 
Airplanes  made  of  smarter  mate 
will  be  safer,  medical  devices  wil 
better  and  cheaper,  until  one  day,  c 
electronics  will  have  fomented  a  rev] 
tion  as  far-reaching  as  that  wrought] 
the  silicon  chip. 

By  John  Carey  in  Washington, 
Neil  Gross  in  Tokyo 


DEVELOPING  A  HIGH-TECH  SIXTH  SENSE 


vices  will  monitor  everything  from  cF 
cium  to  sugar  levels  inside  cells 
boon  for  biomedical  research. 

Optoelectronic  sensors  don't  alwa; 
involve  optical  fibers.  Pollution  dett  "x 
tors  use  laser  beams  that  are  reflect 
off  tiny  particles  in  the  air.  And  He) 
lett-Packard  Co.  has  developed  LE  : 
sensors  capable  of  detecting  even  tl 
slightest  turn  of  a  car's  steering  whe< 
The  information  could  be  used  with 
microprocessor  to  adjust  an  active  su 
pension  system  so 
banks  the  vehic 
into  a  turn.  Mar 
Chandler,  optoele* 
tronics  marketi 
manager  at  HP,  pn 
diets  that  such  se: 
sors  will  be  a  $U 
million-a-year  mark( 
by  2005. 

So     far,  muc 
of  the  cutting-edg 
work  in  sensors  i 
being  done  for  d( 
fense  application: 
The  Navy  is  buildin,1' 
cheap  but  sensitiv 
fiber-optic  sensors  t  - 
pick  up  the  faintest 
ripples  created  b;  ' 
lurking  submarines: 
And  Hughes  Aircraf 
Co.  and  others  an 
developing  phased-ar  ■ 
ray  aircraft  and  satellite  radars.  In 
stead  of  large  radar  domes,  these" 
planes  and  satellites  would  use  score;,, 
of  tiny  radar-beam  emitters  mounted^ 
on  the  plane's  or  satellite's  skin.  "A  fi  ,| 
ber-optic  connection  to  each  group  o  - 
emitters  makes  it  possible  to  steer  th(  r 
resulting  radar  beam,"  says  Richard 
Lind,  manager  of  the  optical  physics 
lab  at  Hughes.  Such  a  system,  experts 
say,  could  see  a  license  plate  from  or 
bit.  Not  much,  it  seems,  will  be  hidder 
from  optoelectronic  sensors. 

By  Joh  n  Carey  in  Washington 


One  offspring  of  the  mar- 
riage of  electricity  and 
light  is  better  technology 
for  probing  the  world. 
Researchers  are  develop- 
ing optoelectronic  sensors  that  can 
record  stresses  in  airplane  wings  or 
buildings,  peer  into  living  cells,  or 
measure  levels  of  air  pollution.  "No 
other  technology  gives  the  same  capa- 
bilities," says  physicist  Alan  D.  Ker- 
sey, a  sensor  expert  at  the  Naval  Re- 
search Laboratory  in 
Washington,  D.C. 

Sensor  technology 
mostly  exploits  the  fact 
that  light  travels  in 
waves.  Take  the  fiber- 
optic gyroscope  now 
used  in  some  planes.  La- 
ser light  is  split  into 
two  beams  that  travel 
in  opposite  directions 
through  a  coil  of  fiber. 
When  the  plane  turns— 
and  the  gyroscope  with 
it— light  traveling  one 
way  around  the  coil  will 
have  to  go  slightly  j£ 
farther  to  reach  the 
end  of  the  fiber.  The 
other  path  will  be  a  bit 
shorter.  So  the  two 
streams  of  light  waves 
will  arrive  back  at  the 
starting  point  slightly 
out  of  sync,  allowing  a  processor  to 
calculate  the  change  in  direction.  Built 
by  Honeywell  Inc.  and  others,  these 
gyroscopes  are  simpler,  lighter,  and 
less  costly  than  previous  ones. 

Light  waves  can  also  help  peer  into 
solid  materials.  University  of  Vermont 
engineers  Peter  L.  Fuhr  and  Dryver 
R.  Huston  have  embedded  miles  of  op- 
tical fibers  in  concrete  in  a  university 
building  and  other  structures.  Light 
waves  shining  down  the  fiber  bounce 
off  its  internal  walls  like  errant  bob- 
sleds, interfering  with  each  other  and 


forming  a  distinctive  light  pattern  at 
the  end  of  the  fiber.  The  pattern 
changes  as  the  fiber  is  bent  or 
stretched  by  cracking  deep  within  the 
concrete— and  the  change  is  analyzed 
by  a  computer.  "This  technology  shows 
engineers  what  is  going  on  inside  a 
structure,"  says  Fuhr.  Aerospace  com- 
panies envision  using  similar  sensors  to 
build  "smart"  airplane  skin,  says  Ker- 
sey, that  can  "provide  real-time  analy- 
sis of  what's  going  on  in  the  wings." 


SMART  PLANES 

Aerospace  companies 
envision  planes  that  use 
networks  of  sensors  and 
fiber  optics  to  monitor 
stress  and  temper-  r^T^T 
ature  on  wings  and 
other  surfaces. 


OPTICAL  FIBER  SENSORS  are  em 

layers  of  composite  material 
pattern  of  light  shining  throug 
indicate  incipient  cracks  and 


bedded  between 
Changes  in  the 
h  the  fibers  may 
other  damage. 


OPTICAL  SENSORS 


FIBER-OPTIC  DATA  "BUS 

uses  lasers  and  light 
detectors  to  carry 
information  to 
computers. 


DATA  NAVAL  RESEARCH  LABORATORY.  BUSINESS  WEEK 


it 


Other  scientists  are  making  sensors 
by  adding  impurities  to  optical  fibers 
that  cause  the  glass  to  reflect,  scat- 
ter, or  emit  light  differently  when  a 
variable,  such  as  temperature  or  pres- 
sure, changes.  A  single  such  fiber  can 
be  Strang  through  a  factory  to  monitor 
the  temperature  of  dozens  of  machines 
and  furnaces. 

SWEET  SPOT.  University  of  Michigan 
chemist  Raoul  Kopelman  has  built  a 
microscopic  fiber-optic  sensor  that  en- 
ables biologists  to  measure  the  pH  lev- 
el of  a  single  living  cell.  Similar  de- 
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evelopments  to  Watc 


ED  BY  WILLIAM  D  MARBACH 


MAJOR  STRIDE  FORWARD 
SYNTHETIC-BONE  RESEARCH 


lone  injuries  and  diseases  such  as  arthritis  have  long  de- 
ified quick  remedies.  But  investigators  at  the  University  of 
insylvania  have  come  up  with  a  way  to  create  synthetic, 
elike  material  rapidly.  The  technology,  which  could  lead  to 
•e  effective  treatments  for  everything  from  fractures  to 
ious  cancers,  is  "a  major  innovation,"  says  Penn  scientist 
il  Ducheyne,  who  headed  the  team. 

lesearchers  have  been  able  to  grow  large  amounts  of  hard, 
tish  bonelike  material  in  a  week  using  a  mixture  of  bone- 
ue  cells,  body  fluids,  and  a  special  ceramic.  Other  scien- 
5,  says  Ducheyne,  have  taken  longer  to  form  bonelike 
;ter  in  processes  that  are  harder  to  control.  He  says  the  lab- 
wn  material  could  eventually  replace  some  of  the  inert 
;erials  used  in  orthopedic  treatments.  Next,  researchers  will 
to  determine  whether  these  substances  will  help  regener- 
bone  in  the  body.  If  the  technology  proves  out,  he  says  it 
Id  be  ready  for  human  use  in  as  little  as  four  years. 


EMORY-CHIP  MAKERS 
M  FORGET  THE  BAD  TIMES 


irst,  the  global  recession  pummeled  Japan's  electronics  gi- 
ants. Then,  as  the  dollar  tumbled,  their  earnings  in  Ameri- 
declined  in  value  when  translated  back  into  yen.  Hitachi, 
hiba,  and  Mitsubishi  Electric,  for  example,  will  all  take 
vy  currency  hits  in  the  fiscal  half  ending  next  September, 
lut  there's  bright  news  coming.  The  $19.3  billion  memory- 
)  market  is  pulling  out  of  its  four-year  slump.  The  reason  is 
tinning  strong  sales  of  personal  computers  and  worksta- 
is  in  the  U.  S.  Dataquest  Inc.  director  Lane  Mason  says 
fits  of  PC  and  workstation  chips — DRAMS,  SRAMs,  eproms, 
flash  memories — should  be  up  tenfold  this  year  over  1992, 
tiks  to  a  more  even  balance  of  supply  and  demand. 
We're  at  the  beginning  of  a  cyclical  upturn,"  says  Mason. 
1  Japanese  electronics  companies — which  dominate  the 
•ldwide  market — didn't  pump  additional  billions  into  new 
its  last  year.  So  now  they're  able  to  keep  prices  high.  Their 
;f  competitors,  the  Koreans,  can't  build  new  memory-chip 
its  fast  enough  to  make  much  difference  for  now. 


IPERCONDUCTIVE  CERAMICS 
i  A  SHOESTRING 


'alk  about  low  budgets.  Andrew  T.  Hunt,  a  PhD  student  at 
Georgia  Institute  of  Technology,  wanted  to  try  a  different 
•roach  for  creating  thin  films  of  ceramic  materials.  When  a 
fessor  wouldn't  0.  K.  the  experiment,  Hunt  set  up  a  ply- 
)d  table  in  his  backyard,  and,  using  $250  worth  of  equip- 
it,  deposited  a  one-micron-thick  layer  of  superconducting 
terial  on  a  crystal  of  magnesium  oxide.  He  used  an  artist's 
>rush  and  a  blend  of  powdered  yttrium,  barium,  and  copper 
ipounds  dissolved  in  an  everyday  solvent,  xylene.  He  put 


extra  oxygen  into  the  compressed  air,  then  ignited  the  spray. 
Some  of  the  resulting  gunk  landed  on  the  crystal.  The  crude 
film  showed  hints  of  superconductivity  at  around  85  degrees 
Kelvin,  above  the  boiling  temperature  of  liquid  nitrogen. 

The  technique,  says  Brent  Carter,  a  Georgia  Tech  assistant 
professor  of  materials  science,  is  a  promising  alternative  to  the 
current  technology,  chemical-vapor  deposition.  Hunt's  combus- 
tion chemical-vapor  deposition  doesn't  require  costly  vacuum 
chambers  or  furnaces.  It  has  already  been  used  to  create  other 
thin  films,  including  yttrium-stabilized  zirconia  for  wear  resis- 
tance and  insulation.  Georgia  Tech  Research  Corp.  and  Hunt 
have  applied  for  a  patent  on  the  process. 


RESTORED  HEARING 
—FROM  WRINKLE  CREAM? 


^Poo  many  rock  concerts  or  other  loud  noises,  disease,  or 
I  simple  aging  have  caused  hearing  loss  for  more  than  15 
million  Americans.  In  most  cases,  the  problem  can  be  traced  to 
damage  to  so-called  hair  cells  in  the  inner  ear.  Scientists  have 
considered  the  loss  to  be  permanent,  because  the  ear  seemed 
to  lack  the  ability  to  repair  the  damage. 

Now,  researchers  at  the  Albert  Einstein  College  of  Medicine 
and  the  University  of  Liege  in  Belgium  have  regenerated 
damaged  hair  cells.  In  experiments  reported  in  the  Apr.  30 
issue  of  the  journal  Science,  the  scientists  extracted  parts  of 
rats'  inner  ears,  grew  the  tissue  in  the  lab,  and  killed  the  hair 
cells  with  drugs.  When  they  dosed  these  cultures  with  a  vita- 
min A  derivative  known  as  retinoic  acid — the  active  ingredient 
in  the  wrinkle  cream  Retin-A — immature  cells  in  the  ear  tissue 
developed  into  normal  auditory  hair  cells.  The  reseachers  still 
don't  know  how  retinoic  acid  helps  regenerate  the  cells  and 
caution  that  curing  hearing  loss  in  humans  is  years  away.  But 
"we're  on  a  very  promising  track,"  says  Einstein's  Thomas  R. 
Van  De  Water,  leader  of  the  team. 


ZAPPING  THOSE  KETCHUP  STAINS 
WITH  OZONE 


Ozone  has  a  complex 
1 


personality.  It's  un- 
healthful  at  ground  lev- 
el, but  in  the  upper  at- 
mosphere it  blocks 
harmful  solar  rays. 
Now,  it  can  also  help  do 
the  laundry.  Man-made 
ozone — generated  by 
zapping  air  with  electric- 
ity to  make  a  gas  com- 
posed of  three  oxygen 
atoms — is  a  powerful  ox- 
idizer that  kills  bacteria 
and  decomposes  organic 
stains.  When  ozone  is  dissolved  into  wash  water,  washing 
machines  can  get  by  with  less  detergent,  cooler  water,  less 
agitation,  and  less  damage  to  fabrics.  Laundry  Logic  Inc.  in 
Conshohocken,  Pa.,  and  Pure  Water  Corp.  in  Kansas  City, 
Kan.,  have  sold  a  handful  of  systems  that  pump  ozone  into 
modified  commercial  washing  machines. 

Tri-O-Clean  Laundry  Systems  Inc.  in  Fort  Pierce,  Fla.,  sells 
systems  that  use  cold  water  and  no  detergent  at  all.  They 
filter  and  recycle  most  of  the  water.  Tougher  environmental 
regulations  should  spur  demand,  says  Charles  I.  Pearsall, 
managing  director  for  marketing:  "Water  is  going  to  be  a  very 
expensive  commodity  in  the  next  10  years,  and  so  is  sewage." 
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INSURANCE 


WHY  INSURANCE  RATES 
HAVE  LOST  THEIR  OLD  BOUNCE 


With  all  the  disasters,  you'd  expect  them  to  be  way  up  by  now.  But  this  pricing  cycle  breaks  the  rul< 


urricane  Andrew.  The 
Los  Angeles  riots.  The 
Chicago  flood.  A  record 
number  of  tornadoes.  Hurri- 
cane Iniki.  The  December  nor- 
'easter.  In  1992,  insurers  got 
slammed  by  'em  all.  While  such 
catastrophes  wreaked  unprece- 
dented financial  havoc  on  prop- 
erty/casualty insurers,  some 
executives  and  analysts  see 
good  news  for  the  industry 
emerging  out  of  the  wreckage. 
After  five  years  of  vicious  price 
competition,  they  feel  the  pros- 
pect of  big  losses — as  much  as 
$16  billion  from  Andrew — will 
permit,  even  force,  the  industry 
to  raise  its  prices.  That  expecta- 
tion has  buoyed  stocks  of  many 
insurers,  pushing  some,  such  as 
Chubb  Corp.  and  American  In- 
surance Group  Inc.,  near  52- 
week  highs. 

There's  only  one  problem:  It 
hasn't  happened  yet.  To  be 
sure,  prices  have  taken  off  in 
some  specialty  lines  of  insur- 
ance, such  as  reinsurance,  and 
inched  up  in  a  few  standard 
lines  and  in  certain  regions — 
homeowner's  insurance  in  Flori- 
da being  the  obvious  example. 
But  most  of  the  increases 
aren't  near  the  magnitude  seen  in  previ- 
ous turns  of  the  insurance  pricing  cycle. 
And  rates  for  casualty  insurance,  which 
covers  liability  or  loss  from  accidents, 
haven't  even  budged.  "A  lot  of  the 
forces  that  were  supposed  to  move  this 
market  simply  haven't  materi- 
alized," says  Richard  Moscicki, 
a  consultant  with  Tillinghast,  a 
Towers  Perrin  actuarial  con- 
sulting company. 
rate  rescue.  What's  keeping 
prices  down?  Although  the  in- 
dustry faces'  big  losses,  most 
insurers  have  made  a  killing  in 
their  investment  portfolios  as 
a  result  of  falling  interest 
rates,  which  permitted  them  to 
reap  huge  capital  gains  on 


bond  portfolios.  Experts  on  the  industry 
posit  that  it  has  yet  to  experience  the 
sort  of  financial  pain  that  permits  big 
price  hikes  to  stick.  Until  the  industry 
works  through  its  windfall,  recurring  in- 
dustry predictions  of  "imminent"  price 
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UNDERWRITING 
LOSSES  GROW... 


...BUT  SO  DOES 
INSURERS'  STRENGTH 


'86  '87  '88  '89  '90 
▲  BILLIONS  OF  DOLLARS 


hikes  may  be  wishful  thinkii 
The  main  problem,  some 
dustry-watchers  say,  is  tl 
there's    too    much  capit 
"Structural  excess  capacity 
the  reason  why  this  downtu 
has  gone  further  than  peoj 
would  have  said  that  it  woi 
go  in  1988  and  1989,"  says  Oi 
S.  Kramer,  a  consultant  bas 
in  Fort  Lee,  N.  J.  "It  is  driv 
by  a  fundamental  supply-ar 
demand  problem.  And  thou; 
insurers  had  good  intentio 
(j      coming  out  of  their  last  dow 
turn,  they  haven't  become  mo  t^ 
disciplined  on  pricing." 
EXPERTS  DISAGREE.  In  light 
Hurricane  Andrew,  many  invc 
tors  and  Wall  Street  analyst 
don't  agree  with  Kramer's  a  i 
sessment.   "An  industry  th 
can  lose  10%  of  its  capital 
one  incident  in  my  opinion  is  n 
overly  capitalized,"  states  D 
vid  Seifer,  a  vice-president  ai 
analyst  with  Donaldson,  Lufk 
&  Jenrette  Securities  Corp. 
one  accepts  that  the  industry 
under-reserved  by  10%  to  25' 
estimates  widely  bandied  abou 
then  "you  have  to  take  fro: 
$40  billion  to  $75  billion  out  <j:r 
surplus,"  he  adds.  "I'd  say  tl 
level  of  pain  is  here. ...  If  you've  got  r « 
cash,  I  don't  know  what  the  next  level  ( 
pain  is." 

Reacting  to  the  impact  of  catastrophe 
losses  on  reserves,  some  parent  comp; 
nies  had  to  bolster  the  resources  of  the 
property/casualty  units.  Thes 
units  got  some  $5.5  billion  i 
capital,  topping  1987's  previou^ 
record  of  $4.2  billion.  The  bij 
gest  infusion  came  from  Pn 
dential  Insurance  Co.,  whic 
put  $900  million  into  PRUPA( 
its  property/casualty  subsic 
iary.  "After  Andrew,  PRUPA 
was  technically  insolvent, 
says  John  Snyder,  a  senio 
vice-president  with  A.  M.  Bes 
Co.,  the  large  insurance-ratinj, 
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DATA  AM  BEST  CO 


INCLUDES  CAPITAL  INFUSIONS  FROM  PARENT  COMPANIES  AND  SALES  OF  SECURITIES 


FINAt* 


icy.  "It  didn't  have  any  surplus." 
it  insurance  executives  say  the  pain 

isn't  sufficient  to  push  up  prices, 
arly,  there's  no  return  to  any  kind 
•icing  environment  that  would  signal 
,rd  market,"  says  Frederic  G.  Mar- 
5,  president  of  Continental  Insur- 

Co.  Even  in  Florida,  only  8  of  the 
filings  in  1993  before  the  state  insur- 

commission  for  rate  increases  were 
•nore  than  25%. 

:ST  year  ever.  To  be  sure,  some 
sures  of  the  financial  performance 
isurers  have  been  dismal.  In  1992, 
industry  paid  out  a  record  $1.16  in 
as  for  every  $1  in  premiums  written. 
i  interest  rates  down,  investment  in- 
^,  which  usually  offsets  underwrit- 
losses,  declined  for  the  first  time  in 
ears.  And  in  1992,  according  to  the 
ranee  Information  Institute,  the  in- 
ry's  rate  of  return — net  income  af- 
taxes,  as  a  percent  of  equity — was 
I  after  hovering  around  10%  in  the 

'S. 

at  these  factors  were  more  than  off- 
by  insurers'  capital-gains  bonanza, 
talizing  on  the  drop  in  interest 
s,  insurers  sold  $250  billion  of  the 
j  billion  of  bonds  in  their  portfolios, 
e  bonds  are  carried  at  amortized 
on  a  statutory  accounting  basis, 
rig  them  produced  realized  capital 
s — to  the  tune  of  $9  billion, 
le  impact  of  this  bonanza  was  dra- 
ic.  Industry  surplus,  assets  minus  li- 
ties,  increased  2.7%  in  1992,  to  $163 
)n.  "The  cycle  should  not  turn  yet," 
i  industry  critic  J.  Robert  Hunter, 
ident  of  the  National  Insurance  Con- 
er  Organization  in  Alexandria,  Va. 
en  with  the  incredible  disasters  of 
!,  the  industry's  surplus  grew,  so  it 
vs  you  how  incredibly  powerful  their 
folios  are." 

ow  long  the  boosts  to  surplus  will 
stall  big  price  hikes  isn't  clear.  Some 
ysts  point  out  that  cash  raised  from 
bond  sales  has  been  reinvested  at 
tively  low  rates,  which  will  reduce 
cushion  insurers  have  against  future 
es.  The  investment  income  that  "the 
istry  enjoyed  immensely  won't  be 
e  to  be  harvested  in  1993,"  says 
I.  Best's  Snyder.  "The  industry  has 
i  able  to  pull  a  rabbit  out  of  the  hat 
•y  time.  I  don't  see  the  rabbit  in  1993 
will  save  them  from  underwriting 
es." 

se  self-insurers.  Yet  even  if  the  ef- 
s  of  the  windfall  wear  off,  several 
ider  trends  may  mitigate  the  insur- 
i  price  cycle.  Indeed,  some  experts 
an  evolution  toward  longer  and  deep- 
"soft"  markets  and  briefer  and 
•ter  hard  markets.  Corporate  risk 
lagers,  who  are  becoming  highly  so- 
ticated  insurance  shoppers,  are  self- 
iring  more  and  more  of  their  risks, 
such  alternative  methods  are  gain- 


ing market  share.  That  means  insurers 
are  competing  for  a  market  whose 
growth  rate  is  declining. 

If  these  trends  continue  and  a  big 
swing  in  prices  doesn't  materialize,  in- 
surers might  find  themselves  in  a  very 
different  ballgame,  one  with  new  rules. 
"The  industry  has  been  conditioned  to 
think  in  terms  of  cycles,"  says  Paul 
Hasse,  a  principal  with  consulting  firm 
McKinsey  &  Co.  "But  industry  dynamics 
have  changed,  and  many  companies  are 


Central  &  South  West  Corp.  is  a 
prisoner  of  the  Securities  &  Ex- 
change Commission.  Back  on  Apr. 
1,  1987,  the  company  asked  the  SEC  for 
permission  to  expand  its  burgeoning  fi- 
nancial subsidiary,  CSW  Credit  Inc.  The 
Dallas  electric-utility  holding  company 
wanted  the  credit  unit  to  increase  its 
purchases  of  accounts  receivable  from 
other  utilities.  The  SEC  staff  recommend- 
ed that  the  issue  be  heard  by  an  SEC 
administrative  law  judge.  Nearly  two 
years  later,  in  February,  1989,  the  judge 
0.  K.'d  the  utility's  request.  But  the  SEC 
staff  appealed  the  ruling  to  the  full  com- 
mission, which  must  approve  such 
changes  for  utility  holding  companies 
under  the  Public  Utility  Holding  Compa- 
ny Act  of  1935. 

Now,  six  years  after  the  initial  re- 
quest, CSW  still  awaits  an  answer.  The 


beginning  to  rethink  their  fundamental 
operating  strategy.  They  have  become 
more  focused  on  their  core  businesses 
and  operating  skills  and  less  concerned 
with  trying  to  game  the  cycle."  For 
many  insurance  executives,  learning  to 
price  their  product  without  paying 
regard  to  cycles  might  be  even  more 
uncomfortable  than  another  Hurricane 
Andrew. 

By  Suzanne  Woolley  in  New  York,  with 
Gail  DeGeorge  in  Miami 


reason,  SEC  insiders  say,  is  that  the  four 
sitting  commissioners  are  deadlocked  2- 
2.  Of  course,  the  commission  could  have 
let  the  application  fail  on  a  tie  vote.  But 
Chairman  Richard  C.  Breeden,  who  is 
expected  to  be  succeeded  by  former 
American  Stock  Exchange  Chairman  Ar- 
thur Levitt  Jr.  within  a  few  months,  sup- 
ports the  application  and  won't  allow 
that  to  happen,  the  sources  say.  The 
company  declines  comment.  Through  a 
spokesman,  Breeden  declined  to  com- 
ment because  all  the  issues  raised  in  the 
story  are  either  in  litigation  or  involve 
confidential  SEC  deliberations. 

The  CSW  case  is  but  one  example  of 
the  SEC's  often  glacial  system  for  han- 
dling contested  administrative  cases, 
which  can  involve  anything  from  utility 
mergers  to  accounting  irregularities  to 
civil  fraud.  A  two-year  SEC  task  force 


REGULATION 


WILL  NEW  BLOOD  IMPROVE 
THE  SEC'S  CIRCULATION? 


Breeden's  exit  may  speed  decisions,  but  problems  remain 
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study,  issued  in  February, 
found  that  appeals  decided  by 
the  SEC  in  fiscal  1992  took  an 
average  of  four  years  to  com- 
plete, more  than  double  the  av- 
erage in  1983.  Meanwhile,  the 
backlog  of  unresolved  cases 
more  than  tripled. 

The  snail's  pace  creates 
enormous  uncertainty  for  busi- 
ness and  leaves  those  charged 
with  civil  violations  of  securi- 
ties laws  twisting  in  the  wind, 
often  for  years.  To  get  the 
lead  out,  the  SEC  task  force 
guidelines  recommend  a  10- 
month  deadline  for  administrative  law 
judge  decisions  and  nine  months  for 
commission  rulings  on  appeals.  "Justice 
delayed  is  justice  denied,"  says  Commis- 
sioner Mary  L.  Schapiro,  who  led  the 
task  force. 

'VETO  POWER'?  In  part,  the  problem 
stems  from  staff  cutbacks.  But  there 
are  more  systemic  reasons.  The  SEC's 
complex  multistep  process  for  adjudi- 
cating appeals  is  very  time-consum- 
ing. And  headstrong  commissioners 
often  wrestle  for  a  year  or  two  be- 
fore reaching  a  majority  opinion.  The 
system  also  gives  the  chairman  great 
power  to  tie  up  the  process.  Accord- 
ing to  interviews  with  current  and 
former  SEC  officials,  Breeden  on  sev- 
eral occasions  delayed  the  disposition 
of  cases  if  his  view  didn't  prevail. 
Says  former  SEC  chief  economist 
Gregg  A.  Jarrell:  "Breeden  operated 
as  though  he  had  veto  power  on  any 
commission  matter." 

To  be  sure,  contested  administra- 
tive proceedings  constitute  only  a 
fraction  of  the  hundreds  of  cases  re- 
solved each  year.  Over  907r  of  SEC 
administrative  proceedings  are  set- 
tled. And  Breeden  has  streamlined 
the  process,  doubling  the  adjudication 
staff  to  17. 

But  those  accused  of  violating  the 
law  still  often  pay  a  heavy  price  for 
the  slow  grinding  of  the  wheels  of 
SEC  justice.  Consider  Arthur  J.  Huff. 
In  1986,  SEC  staff  charged  the 
Paine  Webber  Inc.  compliance  officer 
with  inadequately  supervising  a 
salesman  who  had  bilked  customers 
out  of  $7.6  million.  The  next  year,  a 
law  judge  recommended  suspending 
Huff  from  the  securities  business  for 
60  days.  But,  due  largely  to  wran- 
gling among  the  commissioners, 
Huff's  ordeal  didn't  end  until  March, 
1991.  The  SEC  overturned  the  law 
judge's  decision,  with  two  commis- 
sioners saying  Huff — who  remained 
with  PaineWebber — fulfilled  the  stan- 
dards for  performing  his  job,  and  two 
others  declaring  the  salesman  wasn't 
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even  subject  to  Huff's  supervision.  Huff 
couldn't  be  reached  for  comment. 

Perhaps  most  vexing  to  insiders  and 
outsiders  is  the  extent  to  which  delays  at 
times  are  induced  for  political  reasons. 
Sources  cite  a  case  involving  two  Coo- 
pers &  Lybrand  accountants.  In  1989,  an 
administrative  law  judge  found  that 


THE  SEC'S  SLOW  WHEELS 


COOPERS  &  LYBRAND 


NOV.  12,  1987  SEC  launches  proceeding 
against  two  Coopers  &  Lybrand  accountants, 
David  J.  Checkosky  and  Norman  A.  Aldrich,  al- 
leging they  improperly  audited  Savin. 
SEPT.  5,  1989  SEC  administrative  law  judge 
recommends  five-year  suspension. 
AUG.  26,  1992  SEC  upholds  decision,  but  re- 
duces suspension  to  two  years.  Accountants 
later  appeal.  Appeal  still  pending. 


CENTRAL  &  SOUTHWEST 


APR.  1,  1987  Central  &  South  West  applies  to 
SEC  to  expand  its  subsidiary,  CSW  Credit. 
FEBRUARY,  1989  SEC  judge  recommends 
granting  CSW's  request.  SEC  staff  appeals  de- 
cision to  full  commission.  Appeal  still  pending. 


ARTHUR  J.  HUFF 


AUG.  12,  1986  SEC  launches  action  against 
Arthur  J.  Huff,  PaineWebber  vice-president, 
for  failing  to  supervise  an  employee. 
DEC.  15,  1987  SEC  judge  rules  against  Huff, 
recommends  a  60-day  suspension;  Huff  ap- 
peals. 

MAR.  28,  1991  SEC  overturns  decision. 


GEORGE  C.  KERN  JR 


JUNE  29,  1987  SEC  brings  action  against 
George  C.  Kern  Jr.,  a  lawyer  at  Sullivan  & 
Cromwell,  alleging  he  failed  to  disclose 
promptly  a  client's  talks  with  a  third  party  dur- 
ing a  takeover  contest. 
NOV.  14,  1988  SEC  judge  recommends  dis- 
missing allegations;  SEC  staff  appeals. 
JUNE  21,  1991  SEC  upholds  ruling. 
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from  1981  to  1984,  account; 
David  J.  Checkosky  and 
man  A.  Aldrich  negligently 
lowed  Stamford  (Conn.)-b 
Savin  Corp.  to  violate  acco 
ing  rules  by  deferring  cost 
a  failed  photocopier  vent 
The  law  judge  recommen 
five-year  suspensions  for 
accountants,   who  decli 
comment  through  lawyers. 
ornery.  As  previously  rep, 
ed  (BW— Feb.  10,  1992),  B 
den  wanted  to  uphold  the  <.  f 
pensions,  but  a  majority  of 
commission  disagreed.  Kn 
ing  that  one  member  of  the  majo 
was  about  to  leave  the  commission,  m 
fying  his  vote,  Breeden  refused  to  s 
the  opinion,  sources  say.  The  arrival  (  *" 
new  commissioner  would  allow  Breei 
to  lobby  for  the  third  vote  needed 
impose  sanctions.  That  happened 
Aug.  26,  1992,  although  the  penalty  v 
reduced.  "Breeden  decided  to  shui 
the  deck  after  the  cards  had  b^" 
played,"  says  one  knowledgea 
source.  "That's  cheating." 

After  reading  about  the  episode  i* 
BUSINESS  week,  the  accountants  si 
in  federal  court,  alleging  that  the  S 
had  denied  them  a  fair  hearing 
agency  vigorously  opposed  efforts  I 
probe  its  proceedings  and  contend  "■■ 
that  the  BUSINESS  week  article  \4il 
false.  But  Edward  H.  Fleischman 
Breeden  critic  then  on  the  commt^ 
sion,  wrote  the  court:  "I  disagr 
with  arguments  made  and  cone 
sions  presented  to  you  on  behalf 
the  commission."  What's  more,  aft 
his  dissent  from  the  Aug.  26  SEC  de 
sion,  Commissioner  Richard  Y.  Rr. 
erts  demanded  a  retraction  of  the  ir 
jority's  claim  in  a  court  filing  that  t 
accountants  shouldn't  get  access 
sec  deliberations  in  the  case. 

Most  disturbing  for  the  SEC  wi 
Roberts'  suggestion  in  his  disse 
that  the  whiskers  on  the  case  we 
reason  enough  to  throw  it  ou 
"Countries  have  disappeared,  an 
new  ones  have  emerged  during  tl  * 
decade  that  has  passed  since  the 
leged  violations  occurred,"  he  note 
But  the  case  remains  unresolved 

The  SEC  deserves  credit  for  unde » 
taking  an  internal  study  and  makin* 
progress  in  speeding  administrate 
decisions.  But  critics  claim  propose 
reforms  don't  go  far  enough.  Tl" 
commission,  in  fact,  could  be  an  ide; 
place  for  the  Clinton  Administratiol 
to  deliver  on  promises  to  bring  mor 
efficiency  to  government.  Getting  th 
lead  out  of  the  SEC  would  be  a  worth 
goal  for  incoming  Chairman  Levitt. 

By  Michael  Sckroeder  in  Washingto\ 
 '- — - 
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EXT  BANK, 
1)0  MILES 

Vis  and  phone-banking  are 
dng  branches  ever  scarcer 


awrence  Bullock  always  liked  Bank 
of  America's  presence  in  Mendoci- 
no. The  giant  San  Francisco-based 
;ution  long  maintained  a  branch  in 
;iny  California  town  where  Bullock 
iges  Out  of  This  World,  a  boutique 
sells  telescopes  and  other  science 
nature  paraphernalia.  But  in  Janu- 
Bof  A  shut  down  its  Mendocino  cash 
line — the  only  one  in  town — and  its 
ch,  and  Bullock  wasn't  pleased.  "In 
docino,  they  not  only  inconvenienced 
le,  they  inconvenienced  a  lot  of  mer- 
ts,"  he  says.  What's  more,  the  ab- 
e  of  a  cash  machine  makes  it  harder 
shoppers  there  to  make  impulse  pur- 
es.  Bullock  used  to  know  who  had 
ed  BofA's  ATM  by  the  crisp  twenties 
paid  with,  he  says,  but  "you  don't 
many  crisp  twenties  anymore." 
allock's  experience  is  hardly  unique, 
-conscious  banks  have  closed  thou- 
Is  of  branches  in  the  past  three 
is.  Increasingly,  they're  trying  to  get 
omers  to  bank  by  phone  and  use 
machines.  But  that  can  leave  cus- 
srs  with  fewer,  often  less  conve- 
t,  bank  offices.  And  it  could  also 
e  it  harder  for  elderly  customers  to 
their  bank  for  some  basic  social 
"action  as  well  as 
bank  business. 
Dlder  people  are 
1  to  depositing  their 
al  Security  check  or 
r  pension  check," 
i  New  York  State 
ator  Franz  S. 
hter  (D-Manhattan- 
ix),  a  member  of 
Senate  Banks  Corn- 
He  has  elderly 


BRANCHES  ARE 
WITHERING 
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BANKS  AND  THRIFT  BRANCHES 


ee 

itituents  who  faced 
ilf-mile  walk  to  the 
rest  branch  when 
New  York  bank  was  closing  a  mid- 
n  Manhattan  office. 
ian  ATMs?  The  decline  in  branches  is 
lounced.  Some  4,000  bank  and  thrift 
iches  closed  from  1990  to  1992.  The 
ling  has  been  most  dramatic  on  the 
coasts.  BofA,  flush  from  its  acquisi- 
of  Security  Pacific  Corp.,  has  al- 
ly trimmed  568  branches  from  its 
vork  and  plans  to  close  more.  In 
/  York,  Chemical  Banking  Corp. 
is  to  close  80  branches  as  a  result  of 
nerger  with  the  former  Manufactur- 


ed I    '91  92 


▲  THOUSANDS  EST. 
DAW:  OFFICE  OF  THRIFT  SUPERVISION.  B00Z  ALLEN  8  HAMILTON  INC 


ers  Hanover  Corp.  Seamus  P.  McMahon, 
a  vice-president  at  Booz,  Allen  &  Hamil- 
ton Inc.,  predicts  that  there  will  be  as 
many  as  15,000  fewer  branches  by  the 
end  of  the  decade.  "If  tellers  are  basical- 
ly ATMs  that  have  internal  organs  and 
have  to  take  coffee  breaks,  why  have 
them?"  he  says. 

Why,  indeed.  Bank  customers,  particu- 
larly younger  ones,  are  increasingly 
comfortable  using  ATMs  and  conducting 
bank  business  by  phone.  What's  more, 
in-market  mergers  and  acquisitions  are 
making  many  branches  redundant.  And 
branch  operating  expenses  are  rising  as 
personnel  costs,  rents, 
and  federal  deposit-in- 
surance premiums  in- 
crease. As  a  result,  a 
growing  number  of 
bankers  are  concluding 
that  it  doesn't  make 
sense  to  maintain  a 
large  number  of 
branches. 

What  does  make 
sense  to  many  bankers 
are  branch  networks 
composed  of  a  smaller 
number  of  larger  of- 
fices. Today,  says  consultant  Edward  E. 
Furash,  the  optimal  branch  has  $40  mil- 
lion to  $50  million  in  deposits,  up  sharply 
from  the  $15  million  to  $20  million  that 
would  have  been  considered  satisfactory 
just  10  years  ago.  Bank  branches  are 
being  used  to  sell  more  products,  such 
as  mutual  funds  and  annuities.  Bankers 
are  now  going  after  what  they  call  the 
greatest  possible  "share  of  wallet" — the 
largest  proportion  of  a  customer's  in- 
vestable  assets.  "The  original  goal  of  a 
branch  was  to  gather  deposits,"  says 


2000 


Furash.  "The  new  role  is  to  foster  a 
total  relationship  with  the  customer." 

Despite  these  advantages,  the  branch 
closings  could  have  a  downside  for 
banks.  Branches  help  banks  appear 
more  personal  and  accessible  than  mutu- 
al-fund companies  and  securities  brokers 
who  rely  on  toll-free  telephone  numbers 
to  sell  their  products.  Shifting  to  fewer, 
larger  branches  will  erode  this  competi- 
tive edge. 

good  customers.  Some  banks  recog- 
nize that  closing  branches  can  erode 
their  valuable  franchise  among  the  el- 
derly. A  few  are  taking  steps  to  remedy 
that.  Even  while  it  has  pared  337 
branches  from  its  Florida  network,  First 
Union  Corp.  is  adding  minibranches  in 
retirement  communities. 

Senior  citizens  "like  getting  to  the 
bank,"  says  James  P.  Robertson  Jr.,  di- 
rector of  marketing  for  First  Union's 
Florida  subsidiary.  "It's  a  social  event  as 
much  as  a  business  venture,  and  having 
a  bank  nearby  is  very  important  because 
as  age  increases,  mobility  decreases." 
And  older  people  make  good  bank  cus- 
tomers: They  tend  to  like  the  safety  of  a 
sizable  savings  account.  Even  if  a  bank 
pays  low  interest,  they  generally  remain 
loyal. 

But  other  banks  are  adding  to  their 
offerings  of  electronic  banking  outlets 
and  new  bank  products.  Citibank,  for 
one,  has  an  outpost  in  New  York  City's 
Grand  Central  Station  that  houses  20 
ATMs  but  no  tellers.  If  more  banks  fol- 
low Citi's  lead,  old-fashioned  bank 
branches  might  become  as  rare  as  ATMs 
in  Mendocino. 

By  Kelley  Holland  in  New  York,  with 
Russell  Mitchell  in  San  Francisco,  Gail 
DeGeorge  in  Miami,  and  bureau  reports 
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MARKETS  &  INVESTMENTS  I 


SOROS:  HIS 
NEW 

MINING  STAKE 
PUTS  GOLD  IN 
A  NEW  LIGHT 


NOW,  SOME  OF  WHAT  GLITTERS 
MAY  BE  GOLD 


Its  price  won't  soar — but  the  market  has  likely  bottomed  out 


Gold  briefly  hit  $875  an  ounce  back 
in  January,  1980,  and  basically 
it's  been  downhill  ever  since.  The 
yellow  metal  has  staged  several  rallies 
over  the  years,  but  none  were  sustain- 
able, and  they  turned  out  to  be  suckers' 
bets.  So  it's  not  surprising  that  gold's 
runup — $26  an  ounce,  to  nearly  $353 
over  the  past  six  weeks — has  been  greet- 
ed with  skepticism.  Indeed,  on  Apr.  28 
gold  retreated  to  $350. 

But  this  time  may  be  different.  The 
market  psychology  is  slowly  turning  in 
favor  of  gold.  The  stage  is  not  set  for 
$800,  $500,  or  even  $400  an  ounce  any 
time  soon.  For  that,  you  would  have  to 
see  a  far  higher  rate  of  inflation.  But 
gold  has  probably  seen  its  lows  and 
should  remain  above  them.  Says  Robert 
Guy,  director  of  N.  M.  Rothschild  & 
Sons  Ltd.:  "I'm  confident  the  market  has 
bottomed  out." 

bold  move.  Gold  had  been  edging  up- 
ward for  weeks,  but  the  price  surged  on 
Apr.  23  (chart).  That's  when  word  came 
that  Soros  Fund  Management,  run  by 
superinvestor  George  Soros,  had  pur- 
chased 6.8  million  shares  of  Newmont 
Mining  Corp.  at  39V2,  a  7%  discount  to 
the  open-market  price  of  the  stock. 
Soros  bought  the  10$  stake  in  the  Den- 
ver-based mining  company  from  a  com- 
pany controlled  by  billionaire  investor 
Sir  James  Goldsmith  and  a  fund  run  by 
Lord  Jacob  Rothschild.  In  addition, 


Soros  may  buy  another  3.2  million 
shares  at  39 Vi,  subject  to  Newmont' s 
approval.  The  total  deal  comes  to  $395 
million  for  137<  of  Newmont. 

Soros  is  not  known  to  be  a  gold  bug, 
so  his  bold  move  put  gold — a  pariah  in- 
vestment for  years — in  a  new  light. 
"George  Soros  took  on  the  central  banks 
and  won,"  says  London-based  analyst 
Andrew  Smith  of  the  Union  Bank  of 
Switzerland,  referring  to  last  year's  Eu- 
ropean-currency crisis  during  which 
Soros  reportedly  made  $1  billion  by  bet- 
ting against  the  British  pound.  "If  he's 
bullish  on  gold,  there's  something  here." 
Before  Soros'  purchase,  notes  Jeffrey  A. 
Nichols,  president  of  American  Precious 
Metals  Advisors,  "the  large-scale  specu- 
lators were  on  the  bearish  side." 

(The  Wall  Street  Journal  reported 
that  Goldsmith  poured  more  than  $300 
million  of  the  proceeds 
into  options  to  buy  gold 
bullion.  Goldsmith  did 
not  divulge  the  terms  of 
his  options.  But  gold  an- 
alysts say  he  could  buy 
options  on  $395  million 
worth  of  gold  for  less 
than  $10  million.  The 
idea  he  would  spend 
$300  million  on  options 
that  could  expire  worth- 
less makes  no  sense, 
say  analysts.  Goldsmith 
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could  not  be  reached  for  commas " 

Even  before  the  Soros  announcem 
things  were  looking  up  for  gold.  G 
mining  shares  rallied  in  the  first  qt 
ter,  even  as  bullion  prices  stayed  i] 
Harry  Bingham,  who  runs  the  $525 
lion  International  Investors  Fund,  a  ^ 
mutual  fund,  says  he  first  noticed 
changes  a  few  months  ago  when  fore 
institutional  investors  called  asking 
buy  stocks  from  his  portfolio.  "Pen 
tions  are  changing  about  the  econo 
inflation,  and  gold,"  says  Binghfc 
"Worldwide  disinflation  is  coming  to  oose 
end,  and  the  next  move  is  reflation."  oft 
Right  now,  the  inflation  argument  nt  d 
more  speculative  than  real.  There's  jit 
no  evidence  of  it  (page  83).  But  lo\c 
interest  rates  in  the  U.  S.  and  Eur<  \  p 
make  gold  more  attractive,  because  lion 
reduces  the  cost  of  holding  the  meta  ito 
asian  hedge.  The  bulls'  case  also  foe  11 
es  on  pure  supply  and  demand.  For  s  ir ; 
eral  years,  the  market  was  flooded  win 
gold  from  the  former  Soviet  Union  a  ton 
the  Middle  East.  Last  year,  cent  lift 
banks  pounded  the  market,  selling  ii: 
million  ounces,  according  to  Jeffrey  An 
Christian,  managing  director  of  the  C  ai 
Group.  He  thinks  the  banks  will  still  s  s 
14  million  ounces  in  1993,  but  since  i  ps 
mand  is  up,  those  sales  won't  sink  t  i  [ 
market.  gel 
There's  especially  big  demand  for  g(  ;'e 
in  the  Far  East,  which  last  year  i  m 
sorbed  about  half  of  worldwide  prodi  k 
tion.  Asians  buy  gold  to  hedge  agair  u 
local  currencies  and  political  uncerta  p 
ties.  Mainland  China,  in  particular,  h  j 
been  amassing  gold  with  its  increasiilv 
wealth,  purchasing  an  estimated  4  trg 
tons  last  year,  according  to  Ga:  so 
Cheung,  executive  director  of  the  Hoi  a 
Kong-based  Sun  Hung  Kai  Forex  ai  ig 
Bullion  Co.  Japanese  gold  purchasw 
have  been  declining  for  years  along  wi  I 
its  price,  but  that  could  change.  In  yoj 
terms,  gold  has  never  been  cheaper.  jr 
Long  accustomed  to  bear-market  co  > 
ditions,  gold  producers  are  not  ymt 
counting  their  profits.  The  recent  mo\jr 
is  "very  encouraging,"  says  Timothy  | 
Haddon,  president  and  CEO  of  Ams 
Gold  Inc.,  "but  it's  not  a  major  event  lc 
To  move  into  high  gea  i 
says  Haddon,  gol 
would  have  to  move  u 
beyond  $400  an  ounc^ 
So  if  George  Soros 
betting  on  $400  gol( 
the  superinvestor  mal. 
wind  up  being  sadly  di.|j 
appointed. 

By  Jeffrey  M.  Lade 
man  in  New  York,  wity 
Sandra  D.  Atchison 
Denver  and  burea 
re  parts 
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VEET  MUSIC— AND 
■TURNS— FROM 
'BLIND  POOL' 


Blind  pools"  have  a  lousy  repu- 
tation in  the  investing  world. 
They  are  formed  to  merge  or 
uire  an  operating  company  with, 
posedly,  great  growth  potential.  All 
often,  blind  pools  wind  up  as  a 
it  for  stock  manipulation  schemes. 
,  in  the  hands  of  a  smart,  reputable 
cutive,  a  blind  pool  can  offer  daz- 
g  prospects.  So  it  is  with  the  $7 
lion  investors  sank  into  RCL  Acquisi- 
i  Corp.  when  it  went  public  in  July, 
2.  Those  investors  may  have  hitched 
ir  cash  to  a  potential  bright  star. 
CL  has  attracted  some  big,  savvy  in- 
tors  because  of  the  seed-money  or- 
lizers  behind  it,  including  RCL  Presi- 
it  H.  Sean  Mathis,  former  president 
\meriscribe,  a  major  financial  print- 
and  Mark  Friedman,  rcl's  vice- 
sident  and  a  partner  at  the  presti- 
us  law  firm  Shea  &  Gould, 
n  February,  RCL  discovered  an  ideal 
get — HRM  Holdings,  whose  Haup- 
je  Record  Manufacturing  unit,  a  ma- 
maker  and  duplicator  of  audio  and 
eocassette  tapes  for  music  and  en- 
tainment  companies.  HRM  posted 
enues  of  $40  million  and  profits  of 

I  million  in  fiscal  1992,  ending  last 
y  31.  RCL  and  HRM  have  agreed  to 
rge  in  a  deal  that  should  be  complet- 
sometime  over  the  next  two  months. 
:e  merged,  the  company  will  become 
G  Digital  Technologies. 
UN-burner.  RCL's  stock  has  held  up 

II  but  has  been  no  barn-burner,  ris- 
from  4V'2  a  share  in  late  October  to 

irly  6.  But  some  pros,  who  believe  a 
move  may  lie  ahead,  see  tremen- 
is  earnings  growth  from  RCL-HRM's 
ire  of  the  recorded-music  market. 
jL's  stock  represents  an  opportunity 
get  into  the  ground  floor  of  the 
)ming  recorded-music  business," 
rs  one  money  manager, 
^he  big  kicker  to  earnings  is  an  im- 
lding  deal  by  RCL-HRM  to  acquire  a 
npact-disk-duplication  facility  in  the 
ithwest  with  annual  sales  of  $30 
lion.  Analysts  project  that  the  com- 
ly's  CD  sales  should  increase  50%  by 
•5. 

Analyst  Tom  Heysek  at  ras  Securi- 
5  estimates  that  the  combined  RCL- 
M  should  earn  41$  a  share  on  reve- 
ss  of  $53  million  in  the  year  ending 
y  31,  1993,  and  66$  on  revenues  of 


RCL  ACQUISITION: 
READY  TO  TAKE  OFF? 
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$85.5  million  in  1994.  By  1995,  the  CD 
plant's  sales  should  kick  in,  says  Hey- 
sek, who  sees  RCLHRM's  earnings  ris- 
ing to  95$  a  share  that  year.  Heysek 
expects  shares  of  RCL  to  at  least  double 
in  the  next  12  months. 


GIVE  ME 
LIBERTY 


To  veteran  technical  analyst  Andy 
Addison,  the  stock  market  has 
turned  treacherous  for  the  near 
term.  "The  market's  important  techni- 
cal indicators  have  deteriorated  sub- 
stantially," he  warns.  His  "over- 
bought/oversold indicator,"  for  one, 
registered  a  sell  signal  recently. 

But  for  all  his  bearishness,  the  editor 
and  publisher  of  The  Addison  Report 
newsletter  is  high  on  one  stock:  Liber- 
ty, a  holding  company  that  owns  Liber- 
ty Life  Insurance  as  well  as  Cosmos 
Broadcasting,  which  operates  seven 
television  stations  located  mainly  in  the 
South.  Liberty's  stock  has  been  hitting 
new  highs,  at  33%  a  share,  up  from  24 
in  mid-November,  and  Addison  believes 
the  stock  is  on  its  way  to  the  40s. 

It  just  may  reach  that  level  pretty 
fast.  Whispers  are  that  Liberty  Presi- 
dent and  CEO  W.  Hayne  Hipp,  whose 
family  controls  47%  of  the  company's 
outstanding  shares,  plans  to  sell  the 
Cosmos  Broadcasting  subsidiary,  esti- 
mated by  some  analysts  to  be  worth 
$15.50  per  Liberty  share.  Hipp  denies 
that  the  Cosmos  stake  is  for  sale.  Still, 
investors  are  paying  only  $18  a  share 
for  the  life  insurance  operations,  or 
seven  times  estimated  1993  earnings. 

Veteran  insurance  analyst  Myron  Pi- 
coult  at  Oppenheimer  &  Co.,  who  is 


also  high  on  Liberty,  figures  the  com- 
pany will  earn  $2.55  a  share  this  year 
and  $2.95  in  1994,  vs.  1992's  $2.25.  Says 
Picoult:  "Our  enthusiasm  is  buttressed 
by  the  belief  that  life  insurance  equi- 
ties could  be  in  for  a  period  of  upward 
revaluation,  especially  for  companies 
like  Liberty  that  have  exceptional  re- 
gional recognition." 


A  GUSHER 
IN  RUSSIA? 


The  decline  in  oil  production  in 
Russia  has  been  powering  the  as- 
cent of  the  stock  of  a  small  Cana- 
dian-based company,  Beta  Well  Ser- 
vice, a  provider  of  comprehensive  oil 
and  gas  services.  Beta's  shares  have 
spurted  from  11  Vi  a  share  in  early  Feb- 
ruary to  247s  by  Apr.  28.  In  view  of 
that  big  move,  it  might  seem  at  first 
blush  that  Beta  has  hit  its  peak.  Bulls 
on  Beta  insist,  however,  that  the  stock 
is  destined  to  go  even  higher,  perhaps 
to  40  in  12  months. 

What's  the  scoop?  The  long  neglect 
of  oil  wells  in  Russia  has  been  a  bless- 
ing to  Beta  Well,  insists  Bill  Block, 
who  heads  a  research  group  at  Green- 
way  Capital  in  New  York.  Beta  has 
been  providing  services  to  Canadian  oil 
companies  and,  starting  last  May,  to 
Russia,  where  it  now  operates  six  rigs. 
Four  more  rigs  are  scheduled  to  be  in 
operation  in  Russia  by  next  May. 
Through  a  75%-owned  subsidiary,  Beta 
has  won  a  contract  to  service  268  wells 
in  Western  Siberia.  Beta  President  and 
CEO  William  Gordica  announced  on 
Mar.  15  that  he  signed  two  more  con- 
tracts to  service  an  additional  654  oil 
and  gas  wells,  also  in  Siberia. 

"The  financial  implications  for  Beta 
are  significant,"  says  analyst  Pete  Cas- 
tellanos  at  Prudential  Securities.  He 
counts  about  29,000  abandoned  oil 
wells  in  Siberia,  and  "Beta  has  just 
scratched  the  surface  of  this  opportuni- 
ty," he  says. 

Andrew  Racz,  director  of  research  at 
the  New  York  securities  firm  A.  J.  Mi- 
chaels says  Beta  is  considering  other 
options  in  Russia,  including  setting  up 
an  oil-equipment-manufacturing  plant 
and  a  joint  venture  to  trade  oil  as  well 
as  develop  existing  oil  reserves  in  that 
nation.  Beta's  revenues  and  earnings 
from  its  Russian  operations  surged  in 
the  first  quarter,  and  Racz  figures 
Beta  could  earn  $3  a  share  in  the  year 
ending  Sept.  30,  1993,  vs.  14$  in  1992, 
and  $5  to  $7  in  1994,  when  Beta  is 
expected  to  have  15  rigs  operating  in 
Russia. 
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BENEFITS  I 


IBM  HAS  A  NEW  PRODUCT: 
EMPLOYEE  BENEFITS 


Its  Workforce  Solutions  spin-off  could  make  human  resources  pay 


One  evening  in  1991,  Walton  E. 
Burdick,  IBM  senior  vice-presi- 
dent for  personnel,  was  sitting 
around  with  a  group  of  fellow  managers 
at  the  company's  Armonk  (N.Y.)  head- 
quarters, when  the  discussion  turned  to 
a  pressing  issue:  how  to  cut  Big  Blue's 
annual  $1  billion-plus  benefits  costs  for 
its  158,000  domestic  employees.  With 
health-care  costs  soaring,  the  problem 
had  become  a  familiar  one  to  compa- 
nies. But  out  of  that  session  IBM 
came  up  with  a  radical  solution: 
It  decided  to  spin  off  its  huge 
human  resources  operation 
into  a  separate  company 
called  Workforce  Solu- 
tions, which  is  now 
saving  IBM  millions  of 
dollars  annually.  Says 
Burdick:   "In  retro- 
spect, what  we  did 
seems  so  simple." 

Many  corporations 
are  finding  they  can 
cut  overhead  and  de- 
liver better  services  to 
employees  by  getting 
out  of  the  benefits 
business— and  handing 
it  over  to  consultants 
instead.  IBM  did  them 
one  better.  While  other 
businesses  let  outsid- 
ers take  over  key  hu- 
man resource  areas  such  as  401(k)  retire- 
ment plans,  IBM  in  1992  set  up 
Workforce  Solutions  to  handle  every- 
thing. And  if  all  goes  well,  it  will  soon 
be  a  profit  center  in  its  own  right. 
SINK  OR  SWIM.  In  setting  up  Workforce 
Solutions,  IBM  is  forcing  its  former  ben- 
efits staff  to  be  more  entrepreneurial. 
The  new  outfit  still  provides  all  human 
resources  support  to  IBM's  13  business 
units,  but  Workforce  Solutions  can  tailor 
its  services  to  the  units'  differing  needs. 
Workforce  has  eight  specialty  areas- 
ranging  from  occupational  health  and 
safety  to  career  development.  They  al- 
low an  IBM  unit  to  choose,  say,  addition- 
al support  for  overseas  assignments  or 
to  put  emphasis  on  building  a  diverse 
work  force.  Customizing  benefits  is  a 
radical  departure  from  the  one-size-fits- 


all  mentality  that  long  prevailed  at  IBM. 
"What  IBM  is  doing  makes  a  whole  lot  of 
sense,"  says  Lance  Tane,  a  partner  at 
benefits  consultants  Kwasha  Lipton.  "Too 
often,  line  operations  have  been  hostage 
to  their  internal  benefits  department." 

The  changeover  to  Workforce  Solu- 
tions is  saving  IBM  about  $45  million  an- 
nually, in  the  form  of  reduced  staffing, 
consolidation  of  offices,  and  new 
technology  such  as  automated  tele- 
phones. But  rethinking  the 


choose  whatever  benefits  company  t 
want.  "Our  focus  is  that  everybody 
Workforce  has  to  get  those  custom 
back,"  says  Workforce  President  ) 
liam  J.  Colucci. 

GTE  Corp.'s  J.  Randall  MacDon 
vice-president  for  employee  relatk 
wonders  how  Workforce  Solutions 
distinguish  itself  from  other  benefits 
sultants.  But  Workforce  is  already  try 
to  forge  an  identity,  picking  up  accou 
outside  Big  Blue.  Last  year,  for  exam 
Workforce  signed  up  the  National  G 
graphic  Society.  IBM's  reputation  for 
cellence  and  generosity  in  the  bene 
area  is  what  appealed  to  Donna  E 
slinger,  vice-president  for  member 
vices  at  National  Geographic.  The 
ganization  wanted  to  cut  by  50% 
number  of  staff  providing  subscript 
and  circulation  services  to  society  mt 
bers.  It  turned  to  Workforce  Solution 
no  stranger  to  downsizing— to  help 
vise  a  voluntary  layoff  plan.  "They  ha< 


HOW  WORKFORCE  SOLUTIONS 
IS  EARNING  ITS  INDEPENDENCE 


!n  May,  1992,  IBM  spins  off  its 
human  resources  and  benefits 
operation  into  a  stand-alone 
company,  Workforce  Solutions. 

The  spin-off  begins  providing 
customized  services  to  each  of 
IBM's  13  independent  units. 
Before,  IBM  took  a  one-size-fits-al 
approach  to  benefits. 
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New  software  and  technology 
streamline  paperwork  and 
increase  productivity.  The  overall 
human  resources  staff  shrinks  by 
about  a  third,  to  1,500  employees. 


way  it  delivers  benefits  has  also  fos- 
tered changes  in  IBM's  medical  plan.  The 
company's  coverage  is  still  among  the 
most  generous  of  large  corporations.  But 
IBM  is  increasingly  using  managed  care 
and  imposing  an  annual  $40-a-head  de- 
ductible for  the  dental  plan.  All  told, 
such  changes  cut  $155  million  from  IBM's 
health-care  tab  in  1992  and  shaved  the 
company's  per  capita  costs  from  about 
$4,200  to  $3,900. 

IBM  employees  haven't  noticed  any 
big  changes,  which  is  what  IBM  intended. 
"I  would  say  service  is  a  little  better," 
says  a  worker,  adding  that  she  now  gets 
more  communications  about  benefits. 

IBM  is  helping  to  keep  Workforce  Solu- 
tions competitive,  it  gave  the  spin-off  a 
lock  on  IBM's  business— but  only  through 
this  year.  After  that,  IBM  units  can 


In  late  1992,  WFS  begins  hand- 
ling business  for  other  companies. 
For  example,  WFS  helps  National 
Geographic  Society  cut  its  400- 
employee  member-services 
department  in  half. 

Workforce  Solutions  helps  pare 
IBM's  overall  benefits  costs  by 
$45  million. 

Beginning  in  1994,  each  IBM  unit 
will  be  free  to  choose  its  own 
provider  of  benefits  and  human 
resource  functions.  WFS  will  have 
to  survive  on  its  own. 


and 


lot  of  hands-on  experience 
showed,"  says  Hasslinger. 

Workforce  Solutions'  early  success 
focusing  attention  on  the  whole  idea 
marketing  internal  operations  to  outsi 
ers.  "Frankly,  we're  very  interested 
IBM's  approach,"  says  Mary  Jorda 
American  Airlines  Inc.'s  vice-presidei 
for  personnel.  "There  are  many  thinj 
we  do  in  the  benefits  area  where  vi 
may  be  a  low-cost  provider." 

If  more  companies  begin  selling  the 
human  resource  services,  there  could  I 
revolutionary  changes  in  corporate  bet 
efits  departments.  Long  seen  as  drair 
on  the  bottom  line,  benefits  department 
could  become  profit  centers.  IBM,  whic 
hasn't  had  much  to  crow  about  of  lat< 
may  just  be  on  to  something 

By  Tim  Smart  in  Armonk,  N.  I 
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The  inspiration  for  our  new  Club  W>rld  seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  world's  favourite  airline 
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STRATEGIES  I 


TIME  WARNER'S 
TECHIE  AT  THE  TOP 


New  Chairman  Jerry  Levin  has  seen  the  future,  and  it's  multimedia 


thos 


H 


is  path  to  power  was  one  of  the 
most  Byzantine  in  the  annals  of 
Corporate  America.  Yet  Gerald 
M.  Levin  comes  off  more  as  a  scholar 
than  a  street  fighter.  In  style  and  sub- 
stance, the  new  chairman  of  Time  War- 
ner Inc.  couldn't  be  more  different  from 
his  late  predecessor,  Steven  J.  Ross. 
Ross  was  a  wily  and  gregarious  deal- 
maker  who  left  the  details  to  others. 
Levin  is  a  self-effacing  intellectual  who 
spends  hours  learning  about  new  tech- 
nology such  as  fiber  optics. 

Four  months  after  Ross's  death  from 
cancer,  Jerry  Levin's  techie  bent  is 
transforming  Time  Warner.  When  Ross 
engineered  the  merger  of  Time  Inc.  and 
Warner  Communications  Inc.  in  1989,  he 
wanted  to  create  a  global  media  colos- 
sus. But  the  53-year-old  Levin  has 
shelved  Ross's  rhetoric  about  worldwide 
clout  in  favor  of  concentrating  on  tech- 
nology's role.  "We  have  to  nurture  art- 
ists and  journalists,"  says  Levin  in  a 
rare  interview.  "But  we  also  have  to  be 
intimately  familiar  with  the  technology 
that  gets  us  to  consumers." 

Time  Warner  executives  insist  Levin's 
vision  is  no  different  than  Ross's.  But 
there's  no  doubt  the  company  is  radical- 
ly shifting  its  emphasis.  Two  years  ago, 
Ross  and  Levin  were  traveling  the  world 
in  search  of  alliances  with  media  compa- 
nies to  help  them  break  into  markets 
in  Europe  and  Japan.  Now,  Levin  is 
pushing  for  an  alliance  with  U.  S.  West 
Inc.,  a  regional  Bell  telephone  company 
based  near  Denver.  He  spent  much  of 
last  year  unsuccessfully  pursuing  a  sim- 
ilar partnership  with  IBM  Corp. 
NEW  image.  Levin's  laser  focus  on  tech- 
nology is  buffing  the  image  of  a  compa- 
ny that  has  mostly  drawn  attention  in 
recent  years  for  the  paychecks  of  its 
top  executives  or  the  shenanigans  of 
stars  such  as  Madonna.  Nowadays,  in- 
vestors are  more  interested  in  Time 
Warner's  gigahertz  cable  systems  than 
its  provocative  lyrics  or  compensation 
packages.  "Times  change.  This  is  a  very 
different  company  than  it  was  after  the 
merger,"  says  Francis  T.  "Fay"  Vincent 
Jr.,  the  former  commissioner  of  Major 
League  Baseball,  whom  Levin  recently 


nominated  to  Time  Warner's  board. 

To  a  certain  extent,  Time  Warner  is 
simply  responding  to  a  communications 
revolution  set  off  by  digital  technology. 
In  1989,  few  observers  would  have  pre- 
dicted that  the  media,  computer,  and 
telecommunications  businesses  would 
converge  within  a  decade.  Levin  says 
he  saw  it  coming,  and  he  has  been 
working  feverishly  to  prepare  Time 
Warner.  Given  his  career  path,  that's  a 
credible  claim:  Levin  first  made  a  name 
for  himself  at  Time  Inc.  in  1975,  when 
he  persuaded  his  bosses  to  put  Home 
Box  Office  on  a  satellite.  Overnight,  HBO 
became  a  national  network  and  trans- 
formed cable  television. 

Today,  Levin  thinks  the  future  isn't 
aloft  but  underground,  where  cable 
wires  have  snaked  into  more  than  60 
million  U.  S.  homes.  Digital  compression 
now  enables  these  wires  to 
carry  vastly  more  program- 
ming and  information.  Add 
a  few  high-tech  gadgets,  and 
subscribers  can  send  signals 
back  up  the  line.  Suddenly, 
cable  TV  becomes  a  conduit 
for  a  dizzying  array  of  ser- 
vices: news  and  entertain- 
ment, home  shopping  and 
banking,  interactive  video 
games,  even  telephone  ser- 
vice. Not  surprisingly, 
everyone  from  Apple  Com- 
puter Inc.'s  John  Sculley  to 
Microsoft  Corp.'s  Bill  Gates 
wants  in  on  this  game. 

But  Levin  is  convinced 
that  Time  Warner  is  unique- 
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ly  positioned  to  become  a  dominant  pi; F 
er  in  multimedia.  From  Batman  to  B 
barians  at  the  Gate  to  Money  magazine- 
has  the  words  and  pictures  to  fill  t 
electronic  pipeline.  It  also  has  a  caf1 
network  with  7.1  million  subscribe 
"It's  our  manifest  destiny,  because 
brings  together  all  the  parts  of  our  co 
pany,"  he  says. 

But  Levin's  strategy  carries  enormo 
risks,  not  least  its  huge  price  tag.  Exi 
utives  at  Time  Warner  estimate  it  w  1,16 
cost  up  to  $4  billion  to  upgrade  its  cal 
systems  to  offer  these  multimedia  s( " 
vices.  And  the  company  must  make  tl e 
investment  at  the  very  moment  th 
the  Federal  Communications  Comm 
sion  is  rolling  back  rates  for  cable  tele 
sion,  historically  one  of  Time  Warneif 
most  reliable  money  spinners. 

What's  more,  Levin  must  persuai 


LINKING  UP  WITH  LEVIN 


To  Iceep  Time  Warner  at  the  forefront  of  multimedia,  I 
Gerald  Levin  is  spinning  a  web  of  ties  with  high-tech  ] 
and  telecommunications  companies 


TOSHIBA 


Bidding  to  supply  advanced 
cable  converter  boxes  to 
Time  Warner's  Orlando  cable 
system;  already  owns  a  6.25% 
stake  in  the  company's 
cable  and  film 
properties 


SILICON  GRAPHICS,  3DO 

Both  are  developing  technology 
that  could  be  used  to  make 
interactive  video  games 
or  cable  converter 
boxes 
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otoriously  independent  operating 
tives  that  multimedia  is  a  business 
i  pursuing.  For  its  movie  and  music 
3-ns,  where  multimedia  applications 
isy  to  see,  Levin  hasn't  had  a  hard 
3ut  the  publishing  company  is  still 
g  about  for  ways  to  squeeze  Time 
zine  onto  Levin's  electronic  super- 
ray  (page  62).  "I'm  not  at  all  pre- 

to  say  that  this  is  the  wave  of 
iture,"  says  Reginald  K.  Brack  Jr., 
nan  and  CEO  of  Time  Inc. 
vm  is  an  improbable  evangelist, 
ds  and  colleagues  marvel  at  his 
il  discipline  and  brutal  hours.  But 
those  who  know  him  well  say  he 
ns  a  solitary  figure  in  a  business 
:ated  by  relationships.  One  rival 
i  executive  points  out  that  Levin 
iasn't  named  a  chief  operating  offi- 
»  help  him  press  his  strategy.  After 
fell  ill  in  November,  1991,  and  co- 
Jicholas  J.  Nicholas  Jr.  was  ousted 

months  later,  Levin  left  their  spa- 
offices  empty.  Now  he  is  virtually 
on  the  29th  floor  of  Time  Warner's 
attan  headquarters. 
NG  ALLIES.  But  if  Levin  prefers  to 

alone  at  the  office,  he  knows  he 
3  seek  alliances  outside.  That's  be- 

Time  Warner  needs  both  hard- 
and  technical  expertise  to  compete 
iltimedia.  So  Levin  is  forging  a  lat- 
ork  of  ties  with  computer  and  tele- 
lunications  companies  (chart).  Most 


of  the  deals  are  much 
smaller  than  the  proposed 
U.S.  West  linkup.  Time 
Warner,  for  example,  has 
given  $5  million  to  Trip 
Hawkins,  whose  Silicon 
Valley  firm,  3D0,  is  de- 
veloping technology  for  a 
machine  that  could  dou- 
ble as  a  video  game  play- 
er and  an  advanced  cable 
converter  box. 

Levin's  immediate  goal 
is  to  assemble  technolo- 
gy to  build  the  world's 
first  fully  interactive  ca- 
ble system  in  Orlando.  By  1994,  he 
hopes  to  offer  4,000  cable  customers 
home  shopping,  video  games,  and  movies 
all  at  the  push  of  a  button.  To  build  the 
system  and  lay  fiber-optic  cable  in  the 
rest  of  its  systems,  Time  Warner  is  hik- 
ing its  1993  cable  capital  expenditures  by 
$100  million,  to  $400  million. 

Alliances  between  media  and  tech 
companies  have  a  checkered  history. 
Japan's  Sony  Corp.  and  Matsushita  Elec- 
tric Industrial  Co.  paid  top  dollar  for 
film  studios  in  the  late  1980s  to  get  en- 
tertainment programming  for  their  ad- 
vanced TV  sets  and  other  electronics 
products.  But  both  companies  have 
struggled  with  the  idiosyncrasies  of  Hoi- 


LEVIN'S  LASER 
FOCUS  ON 
TECHNOLOGY  IS 
IMPROVING  THE 
COMPANY'S 
IMAGE 


SEGA  OF  AMERICA 

Teaming  up  with  Time  Warner 
and  Tele-Communications  to 
start  a  cable  network  that 
offers  interactive 
video  games 


Supplying  Time  Warner 
with  a  high-speed 
digital  switch 
to  route  pro- 


lywood.  And  some  ob- 
servers argue  that  the 
technology  side  of  these 
companies  can  lead  the 
entertainment  side  a- 
stray.  Sony  Music  Enter- 
tainment, for  example, 
must  put  its  artists  on 
Sony's  new  MiniDisc 
product  regardless  of 
how  successful  that  for- 
mat turns  out  to  be  with 
consumers.  "They're  still 
on  the  wrong  end"  of  the 
equation,  says  Robert  J. 
Morgado,  chairman  of 
Warner  Music  Group. 

Time  Warner  decided  what  it  wanted 
to  offer  its  Orlando  customers  before 
talking  to  technology  companies.  And 
when  it  did,  it  cast  a  wide  net:  AT&T, 
Scientific-Atlanta,  Silicon  Graphics,  Sun 
Microsystems,  and  Hewlett-Packard,  to 
name  a  few.  "Nobody  out  there  is  smart 
enough  to  know  who  the  winners  and 
losers  are  going  to  be,"  says  Steven 
Rattner,  a  general  partner  at  Lazard 
Freres  &  Co.  "Companies  should  abso- 
lutely hedge  their  bets." 

FINANCIAL  PRESSURES.  But  some  critics 

say  Levin's  strategy  has  some  major 
weaknesses.  For  one  thing,  Time  War- 
ner still  shoulders  $10;1  billion  in  deb" 
from  the  merger.  As  a  result,  the  com- 
pany's biggest  deals  are  still  driven  by 
financial  pressures  as  well  as  strategic 
opportunities.  Take  Toshiba  Corp.  In 
late  1991,  Time  Warner  sold  the  Japa- 
nese computer  giant  a  6.25%  stake 
in  its  Warner  Brothers  studio,  cable 
company,  and  HBO  for  $500  million— 
and  sold  another  6.25%  stake  to 
Japanese  trading  firm  Itochu.  The 
company  used  the  $1  billion  to  re- 
duce some  of  the  debt. 
Time  Warner  says  Toshiba  could 
help  it  build  the  first  interactive  cable 
network  in  Japan,  as  well  as  keep  it 
abreast  of  technological  developments. 
But  executives  familiar  with  the  compa- 
ny say  Time  Warner  could  have  got- 
ten those  benefits  through  a  con- 
ventional vendor  relationship. 
Indeed,  Toshiba  says  the  first 
year  of  its  partnership  with 
Time  Warner  was  primari- 
ly an  educational  experi- 
ence. "The  strategic  alli- 
ances    are     a  debt 


gramming  to 
individual 
subscribers 


May  buy  a  $2  billion  equity 
stake  in  Time  Warner  and 
could  help  it  operate  a 
telephone  network 
on  cable 


reduction  strategy  mas- 
querading as  a  technology 
strategy,"  says  one  media 
executive  familiar  with  the 
company. 

True,  Levin  is  taking  steps 
to  reduce  the  specter  of  debt. 
Ross  contended  that  cash  from  strate- 
gic partners  would  be  enough  to  pay 
down  the  debt.  But  Levin  is  biting  the 
bullet  with  more  conventional  refinanc- 
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ing,  swapping  Time  Warner's  preferred 
equity  for  cheaper  long-term  debt.  This 
has  reduced  the  company's  debt  service 
and  pushed  its  maturities  out  a  decade 
or  more.  Media  analysts  say  that  Time 
Warner's  balance  sheet  doesn't  look 
much  different  from  other  cable  giants, 
such  as  Tele-Communications  Inc.,  which 
loaded  on  debt  to  finance  enormous  ex- 
pansion during  the  1980s. 

Levin  is  even  open  to  raising  cash  by 
selling  off  or  otherwise  changing  Time 
Warner's  minority  stakes  in  companies 
such  as  Turner  Broadcasting  System 
Inc.  In  recent  talks  with  TBS  Chairman 
Ted  Turner,  for  example,  Time  Warner 
expressed  interest  in  buying  Turner's 
entertainment  networks  while  selling 
out  its  interest  in  Cable  News  Network. 
Owning  100%  of  some  of  Turner's  as- 
sets rather  than  20.6%  of  the  whole  com- 
pany would  improve  Time  Warner's  bal- 
ance sheet,  since  the  cash  flow  from 
these  assets  would  show  up  on  the  com- 
pany's income  statement. 
A  BETTER  FIT.  Some  observers  say  the 
Turner  talks  point  up  Levin's  character- 
istic pragmatism.  As  a  top  Time  execu- 
tive. Levin  championed  buying  50%  of 
CNN  when  Turner  offered  it  to  the  com- 
pany in  1985.  Nicholas,  who  then  headed 
Time's  video  group,  vetoed  the  deal. 
Now  Levin  seems  to  be  forsaking  CNN  in 
favor  of  the  Cartoon  Network  or  TNT. 
Executives  familiar  with  the  company 
say  Levin  recognizes  that  these  net- 
works are  a  better  fit  with  properties 
such  as  Warner  Brothers  and  HBO,  al- 
though others  profess  shock  at  his  will- 
ingness to  abandon  his  passion  for  CNN. 

Levin's  pragmatism  is  invaluable  in 
cultivating  new  relationships  in  the  fast- 
changing  world  of  technology.  The  IBM 
talks  are  a  good  example.  According  to 
IBM  insiders,  the  two  companies  spent 
months  planning  a  joint  venture  called 
Gemini,  which  would  have  drawn  on 


FILLING  THE  PIPELINE 

Time  Warner  could  use  the  Orlando  cable 
system  to  push  a  variety  of  products: 


VIDEO  ON  DEMAND 


Warner  Brothers  films  such  as  this  summer's 
Dennis  the  Menace  or  Home  Box  Office  pro- 
ductions such  as  Barbarians  at  the  Gate 


OTHER  ENTERTAINMENT 


Samples  of  music  or  interviews  with  Warner 
Music  artists  such  as  En  Vogue 


INFORMATION 


How-to  tips  from  Time-Life  Books,  financial  ad- 
vice from  Money  magazine,  home  improve- 
ment ideas  from  Martha  Stewart  Living 

DATA:  COMPANY  REPORTS 

Time  Warner's  software  and  IBM's  ex- 
pertise in  switches  and  the  video  servers 
that  store  vast  amounts  of  data  in  digital 
form.  The  computer  giant  would  have 
anted  up  $500  million  for  a  stake  in 
Time  Warner's  entertainment  assets. 
But  after  several  meetings  with  former 
CEO  John  F.  Akers,  Levin  realized  IBM's 
interest  was  waning  as  it  became  con- 
sumed by  its  own  problems. 

So  Levin  turned  his  sights  to  a  tele- 
phone company.  And  in  short  order,  he 


was  in  talks  with  U 
West.  Analysts  say  such  an  alliail 
would  make  strategic  as  well  as  finaniti 
sense,  since  Time  Warner  is  anxiouspi 
offer  some  form  of  phone  service  ft 
cable.  To  be  a  contender  in  the  $80  li- 
lion  local  phone  business,  Levin  will  nA 
switching  capacity  far  more  compk 
than  anything  he  has  ever  dealt  with 

U.  S.  West  has  the  knowhow  and  sk\ 
vice  to  operate  such  a  system  for  Tip 
Warner.  Bankers  familiar  with  the  cok 


THE  PAPERLESS  MAGAZINE? 
WELL.  NOT  YET 


Forgive  the  folks  at  Time  Warner 
Inc.'s  publishing  company  if  they 
seem  nonplussed  by  all  the  talk 
about  electronic  superhighways.  It's  not 
that  the  print  types  doubt  that  a  revolu- 
tion is  on  the  way:  Time  magazine  devot- 
ed a  recent  cover  story  to  the  subject. 
They're  just  not  sure  what  firepower  they 
bring  to  Gerald  M.  Levin's  high-tech  cam- 
paign. "There  are  no  obvious  answers  or 
immediate  directions  to  go  in,"  says  John 
Papanek,  who  was  just  named  editor-in- 
chief  of  Time  Life  Inc. 

Papanek  should  know.  Until  recently, 
his  job  was  to  find  ways  to  channel 
Time's  magazines  into  the  parent  compa- 
ny's multimedia  pipeline.  After  a  year  of 
research,  though,  he  came  up  with  few 
proposals  with  any  real  revenue  potential. 
Feeling  stymied,  Papanek  asked  to  be 
moved  to  Time  Life.  The  children's  and 
educational  books  published  by  that  divi- 
sion have  more  obvious  multimedia  ap- 
plications. Papanek,  who  used  to  edit 
Sports  Illustrated,  believes  magazines  will 
someday  be  delivered  in  electronic  form. 
He's  just  not  sure  when  or  how. 


That's  a  common  refrain  amor 
lishers  and  editors  at  Time  Inc. 
man  Reginald  K.  Brack  Jr.  has 
Papanek's  portfolio  to  another  senk 
utive,  Kelso  F.  Sutton.  But  he 
underwhelmed  by  current  mult 
uses  for  magazines:  "The  ones  I\ 
so  far  seem  kind  of  awkward,"  sa; 
ton.  "Our  task  is  to  figure  out  i 
bring  these  ideas  to  life." 
the  next  step.  For  the  most  part, 
efforts  have  been  limited  to  CD-RO: 
nology.  Working  with  sister  co 
Warner  New  Media,  Time  recen 
leased  a  video  version  of  Clinton:  H 
trait  of  Victory  on  CD-ROM.  Th(l: 
contains  pictures  taken  by  Time  php? 
pher  P.  F.  Bentley  during  the  can  j 
The  disk,  which  sells  for  $29.95  a  e 
puter  stores,  adds  music  and  some  j 
It  can  be  played  on  an  IBM  or  Mai^ 
computer.  Time  also  has  product 
ROM  products  based  on  reporting): 
Time  and  Sports  Illustrated. 

The  next  step  is  to  figure  out  lfy 
deliver  magazines  via  cable.  Noboi, 
lieves  viewers  want  to  read  Pec\. 
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y  say  the  deal,  the  details  of  which 
still  being  worked  out,  has  more 
n  a  50%  chance  of  going  through.  In 
jrn  for  access  to  Time  Warner's  en- 
ainment  properties,  U.  S.  West  would 
est  $1.5  billion  to  $2  billion  for  an 
ity  stake. 

mebodies.  Levin  also  established  a 
itionship  with  AT&T  by  giving  it  the 
tract  for  a  high-speed  switch  for  the 
ando  system.  Because  of  the  huge 
5  of  upgrading  systems,  most  observ- 

think  cable  companies  and  phone 
lpanies  will  end  up  cooperating  to 
t  video  and  voice  services  over  the 
le  fiber-optic  network. 
>evin's  flexibility  may  be  tested  fur- 
•  when  the  Orlando  system  is  up  and 
ning.  He  is  sanguine  that  subscribers 

want  a  panoply  of  multimedia  ser- 
»s.  But  some  media  experts  wonder 
ither  Time  Warner  is  overestimat- 

the  market.  Archrival  TCI,  for  ex- 
)le,  plans  to  spend  $2  billion  to  equip 
>  of  its  cable  network  with  fiber-optic 
e  and  compression  technology.  But 
3  holding  off  on  some  of  the  more 
tic  switching  devices  and  video  stor- 

facilities  that  Time  Warner  is  in- 
ling  in  Orlando.  Why?  TCI  isn't  sure 
r  many  interactive  services  customers 
lly  want.  Time  Warner  is  "assuming 
t  people  are  never  going  to  want  to 
re  their  homes  again,"  says  Denise 
uso,  editor  of  Digital  Media. 


However  large  a  busi- 
ness multimedia  becomes, 
Levin  can't  afford  to  for- 
get he  is  still  running  a 
complex  and  diffuse  me- 
dia empire.  Time  Warn- 
er's businesses  are  hum- 
ming nicely:  Its  cash  flow 
jumped  12%  in  the  first 
quarter  of  1993,  to  $630 
million,  on  revenues  of 
$3.3  billion.  (After  paying 
dividends  on  its  preferred 
stock,  it  lost  $124  million.) 
For  the  year,  Time  Warn- 
er's operating  income 
could  rise  6.5%  to  $2.7  billion,  on  sales  of 
$13.9  billion,  says  Christopher  Dixon,  a 
Paine  Webber  Inc.  media  analyst. 

But  Levin  hasn't  finished  the  ardu- 
ous task  of  melding  the  disparate  cul- 
tures of  Time  and  Warner.  At  the  mo- 
ment, for  example,  he  is  mediating  a 
low-grade  feud  between  Warner  Broth- 
ers Chairman  Robert  A.  Daly  and  HBO 
Chairman  Michael  J.  Fuchs  over  the 
Hollywood  studio's  free-spending  ways. 
With  Time  Warner  making  the  digital 
highway  the  focus  of  its  strategy,  some 
outsiders  think  the  company  needs  to 
be  harmonized.  "He  has  to  get  all  the  di- 
visions marching  to  the  same  drummer," 
says  Frank  J.  Biondi  Jr.,  CEO  of  Viacom 
Inc.  and  an  old  colleague  of  Levin's. 

Strengthening  his  senior  management 


JOME  MEDIA 
EXPERTS  WONDER 
WHETHER  TIME 
WARNER  IS 
OVERESTIMATING 
MULTIMEDIA 


team  would  help  matters. 
Some  observers  think 
Levin  should  name  a 
chief  operating  officer, 
who  could  advise  him  on 
thomy  issues  such  as  last 
year's  censorship  contro- 
versy over  rap  musician 
Ice-T  or  the  more  recent 
flap  with  Walt  Disney 
Co.  over  an  ad  campaign 
for  Time  Warner's  Six 
Flags  theme  park  chain. 
But  executives  close  to 
Levin  say  he  doesn't 
want  such  help  because 
he  buys  Ross's  philosophy  that  it's  bet- 
ter to  have  strong  operating  executives 
with  plenty  of  autonomy.  Even  if  Levin 
did  name  a  COO,  some  observers  doubt 
he  could  elevate  one  of  the  company's 
five  operating  chiefs  without  alienating 
the  other  four. 

So  for  now,  Time  Warner  must  rally 
around  its  soft-spoken  chairman.  Share- 
holders are  certainly  applauding  his  vi- 
sion: Time  Warner's  stock  has  risen  30% 
since  Levin  took  the  helm.  Now,  if  he 
can  marshal  the  company's  resources 
behind  his  high-tech  blueprint,  Levin 
will  put  his  indelible  stamp  on  the  em- 
pire that  Steve  Ross  created. 

By  Mark  handler,  with  Bart  Ziegler 
in  New  York,  Ranald  Graver  in  Los  An- 
geles, and  bureau  reports 


on  a  TV  screen.  But 
thinks  some  of  the 
es'  service  features 
reformatted  and  of- 
viewers:  As  exam- 
cites  recipes  from 
Living,  financial  ad- 
m  Money,  or  home 
ment  tips  from  Mar- 
iart  Living. 
e  meantime,  Brack 
)  further  expand  his 
oducts  into  conven- 
J.  Several  Time  cor- 
ents  have  lugged 
i  cameras  to  inter- 
ith  notables  such  as 
n  President  Hosni 
The  footage  later 
l  such  programs  as 
htly  News  and  the  MacNeil/Leh- 
sHour.  Brack  values  this  mostly 
promotional  value  it  offers  the 
ss,  since  it  brings  in  relatively  lit- 
e  way  of  revenue.  The  journalists 
irally  receptive  as  well.  But  Time 
ig  Editor  James  R.  Gaines 
want  such  experiments  to  be- 
trusive:  "The  day  our  journalists 
nking  about  multimedia  or  syner- 
ad  of  magazines,"  he  says,  "we're 
of  trouble." 

es,  Time  Inc.  has  its  hands  full 


just  competing  in  the  regular  magazine 
world.  Brack  stumbled  in  1991  when  he 
reorganized  Time's  sales  force  to  pro- 
mote the  entire  magazine  group  rather 
than  individual  Time  titles.  Some  media 
buyers  say  that  this  particularly  hurt 
magazines  such  as  Sports  Illustrated, 
whose  ad  revenues  dropped  10.7%  in  the 
first  quarter  of  1993,  according  to  the 
Publishers  Information  Bureau.  Brack 
has  since  restored  the  emphasis  on  ti- 
tles. He  acknowledges  that  ad  sales  are 
weak.  But  he  notes  that  strong  circula- 


tion gains  boosted  Time 
Inc.'s  overall  first-quarter 
income  by  27%. 

Gaines  is  also  struggling 
to  fix  Time.  The  flagship 
magazine  has  gotten  a  cool 
reception  from  Madison  Av- 
enue since  it  underwent  a 
controversial  redesign  last 
year.  And  rival  Newsweek 
has  made  gains  by  contrast- 
ing itself  with  Time's  some- 
what softer  image.  News- 
week's  ad  revenue  jumped 
15.4%  in  the  first  quarter  of 
1993,  while  Time's  slipped 
1.1%.  Now,  Gaines  is  tinker- 
ing with  the  redesign  by  re- 
storing a  more  conventional 
newsmagazine  tone  and  re- 
vamping The  Week,  a  collection  of  news 
briefs  at  the  front  of  the  magazine.  Says 
Gaines:  "I'd  like  to  make  it  less  of  a  rote 
summary." 

He  has  ample  motivation.  Time  staff- 
ers say  Levin  has  told  them  the  maga- 
zines have  a  place  at  Time  Warner— so 
long  as  they  remain  editorially  strong. 
Given  their  limited  potential  as  multi- 
media vehicles,  Time  Inc.  has  to  make 
sure  its  plain-vanilla  products  still  pack 
plenty  of  flavor. 

By  Mark  Landler  in  New  York 
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nformation  Processinj 


WORKSTATIONS  I 


A  SILICON 
GRAPHICS  VIDEO 
DISPLAY:  TIES  TO 
HOLLYWOOD 
ARE  KEY 


SILICON  GRAPHICS'  NEXT  STOP: 
THE  LIVING  ROOM 


It's  jockeying  to  be  a  prime  player  in  the  digital  media  market 


i 


f  1993  ended  tomorrow,  it  would  still 
go  down  as  a  blockbuster  year  at 
Silicon  Graphics  Inc.  In  late  Janu- 
ary, the  company  surprised  other  com- 
puter makers  with  new  machines  that  ri- 
val the  power  of  Cray  Research  Inc.'s 
supercomputers.  That  helped  push  its 
stock  to  an  all-time  high  of  33.  In  Febru- 
ary, the  company  leaped  into  the  me- 
dia spotlight  when  President  Bill  Clinton 
and  Vice-President  Al  Gore  used  a  visit 
to  its  Mountain  View  (Calif.)  headquar- 
ters to  kick  off  their  national  technology 
initiative.  And  the  company's  3-D  graph- 
ics workstations,  which  have  been  creat- 
ing movie  special  effects  since  The  Abyss 
in  1987,  played  a  key  role  in  creating 
Steven  Spielberg's  upcoming  Ju- 
rassic Park.  SGI  machines  will 
even  appear  in  scenes  of  the 
modern-day  dinosaur  tale. 

But  none  of  this  may  be  as 
important  as  what  Silicon 
Graphics  still  has  on  its  calen- 
dar. Before  the  year  is  out, 
Chairman  James  H.  Clark  and 
Chief  Executive  Edward  R. 
McCracken  expect  to  position 
SGI  squarely  in  the  middle  of 
what  could  prove  to  be  a  huge 
new  market.   As  computers, 
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communications,  consumer  electronics, 
and  digital  media  converge,  cable-TV  op- 
erators and  phone  companies  are  plan- 
ning information  superhighways  to  carry 
digitized  movies,  interactive  games,  vid- 
eo phone  calls,  and  on-line  shopping 
(page  68).  These  "digital  media"  services 
will  require  powerful  computers  called 
servers  to  store  reams  of  digitized  data 
as  well  as  technology  to  reproduce 
graphic  images  on  TV  screens. 

Both,  it  turns  out,  are  SGI  specialties. 
Since  the  company  was  started  in  1982, 
it  has  distinguished  itself  from  Sun  Mi- 
crosystems Inc.  and  other  workstation 
makers  by  concentrating  on  sophisticat- 
ed, three-dimensional  graphics.  SGI  com- 


DIGITAL  DEALS 


Silicon  Graphics  has  signed  up  partners... 

Product 

Partner 

DIGITAL  FILM  SYSTEM 

Eastman  Kodak  Co. 

MOVIE  SPECIAL  EFFECTS 

Lucasfilm  Ltd. 

INTERACTIVE  GAMES 

Magic  Edge  Inc. 

...but  bigger  ones  could  be  on 

the  way 

Product 

Potential  partners 

DIGITAL  CABLE-TV  SERVERS 

Time  Warner,  TCI 

DIGITAL  CABLE-CONVERTER  BOXES 

Scientific-Atlantic  Inc. 

puters  are  used  to  model  drs 
at  Genentech,  design  carsat! 
Ford,  and  develop  aircraft™ 
Boeing.  Such  customers  willw 
SGl's  mainstay  for  years.  M 
because  of  its  advanced  gra|3 
ics  and  history  in  Hollywoll 
SGI  is  becoming  a  serious  plal 
in  the  emerging  world  of  dig! 
media.  "I  keep  getting  draft 
into  the  consumer  area,"  si 
McCracken. 

speedy  dots.  Indeed,  Silidh 
Graphics  is  being  wooed  am 
technology  partner  by  somep 
the  biggest  names  in  media  » 
ble).  Clark  won't  confirm  it,  ■ 
industry  sources  say  he's  tm 
ing  with  Time  Warner  Inc.  foj 
deal  to  use  SGI  servers  to  ro« 
digitized  cable-TV  signals  o 
homes.  The  deal  might  also  1 
elude  providing  technology  fo* 
TV-set  cable-converter  box  I 
Time  Warner  cable  systeg 
(page  60).  SGI  has  also  met  with  No.  1 1 
ble  operator  Tele-Communications  IB 
and  various  phone  companies. 

Digital  media  represents  a  huge  m 
portunity.  While  SGl's  existing  businii 
is  growing  briskly— revenues  are  expej^ 
ed  to  jump  27%,  to  $1  billion,  for  the  1 
cal  year  ending  June  30— the  new  m| 
kets  would  be  gravy.  McCracken  expetst 
SGl's  revenues  to  grow  at  least  30%  a 
nually  over  the  next  few  years.  "DigiS 
media  is  the  big  story  for  Silicon  Grafs 
ics,"  says  Sanford  C.  Bernstein  &  (. 
analyst  Barry  F.  Willman. 

Consider  the  potential  markets:  P$ 
cording  to  Carmel  (Calif.)  market  d 
searcher  Paul  Kagan  Associates,  shif- 
ments  of  digital  cable-converter  boxji 
will  grow  from  320,000  this  year  to! 
million  in  1994  and  4.5  million  in  1996. 
addition,  the  cable  industry  will  neii 
to  retrofit  its  networks  with  hundreds 
millions  of  dollars  worth  of  comput* 
gear  to  store  and  distribute  digitizti 
movies,  games,  and  other  services.  Ni, 
urally,  other  manufacturers,  from  IE 
to  Japan's  Matsushita  Electric  Industi' 
al  Co.,  want  in  on  the  action,  too. 

What  could  set  SGI  apart 
the  way  its  workstations  crea 
stunning  3-D  video  images  th. 
can  be  manipulated  quickly.  S 
machines  do  that  better  th* 
ordinary  workstations  and  mu< 
more  cheaply  than  supercor 
puters  can.  sgi  uses  a  set 
custom-designed  circuits  thi 
moves  the  tiny  dots,  or  pixel 
that  form  video  images  arour 
the  screen  quickly.  And  higl 
capacity  circuitry  in  the  con 
puter  speeds  data  among  part; 
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Tom  Seaver 


Gardener,  Baseball  H  a  1 1  -  o  f  -  F  a  m  e  r 


Gardening  is  an  important  part  of  my  life.  I'm  often  out  in  my  garden  by  seven. 
I  love  the  smell  in  the  air,  the  early  morning  light. 


My  wife  Nancy  gave  me  a  bronze  plaque. 
It  says  "He  who  plants  a  garden  plants  happiness."  That's  the  way  I  feel. 

I  use  Miracle-Gro  to  make  everything  in  my  garden  look  its  best. 
I  learned  that  secret  back  when  I  was  a  rookie  gardener. 


Fidelity's  Spartan 
Brings  Higher  Yields 
to  Ginnie  Maes 

Spartan®  Ginnie  Mae  Fund 

If  you're  looking  for  more  income,  you  probably  don't  want 
to  sacrifice  high  quality.  Now,  with  Fidelity's  Spartan  Ginnie  Mae 
Fund,  you  can  pursue  high  current  yields  primarily  from  securi- 
ties backed  by  the  full  faith  and  credit  of  the  U.S.  government.' 

Fidelity's  Proven  Spartan  Approach® 
To  Higher  Yields 

Our  Spartan  funds  are  designed 
to  maximize  yields  by  minimizing 
fund  operating  expenses. '  At  its  incep- 
tion, this  common  sense  approach 
was  considered  groundbreaking.  We 
believe  it  sets  the  standard  to  help 
deliver  higher  yields  to  investors. 


Spartan 
Ginnie  Mae  Fund 


7.00° 

30-Day  Yield' 
(ended  3/5/93) 


6.49 


Total  Return/1  Year3 
(12/31/91-12/31/92) 


10.1 0% 

Average  Annual  Return/ 
Life  of  Fund3 
(12/27/90-12/31/92) 


If  s  Easy  To  Transfer  Your 
Retirement  Savings 

Fidelity  makes  it  easy  to  transfer  your 
bank  savings  assets  or  your  retire- 
ment savings.  Just  call,  and  we'll 
assist  you.  There's  no  sales  charge. (Minimum 
investment:  $10,000.)  As  with  any  bond  fund,  yield, 
share  price,  and  return  will  fluctuate  and  you  may 
have  a  gain  or  loss  when  you  sell  your  shares. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


For  more  complete  information,  including  management  fees  and  transaction  expenses,  call  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'The  Fund  itself 
is  not  guaranteed  by  the  U.S.  government.  'If  your  account  balance  is  below  $50,000,  transac- 
tions will  reduce  your  yield  Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains  and  the  effect  of  the  $5  closeout  fee.  If  Fidelity  had 
not  reimbursed  a  portion  of  Fund  expenses,  the  yield  would  have  been  6.73%  and  returns 
would  have  been  lower.  The  expense  limitation  may  be  revised  at  any  time,  at  which  time  yield 
2r  and  returns  will  go  down.  Fidelity  Distributors  Corporation.         CODE:  BW/SGM/051 093 


of  the  machine.  That's  critical  for  vico: 
Just  one  second  of  it  gobbles  up  30  Jl-i 
lion  bits  of  data  in  uncompressed  foil. 

Hollywood,  which  had  been  nsM 
supercomputers  for  special  effects,  ime- 
diately  saw  the  potential  of  sgi's  techfii 
ogy.  Lucasfilm  Ltd.'s  Industrial  Ligh:&  i 
Magic  Inc.  has  used  SGI  machines  sifleil 
the  mid-1980s.  "Our  work  couldn't  fe 
done  without  Silicon  Graphics  n- 
chines— or  at  least,  I  couldn't  afford  j;* 
says  Michael  Backes,  head  of  the  An* 
ican  Film  Institute  unit  that  did  graplfe 
for  Jurassic  Park.  SGI  machines  also  hi 
produce  music  videos  such  as  Pete, 
Gabriel's  Steam. 

FLIGHT  SIMULATOR.  Lately,  SGI  has  gotUj 

even  tighter  with  Hollywood.  On  ApiH 
it  signed  a  deal  with  Lucasfilm  to  creBj 
faster  and  less-expensive  special  effeiH 
On  Apr.  20,  it  announced  a  digital  vidH 
production  system  using  a  server  tnj 
stores  up  to  30  hours  of  video.  AjH 
Eastman  Kodak  Co.  plans  to  use  SGI  rl 
chines  for  a  new  digital-film  system  I 
movie  studios.  Interactive  entertainmp 
is  another  focus  of  talks.  Mountain  Vi» 
startup  Magic  Edge  Inc.,  for  instani 
uses  SGI  machines  in  a  flight  simular 
ride. 

But  the  "big  carrot,"  Clark  says,| 
digital  cable  TV.  SGI  has  already  devisi 
a  scheme  in  which  its  servers  would  ? 
placed  in  neighborhoods  to  convey  digij 
media  to  homes.  And  SGI  wants  to  pll 
a  role  in  low-cost  consumer  devices  tip 
would  replace  conventional  cable-TV  d 
coder  boxes.  These  boxes  would  hano 
requests  for  movies  from  vast  video  - 
braries,  connect  to  interactive  shoppij 
services,  and  allow  users  to  play  inter- 
tive  games.  Most  likely,  he  says,  si* 
would  license  to  an  electronics  main 
the  microprocessor  technology  it  l\  '■ 
quired  last  year  with  the  purchase  If 
mips  Computer  Systems  Inc.,  along  wii 
SGI  graphics  chips  and  software.  Sut 
boxes,  which  analysts  say  might  be  but 
by  Japanese  consumer-electronics  comd 
nies  and  such  U.  S.  makers  of  cable  ce 
verters  as  Scientific-Atlanta  Inc.,  shouf 
be  available  by  1995,  says  Clark. 

Despite  its  advantages  in  digital  ml 
dia,  sgi  faces  obstacles.  Its  technoloj 
may  be  too  pricey  for  the  consum 
market.  And  competitors  are  muitipl 
ing.  IBM  and  Hewlett-Packard  Co.  bo  I 
want  to  sell  video  servers.  Startup  3E 
Co.  has  backing  from  Time  Warne 
AT&T,  and  Matsushita  for  its  home-vidi 
machine.  And  on  Apr.  27,  Intel,  Micr 
soft,  and  General  Instrument  launched 
converter-box  alliance.  Finally,  Sun  sa; 
it's  talking  to  the  same  companies 
sgi.  It  will  take  more  than  special  effec 
to  make  these  rivals  go  away. 

By  Robert  D.  Hof  in  Mountain  Vie' 
Calif. 
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The  Most  Important 
Computer  Program 

in  Memory     Rethinking  the  Computer  1993. 

I  Information  Technology  in  Business:  The  New  Partnership. 

June  28  and  29, 1 993  at  The  Hudson  Theatre  of  the  Hotel  Macklowe,  1 45  West  44th  Street,  New  York,  NY 


John  Seely  Brown. 

Chief  Scientist,  Xerox 
Corporation  Director, 
Xerox  PARC 


William  H.  Gates 

i  ihairman  and 
Co-Founder, 
Microsoft  Corporation 


Dennis  Jones 

Senior  Vice  President, 

information  & 
Telecommunications, 
Federal  Express  Corporation 


John  D.  Lowenberg 

CIO,  Aetna  Information 
Technology,  Aetna  Life  & 
Casualty  Co. 


William  A.  Tausher 

President, 
ComputerLand  Corporation 


V&3J 


Join  the  industry's  most  innovative  leaders  for  the  Rethinking  the 
Computer  Symposium  1 993.  A  probing  inquiry  into  the  ways  that 
companies  are  using  new  and  emerging  technologies  to  further  their 
business  goals. 


For  more  details  and  to  register  for  this  event,  please  contact  Julie  Terranova 

212.512.2184 


For  more  information  about  coiporate  sponsorship  opportunities,  please  contact:  William  H.  DeGraff  Director  of  Sales  Strategic  Programs 

212.512.6012 

Presented  in  association  with 

ComputerLand  Corporation 
Federal  Express  Corporation 
Microsoft  Corporation 

Business    Week    Executive    Programs.    Targeted    Issues,    Targeted  Markets 
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RETAILING  I 


ELBOWING  INTO  CABLE  TV'S 
HOME-SHOPPING  SLUGFEST 


Telemarketer  CUC  will  use  low  prices  to  win  couch  potatoes 


Walter  A.  Forbes  is  nothing  if 
not  patient.  Twenty  years 
ago,  he  and  a  group  of  other 
venture  capitalists  formed  Comp-U-Card 
International  with  the  idea  of  marketing 
merchandise  to  consumers  at  home  via 
computers.  When  the  PC  craze  didn't 
catch  on  fast  enough,  Comp-U-Card 
nearly  went  under. 

Forbes,  taking  charge  as 
chairman  and  CEO  in  197(3,  res- 
cued the  company  by  switch- 
ing to  telephone  sales.  Cus- 
tomers pay  an  annual  fee  for 
access  to  Comp-U-Card's  data 
base  of  deals  on  travel,  auto 
services,  insurance,  and  more 
than  250,000  products.  Based 
in  Stamford,  Conn.,  and  re- 
named cue  International  Inc. 
in  1987,  the  outfit  has  climbed 
gradually  into  the  black  and 
last  year  reported  $59  million 
in  earnings  on  $742  million  in 
sales  from  telemarketing. 

Now,  Forbes  wants  to  re- 
turn to  cue's  raison  d'etre: 
high-tech  home  shopping.  But 
instead  of  counting  on  com- 
puters, he's  placing  his  bets 
on  interactive-TV  systems.  CUC 
wants  nothing  less  than  ac- 
cess to  the  60  million  U.  S.  ca- 
ble-TV subscribers.  "Our  goal 
over  the  next  three  years  is  to  be  in  ev- 
eryone's living  room,  kitchen,  and  fami- 
ly room,"  boasts  Richard  Leegant,  cue's 
senior  vice-president. 
FIERCE  STRUGGLE.  This  time  the  technol- 
ogy is  ready  to  turn  Forbes's  vision  into 
reality.  Computer  and  software  makers 
are  racing  to  build  converter  boxes  that 
let  an  ordinary  TV  set  display  menu- 
driven  screens  and  cursors.  Telephone 
and  cable  operators  are  eager 
to  deliver  the  interactive  sig- 
nals. And  cue  wants  to  be 
among  the  first  services  they 
carry  into  the  nation's  cable- 
equipped  homes. 

With  interactive-TV  technol- 
ogy, shoppers  will  use  an  ordi- 
nary remote  control  to  choose 
products  from  the  screen, 
which  displays  pictures,  de- 


scriptions, and  prices.  CUC  has  signed 
six  contracts  in  the  past  12  months  (ta- 
ble) and  by  October  will  be  available  in 
the  nine  biggest  U.  S.  markets.  For  cable 
companies,  every  new  CUC  membership 
means  another  monthly  fee  from  a  view- 
er who  wants  the  shopping  service.  For 
CUC,  cable  addicts  could  bring  in  a  bo- 
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nanza.  Jupiter  Communications  Co.,  a 
New  York-based  firm  that  researches 
electronic  media,  predicts  that  interac- 
tive-TV sales  will  approach  $10  billion 
by  2001.  with  17.6%  of  U.S.  households 
shopping  by  TV. 

But  cue's  strategy  has  risks  for  a 
company  with  28  million  members  and  a 
profitable  niche  in  telemarketing.  The 
competition  in  home  shopping  is  intense. 


CUCS  MOST  PROMISING  CONNECTIONS 

►  GTE  Corp.  and  Daniels  Cablevision  offer  CUC's  inter- 
active-TV shopping  to  50,000  Carlsbad  (Calif.)  residents. 

►  BellSouth  next  year  will  test  an  interactive-TV  system  in 
1,000  Nashville  homes  that  will  get  CUC  discounts. 


►  USWest  is  using  CUC's  services  in  interactive  PCs  in 
Omaha,  Seattle,  and  Minneapolis.  TV  is  next. 


qvc  Network  Inc.  and  Home  Shoppifl 
Network  together  do  a  $2  billion-pli 
business,  dazzling  homemakers  with  cl 
bic  zirconia  and  other  trinkets.  Mot. 
such  programs  are  on  the  way  as  cahi 
channels  proliferate.  And  many  hom| 
shopping  services  will  want  to  get  inl 
interactive  sales,  too,  using  the  nel 
technology  to  show  products  from  cliff e; 
ent  angles  or  let  viewers  choose  b| 
tween,  say,  electronics  and  clothing.  1 
'fear  factor.'  Retailers  who  mark* 
their  wares  through  on-line  computi 
services  are  another  challenge.  Don! 
no's  Pizza,  Hammacher  Schlemmer.  an 
J.  C.  Penney  are  just  three  compank 
whose  products  you  can  order  via  yoil 
home  PC.  And  techies  apparently  speri 
money:  The  100,000  consumers  who  gi| 
CUC  through  on-line  services  buy  twicj 
as  much  as  the  company^ 
phone  customers. 

But  Forbes  insists  tha 
many  people  remain  scared  | 
computers.  "If  there's  a  kej 
board,  it's  too  hard,  and  petf 
pie  aren't  going  to  bother! 
he  says.  With  a  remote  coi| 
trol,  "you've  reduced  the  feaj 
factor."  Another  selling  poim 
Pictures  of  goods  on  T 
screens  are  far  superior  tj 
the  grainy  computer  image' 
on  PC-interactive  systems. 

As  for  the  rival  home-shoti 
ping  programs,  Forbes  ba 
lieves  they're  a  complete!; 
different  product.  A  big  par: 
of  their  attraction  is  thei 
slick  salesmanship,  eomplet' 
with  countdowns  and  cut 
models.  "People  are  buyinj 
from  QVC  or  Home  Shopping 
for  the  entertainment,"  say 
Jupiter  Communications  Presj 
ident  Joshua  M.  Harris,  cut' 
customers,  by  contrast,  are  value  shop 
pers.  And  in  these  price-conscious  times 
the  discounts  alone  should  keep  bringing 
in  new  members.  For  example,  a  Toshi 
ba  32-inch  color  TV  with  stereo  and  pic^ 
ture-in-picture  carries  a  manufacturer': 
list  price  of  $1,799  and  can  be  found  it 
discount  chains  for  about  $1,000 
Through  CUC,  it's  $869. 

Such  savings  may  more  than  offset 
the  "entertainment"  of  home 
shopping  cable  channels.  Anc 
Forbes  is  as  patient  as  ever 
"We  get  an  award  for  persis 
tence,"  he  says.  What  hc- 
would  really  like,  of  course 
is  an  award  for  blazing  the 
trail  in  interactive-television 
marketing. 

By  Chris  Roush  in  Stam- 
ford, Conn. 


DATA-  CUC  INTERNATIONAL 


MARKETS 


>rit  it  amazing  how  quickly  friends  can  turn  on  each  other? 


st  year  it  was  a  team  effort.  This  year  it's  every  man  for  himself.  See  the  greatest  names  in  golf  at  the  16th  Annual 
Liberty  Mutual  Legends  of  Golf-Saturday,  May  8,  2:30pm  EST  and  Sunday  May  9,  4:00pm  EST-on  ABC-TV. 

Watch  it  with  a  friend. 


revino  vs.  Floyd  vs.  Weiskopf 


«rty  Mutual  supports  the  Adopt-A-School 
>gram  and  Special  Olympics 


Rodriguez  vs.  Hill  vs.  Palmer 


©  Liberty  Mutual  Insurance  Group/Boston  1993 
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AGED  FLEET:  THE  AVERAGE 
CONTINENTAL  JIT  IS  14  YEARS  OLD 


TRANSPORTATION  I 


THIS  TIME,  CONTINENTAL 
MAY  ACTUALLY  FLY 


Out  of  Chapter  11,  it  has  lower  debt — and  a  co-pilot  in  Air  Canada 


F 


or  weeks,  executives  at  Continental 
Airlines  planned  a  blitz  of  television 
commercials  and  newspaper  ads  to 
trumpet  the  good  news:  The  carrier 
emerged  from  two  and  a  half  years  of 
bankruptcy  protection  on  Apr.  27.  But 
the  airline's  employees  turned  down  a 
chance  to  toast  the  occasion  with  a  gala 
celebration.  Instead,  worker  councils  ac- 
cepted a  low-key  "thanks"  from  manage- 
ment and  humble  pins  bearing  the  com- 
pany's logo  and  the  year  of  rebirth. 

It's  hardly  surprising  that  the  carri- 
er's worker's  are  in  no  mood  to  party. 
Many  of  them  have  been  clown  this  road 
before:  Continental  Airlines  Inc. 
survived  its  first  round  of  Chapter 
11  in  1986,  only  to  seek  shelter 
again  in  1990  when  debt,  reces- 
sion, and  the  Persian  Gulf  war  bat- 
tered it.  True,  Continental  is  the 
only  airline  so  far  to  emerge  from 
the  industry's  recent  round  of 
bankruptcies.  Pan  Am,  Midway, 
and  Eastern  were  forced  into  liqui- 
dation, and  TWA  and  America  West 
are  still  struggling  to  reorganize. 
But  employees  know  all  too  well 
that  there  will  be  little  room  for 
error  if  the  economy  falters,  fare 
wars  break  out,  or  fuel  prices 
spike.  "We've  been  beaten  up  for 


so  long,"  says  one  pilot,  that  "we  just 
want  to  have  a  job  and  be  able  to  pay 
our  bills." 

For  a  change,  that  goal  seems  realis- 
tic. Confounding  skeptics  who  thought 
the  airline  might  never  leave  bankrupt- 
cy, the  "new"  Continental  holds  tremen- 
dous promise.  It  boasts  a  strong  route 
structure  and  costs  that  are  up  to  18% 
lower  than  its  three  largest  U.  S.  com- 
petitors'. And  the  carrier  is  primed  for 
action.  On  Apr.  27,  Continental  closed 
on  a  $450  million  investment  from  Air 
Canada  and  Fort  Worth  investors  Air 
Partners  LP.  The  carrier  is  expected  to 


THE  NEW  CONTINENTAL:  SAME  SIZE, 
BUT  A  BETTER  BALANCE  SHEET 


December,  1990 

December,  1993* 

REVENUES 

$6.2  billion 

$6.2  billion 

OPERATING  LOSS 

427.0  million 

12.9  million 

DEBT 

4.0  billion 

18  billion** 

EQUITY 

-12  billion 

610.0  million** 

EMPLOYEES 

42,000 

41,000 

FLEET 

340  planes 

318  planes 

MARKET  SHARE 

8.63% 

9.2% 

'Company  estimates 
"Estimated  for  Apr.  30,  1993 

DATA:  COMPANY  REPORTS,  AVITAS  INC. 

announce  shortly  a  $3  billion  deal] 
nearly  100  Boeing  jets,  including  50  rJ 
and  5  777s.  Sources  also  say  a  m; 
alliance  may  soon  be  struck  with 
France.  And  flush  with  $600  millioi 
cash,  Continental  is  upgrading  its  pis 
and  facilities,  with  bold  marketing  st 
egies  under  way  to  lure  business  f li< 
"Continental  has  more  money  today  t 
it's  had  in  its  55-year  history,"  says  C 
Executive  Robert  R.  Ferguson  III.  "1 
is  the  first  step  in  the  remaking  of 
company." 
affordable  flying.  The  deal  opens 
immense  possibilities  for  Air  Canada 
well.  That  airline  holds  a  24%  vot 
stake  in  Continental,  but  it  has  an  op 
to  buy  out  the  Texas  investors  sho 
U.  S.  airline-ownership  laws  change 
Canada  Chairman  Hollis  L.  Harris  c 
that  "a  very  good  potential  transact 
on  our  part."  Air  Canada  has  extens 
routes  throughout  its  home  country 
marketing  links  with  Air  France  i  , 
United;  Continental  has  links  with 
Scandinavian  Airlines.  Air  France  Ch 
man  Bernard  Attali  has  denied  it,  but 
dustry  rumors  persist  that  Air  Fra 
may  soon  invest  in  Air  Canada 
forge  links  with  Continental. 

Alliances  aside,  Ferguson  has 
work  cut  out  for  him  at  Continental 
must  polish  the  carrier's  image,  wh 
remains  badly  tarnished.  He  must  m 
ernize  its  fleet.  And  he  must  recrui 
new  cadre  of  managers  to  the  airline 
help  pilot  its  growth.  Continental's  h 
ance  sheet,  while  in  tune  with  the  r<  -j, 
of  the  industry,  is  still  heavily  lev  j 
aged.  The  alliance  with  Air  Canada  vi- 
be a  personal  test  as  well:  Fergusi  | 
44,  and  Harris,  61,  were  rivals  at  Cor  , 
nental.  In  1991,  Harris  was  ousted  fn  i 
the  top  spot  at  Continental  and  replac  ., 
by  Ferguson  (box). 

A  sullied  image  is  the  bane  of  Con  a 
nental's  existence.  Its  low-rent  repu  1( 
tion  dates  to  Frank  Lorenzo  and  his 
forts  to  mesh  a  hodgepodge  of  airline 
including  People  Express,  New  York  A,< 
and  Frontier.  Over  the  past  t\L 
years,  business  passengers  haL 
been  reluctant  to  book  flights  o% 
carrier  that  might  not  pay  off  i 
its  frequent-flier  awards.  The  a 
line    is    now    counting  on 
nonbankrupt  status  to  boost  bocr 
ings,  and  it's  speeding  up  plans  L 
refurbish  planes,  facilities,  and  se 
vice.  But  Continental's  ratings  r 
main  low.  In  the  most  rece 
Transportation  Dept.  monthly  f 
ing,  Continental  had  more  cu 
tomer  complaints  than  any  oth 
major  airline  except  TWA. 

Now,  Continental  is  spendir 
more  than  *40  million  on  its  "Bu: 
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First"  service  for  international  trav- 
3.  Continental  calls  it  "first  class  at  a 
ness-class  fare."  The  goal  is  to  win 
ness  travelers,  who  typically  pay 
e  times  more  per  mile  than  leisure 
engers.  If  Continental  can  snare  its 

share"  of  higher-paying  customers, 
>uld  boost  revenues  by  some  $500 
on  a  year,  figures  John  W.  Nelson, 
Linental's  executive  vice-president 
marketing.  Nelson  says  the  airline 
manage  to  narrow  the  gap  in  the 

1980s,  but  bankruptcy  cut  that 
t.  Now,  Air  Partners  figures  it  could 

two  to  five  years  to  finish  over- 
ing  the  airline's  image.  But  the 
ip  says  that  the  success  of  its  in- 
ment  does  not  depend  on  closing 
gap. 

ssembling  an  attractive  fleet  is  also 
sal.  Simply  to  match  its  bigger  ri- 
-American,  United,  and  Delta— Con- 
ital  must  upgrade  its  aging  331-jet 
!  Last  year,  it  began  redesigning 
•iors  and  repainting  exteriors  with 
Mental's  new  blue-and-gold  color 
me  and  logo.  But  the  average  age  of 
linental's  jets  in  December,  1992, 
about  14  years— more  than  four 
I  older  than  the  average  for  the 
Three's  jets. 

IE  DEALER.  So  Continental  is  counting 
huge  $3  billion  to  $4  billion  plane 
,  to  be  financed  by  General  Electric 
to  replace  many  of  its  aircraft  over 
next  several  years.  Industry  execu- 
:  also  say  Ferguson  was  in  Toulouse, 
ice,  visiting  with  Airbus  Industrie 
s  in  early  April  and  could  strike  a 
for  additional  planes  from  the  con- 
um.  Although  the  airline  burned  nu- 
)us  creditors  during  its  bankruptcy, 
Iholders  and  other  lenders  have 
k  memories,"  says  one  analyst,  and 
stry  observers  say  that  the  legions 
lane  makers  and  leasing  companies 
p~y  for  business  will  assure  the  air- 
help. 

le  link  with  Air  Canada  could  also 

a  role  in  Continental's  growth.  The 
le's  immediate  interest  in  aligning 

Air  Canada  has  clearly  been  the 
f  cash  infusion  it  will  bring.  But  for 
Canadian  airline,  which  lost  $363 
on  last  year,  its  $85  million  equity 
stment  must  provide  a  payback.  Air 
ida's  long-term  strategy  is  to  meld 
ervices  with  Continental's  and  oth- 
to  form  a  worldwide  system  of  alli- 
es. Ferguson  says  he  wants  to  ally 

with  an  Asian  carrier  as  well  as 
lebody  to  our  South." 
at  the  two  can  begin  together  right 
y.  On  May  3,  Air  Canada  is  sched- 

to  start  two  flights  daily  into  Con- 
ltal's  Houston  hub,  from  which  Con- 
ntal  can  connect  passengers  to  21 
s  in  Mexico  and  Central  America 
25  cities  in  the  southwestern  U.  S. 
is  estimates  that  revenues  from  co- 


ordinating flights  will  generate  $400  mil- 
lion annually  by  1994  for  the  two  carri- 
ers combined.  Ferguson  says  the  two 
could  even  seek  antitrust  immunity  one 
day  if  Canada  and  the  U.S.  can  ever- 
come  together  on  an  open-skies  treaty. 

Of  course,  airline  synergies  have  tend- 
ed to  look  better  on  the  drawing  board 
than  in  life.  KLM  Royal  Dutch  Airlines, 
for  example,  which  put  $400  million  into 
Northwest  Airlines  Inc.  in  1989,  took 
three  years  to  begin  coordinating  sched- 


ules with  Northwest  and  to  date  has 
shown  only  losses  for  its  investment. 
But  Ferguson  seems  focused  as  much 
on  the  power  of  new  money  as  he  is  on 
anything  else.  "This  is  really  the  first 
time,  to  my  knowledge,  that  Continental 
has  had  the  resources  to  go  about  trying 
to  produce  a  quality  company."  Now  all 
he  has  to  do  is  make  it  happen. 

By  Wendy  Zellner  in  Dallas,  with  Wil- 
liam Symonds  in  Toronto  and  Andrea 
Rothman  in  New  York 


CAN  THIS  ODD  TRIO 
LEARN  TO  LIVE  TOGETHER? 


When  word  got  out  last  June 
that  Air  Canada  would 
make  a  play  for  Continental 
Airlines  Inc.,  many  industry  execu- 
tives scoffed.  After  all,  Air  Canada 
CEO  Hollis  Harris  was  ousted  from 
Continental  just  a  year  before.  Many 
believed  a  key  figure  behind  his  dis- 
missal was  Robert  Ferguson  III,  who 
replaced  Harris.  The  plot  thickened 
when  observers  learned  thuc  David 
Bonderman,  the  Texas  investor  whose 
Air  Partners  LP  emerged  as  Air  Cana- 
da's bidding  partner,  was  a  pal  of  Fer- 
guson's. In  the  early  '80s,  Ferguson 
was  treasurer  at  Braniff  International 
Corp.,  and  Bonderman  was  its  outside 
counsel  in  bankruptcy  court. 

In  this  marriage  of  convenience, 
Continental  gets  a  cash  infusion.  Air 
Canada  extends  its  chances  for  survi- 
val, and  Bonderman  and  his  investors 
can  make  some  money  if  the  airline 
market  turns  up.  The  only  question 
is  whether  this  unlikely  trio  can  form 
a  lasting  union. 

Ferguson  and  Harris  claim  they 
have  no  differences.  "Bob  is  very  intel- 
ligent and  astute  and  has  done  a  good 
job"  at  Continental,  says  Harris.  Fergu- 


son calls  their  relationship  "cordial" 
and  says  he  had  nothing  to  do  with 
Harris'  leaving  Continental.  But  not 
so  long  ago,  they  clashed  over  the  car- 
rier's strategy.  Harris  wanted  the  air- 
line to  grow  its  way  out  of  its  prob- 
lems. His  reluctance  to  cut  costs 
dismayed  Ferguson  and  the  board. 
no  clone.  Onetime  banker  Ferguson  is 
known  more  for  financial  savvy  than 
operational  skills.  After  guiding  Bran- 
iff through  bankruptcy,  he  was  recruit- 
ed as  Frank  Lorenzo's  chief  mergers- 
and-acquisitions  man.  When  Ferguson 
became  CEO  of  Continental  in  1991, 
critics  expected  him  to  be  a  Lorenzo 
clone,  dumping  assets  and  alienating 
labor.  Although  he  did  slash  1,500  jobs 
and  cut  wages  10%,  Ferguson  backed 
the  airline's  quality  efforts  and  steered 
it  through  last  summer's  fare  war. 

People  close  to  the  airline  say  Fer- 
guson seems  securely  in  the  pilot's 
seat.  They  expect  Air  Partners  to  en- 
sure that  Harris  doesn't  meddle  in 
Continental's  management.  Given  Air 
Canada's  pressing  problems  at  home, 
that's  not  likely.  For  now,  at  least,  it 
seems  the  honeymoon  just  might  last. 

By  Wendy  Zellner  in  Dallas 


FINANCIER  BONDERMAN 


^PORATION 


BUSINESS  WEEK/MAY  10,  1993  71 


MANAGEMENT  I 


THE  KEYBOARD  REPAIRMAN 
LEADING  KEY  TRONIC 


Turnaround  expert  Stanley  Hiller  has  the  company  clicking  again 


Just  a  few  years  ago,  Key  Tronic 
Corp.  seemed  ready  to  fold  its 
hand.  Once  the  biggest  and  best- 
known  maker  of  computer  keyboards  in 
the  U.  S.,  the  Spokane  (Wash.)  company 
was  struggling  to  survive  the  onslaught 
of  cheaper  Asian  imports.  But  last  year 
the  company's  board  had  an  inspiration: 
It  hired  veteran  turnaround  artist  Stan- 
ley Hiller  Jr.  to  lead  Key  Tronic  back 
from  the  brink. 

The  69-year-old  Hiller  had  no  experi- 
ence running  a  high-tech  company.  But 
that  hasn't  seemed  to  hurt  him:  Key 
Tronic  has  slashed  costs,  overhauled  its 
stale  product  line,  and  automated  pro- 
duction in  a  brutal  battle  against  the 
import  invasion.  And  Key  Tronic  is  hit- 
ting the  competition  where  it  hurts:  with 
a  low-cost  keyboard  that  is  shaking  up 
the  industry  and  is  winning  market 
share.  Nicknamed  Kermit  by  employ- 
ees, Key  Tronic's  newest  keyboard 
wholesales  for  as  low  as  $14,  compared 
with  the  industry  average  of  $18. 

Even  better,  Key  Tronic  moved  into 
the  black  in  the  second  half  of  last  year. 
For  the  fiscal  year  ending  this  June,  an- 
alyst Thomas  Friedberg  of  W.  I.  G.  Se- 
curities of  San  Francisco  estimates  that 
the  company  will  post  a  profit  of  $5.7 


million,  compared 
with  a  loss  of  $7.4 
million  a  year  ago 
(chart).  Revenues  in 
the  current  year 
could  climb  by  6%,  to 
$132  million.  Even 
foreign  competitors 
are  taking  note  of 
Key  Tronic's  rebound. 
"We've  started  to  see 
them  aggressively 
pursuing  many  of  our 
major  accounts,"  says 
David  Snyder,  key- 
board sales  manager 
for  nmb  Technologies 
Inc.,  a  subsidiary  of 
Japan's  Minebea  Co. 

Key  Tronic's  turn- 
around can  be  credit- 
ed to  Hiller.  Despite 
his  lack  of  high-tech 
experience,  he  does 
know  about  fixing 
sick  companies.  Hiller,  who  heads  his 
own  management  consulting  firm,  start- 
ed in  1971  with  Texas  oil-field-equipment 
maker  Reed  Tool  Co.,  now  part  of  Baker 
Hughes  Inc.  He  went  on  to  repair  the 
moving  company  Bekins  Co.  and  air-con- 
ditioner maker  York  International  Corp. 
All  were  money-losers,  and  Hiller  suc- 
cessfully turned  them  around  by  cut- 
ting costs  and  improving  products.  "Any 
company  in  any  field,  if  it  gets  back  to 
basics,  can  be  successful,"  says  Hiller. 

It  was  because  of  his  record  that  Hill- 
er was  hired  in  March,  1992,  by  Key 
Tronic's  board,  which  included  founder 
and  former  Chief  Executive  Lewis  G. 
Zirkle.  Under  the  terms  of  his  contract, 
Hiller  could  receive 
stock  options  currently 
valued  at  roughly  $17 
million.  Since  Hiller's 
arrival,  Key  Tronic's 
stock  has  nearly  tripled, 
to  about  10. 

Hiller  was  quick  to 
apply  his  philosophy  of 
stick-to-your-knitting  at 
Key  Tronic.  He  also 
sought  outside  advice. 
One  of  his  first  steps 
was  to  assemble  a  high- 
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powered  board  to  advise  him  on  ev 
thing  from  sales  to  research  and  de 
opment.  Members  include  former  Mi 
soft  Corp.  President  Michael  R.  Hall 
and  former  Memorex  Corp.  CEO  ( 
ence  W.  Spangle. 

Drawing   on   their   advice,  H 
revved  up  Key  Tronic's  sluggish  pro< 
line.  In  the  current  fiscal  year,  H 
intends  to  boost  R&D  spending  by  2 
to  $6.8  million.  To  help  ensure  that 
company's  final  products  have  wil 
buyers,  he  set  up  a  system  of  infor 
consultations  with  such  key  customer 
Compaq,  Reuters,  Hewlett-Packard, 
American  Telephone  &  Telegraph 
each  case,  Hiller  tried  to  outflank 
rivals  by  establishing  closer  ties  to 
tomers,  while  trying  to  determine  tl  \ 
future  needs.  He  also  convinced  sci 
customers  to  invest  in  the  joint  de 
opment  of  new  keyboards. 
'like  A  war.'  The  results  have  been 
pressive.  In  the  past  year,  Key  Tn 
has  introduced  10  new  products.  Hill 
proudest  achievement  by  far  is  the  I 
mit.  By  dedicating  a  full-time  team 
engineers  to  design  a  low-cost  qua 
keyboard,  Hiller  cut  the  developm 
time  from  18  to  8  months.  The  Ker 
uses  only  17  parts,  vs.  the  usual  150 
revamped,  heavily  automated  prod 
tion  line  in  Spokane  can  churn  out  2, 
Kermits  every  24  hours— with  only 
workers.  Other  keyboards  need  40  w 
ers.  "If  you  design  the  labor  cost 
of  a  product,  you  can  build  it  more  o 
petitively  in  the  U.S.,"  says  Hiller 
Hiller  says  his  engineers  are 
working  on  a  new  generation  of  in 
devices  that  use  pens  or  voice  recod 
tion.  He  also  has  beefed  up  Key  Tron 
marketing  efforts  in  hopes  of  challeng 
competitors  such  as  NMB  and  Honeyw 
Inc.— and  IBM's  sole  supplier,  Lexma  I 
"It's  like  a  war,"  Hiller  says.  "The  ene 
has  the  hill,  and  you've  got  to  take  i 

The  problem  is,  the  enemy  is  | 
standing  still.  Personal-computer  prii 
are  dropping  steadily,  and  the  keyboj  ;\ 
industry  is  working  overtime  to  kt<j 
pace.  Hiller  must  keep  Key  Tronic 
cused  on  innovation  while  he  maintain 
firm  hold  on  costs.  Of  course,  he  is  ^ 
the  only  chief  execut: 
facing  that  challeng 
The  computer  indi 
try's  other  well-knoi 
turnaround  speciali 
IBM  CEO  Louis  V.  Ger 
ner  Jr.,  is  seeking  so 
tions  to  a  similar  dile 
ma.  The  big  differen 
between  the  two:  K 
Tronic's  boss  has 
ready  found  some. 

By  Dori  Jones  Ya 
in  Spokane,  Wash. 
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The  readers  of  Business  Week  have 
recognized  fourteen  distinguished 
advertisers  for  creating  the  best  remem- 
bered corporate  campaigns  of  1 992. 

The  winners  were  determined  based  on 
1992  advertising  readership  scores 
compiled  for  every  issue  of  Business  Week 
by  Starch  INRA  Hooper.  Starch  is  an 
independent  research  firm  and  the 
acknowledged  readership  measurement 
standard  for  the  print  industry. 


Representative  ads  of  the  winning 
campaigns  are  shown  on  the  following 
pages.  In  an  advertising  category  with  the 
highest  creative  standards,  Business  Week 
is  proud  to  recognize  these  companies  for 
excellence  in  corporate  advertising. 
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I'm  only  the  boss 
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Company 

James  Fligg 
President 

Bender,  Browning, 
Dolby  &  Sanderson 
Chicago,  IL 


Andersen 
Consulting 

George  Shaheen 
Worldwide  Managing  Partner 

Young  &  Rubicam 
New  York,  NY 
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I  INFLATION  DOWN 
OR  THE  COUNT? 


ice-cutting  fever  could  send  the  rate  much  lower  than  expected 


I  ive,  four,  three,  two,  one . . .  zero? 
I  Not  too  long  ago,  a  5%  inflation 
rate  seemed  set  in  stone.  When 
lericans  bargained  for  pay  raises  or 
;gled  over  home  prices,  they  simply 
umed  that  inflation  would  continue 
a  fast  clip.  That  changed  with  the 
ession  of  1990-91,  which  pushed  over- 
price increases  down  to  a 
thing  3%. 

tfow,  to  practically  everyone's 
prise,  inflation  is  about  to 
mshift  once  again.  With  high 
mployment,  slowing  medical  in- 
ion,  and  price-cutting  in  con- 
ler  products,  3%  is  no  longer 
floor.  "I'm  looking  for  2%  infla- 
i  by  the  end  of  the  year,"  says 
ward  E.  Yardeni,  chief  econo- 
1  at  C.J.  Lawrence,  a  New 
k  investment  bank. 
ind  because  of  measurement 
blems,  even  that  2%,  low  as  it 
nds,  may  overstate  the  actual 
ation  rate  by  a  wide  margin. 
:  government's  consumer  price 
5x  does  not  include  home  mort- 
e  rates  or  home-computer  pric- 
both  of  which  have  plummeted 
the  past  year.  And  the  CPI  doesn't 
y  account  for  the  growing  sales  of 
:ount  chains.  This  hidden  disinflation 
ms  that  for  the  first  time  in  recent 
tnory,  the  U.  S:  may  be  close  to  zero 
ation. 

?o  be  sure,  there  are  skeptics  who 
signs  that  the  inflation  rate  will  soon 


be  bouncing  back  up.  They  point  to  the 
recent  8%  rise  in  the  price  of  gold,  often 
considered  to  be  a  harbinger  of  infla- 
tion. And  they  worry  that  as  the  econo- 
my recovers,  companies  will  try  to  make 
up  for  lost  time  and  boost  prices.  Clin- 
ton's tax  hikes,  if  passed,  could  also 
eventually  give  inflation  a  big  jolt. 


WHY  THE  OFFICIAL 
RATE  IS  TOO  HIGH 


HOUSING  The  CPI  leaves  out  the  impact  of  plung- 
ing mortgage  rates  on  home  ownership  costs.  In- 
stead of  rising  by  3%,  as  the  government  reported, 
these  costs  in  fact  fell  by  10%. 

DISCOUNTING  Despite  the  growth  of  low-price 
warehouse  stores,  the  CPI  gives  too  much  weight  to 
full-price  retailers.  This  means  inflation  for  food, 
apparel,  and  other  consumer  items  is  overstated. 

HOME  COMPUTERS  The  CPI  is  based  on  spending 
patterns  from  1  982-84,  when  home  computers 
were  still  scarce.  So  the  CPI  doesn't  pick  up  the 
consumer  savings  from  falling  computer  prices. 

DATA:  BUSINESSWEEK 


But  what  the  skeptics  miss  is  that 
the  forces  of  disinflation  have  been  un- 
leashed throughout  the  industrial  world 
as  global  competition  takes  hold.  France 
and  Britain  are  registering  inflation  at 
about  2%.  So  is  Canada.  And  in  Japan, 
the  rate  is  a  stunning  1.2%. 

As  international  competition  heats  up, 


it  will  be  hard  for  U.  S.  companies  to 
raise  either  wages  or  prices,  despite  eco- 
nomic recovery.  Prices  for  industrial 
commodities,  such  as  metals  and  lum- 
ber, are  falling  again  after  a  brief  re- 
bound earlier  this  year.  And  productiv- 
ity-seeking companies  continue  to  cut 
costs  wherever  possible,  keeping  the  lid 
on  inflation.  For  example,  General  Elec- 
tric Co.'s  appliance  unit  is  demanding 
annual  10%  cost  cuts  of  its  suppliers. 

And  low-inflation  religion  finally  has 
spread  to  sectors  of  the  economy  that 
seemed  insulated  from  competition  for 
years.  Take  medical-care  inflation,  which 
hit  a  peak  of  9.6%  in  1990,  but  now  is 
running  at  an  annual  rate  of  less  than 
6%— and  falling  fast.  "We've  had  some 
pretty  strong  pressures  on  prices  for  18 
months,  and  every  quarter  there's  a 
new  reason  for  it,"  says  Robert 
J.  Gallagher,  chief  financial  offi- 
cer at  Acuson  Corp.,  a  California 
maker  of  big-ticket  ultrasound 
equipment.  "Hospital  administra- 
tors are  taking  more  time  and 
care  with  buying  decisions."  With 
the  new  focus  on  cost  contain- 
ment, medical  inflation  could  drop 
as  low  as  3%  by  the  end  of  1994, 
says  Yardeni.  That  could  chop  a 
half-point  from  the  overall  infla- 
tion rate,  and  perhaps  more. 
smoke  out.  Persistent  inflation 
pressures  are  also  abating  in  the 
consumer-goods  sector  of  the 
economy,  as  Americans  tighten  up 
on  their  wallets.  Since  the  end  of 
1989,  per  capita  consumption  of 
consumer  nondurables,  such  as 
food  and  tobacco,  is  down  1.7%, 
even  while  spending  on  consumer  dur- 
ables and  services  rose  3%.  That  has 
forced  consumer-goods  companies  to  hold 
down,  or  even  roll  back,  price  increases. 

The  new  price  wars  in  the  cigarette 
industry  could  by  themselves  help  drive 
inflation  down  to  new  lows.  Prices  of 
tobacco  products  have  been  rising  at  a 


UNEMPLOYMENT 
RATE 


MEDICAL-CARE 
INFLATION 


PER  CAPITA  SPENDING 
ON  CONSUMER  NONDURABLES 


DMICS 


BUSINESS  WEEK/MAY  10,  1993  83 


e 


10%  annual  clip  since  1988.  But  recently 
R.  J.  Reynolds  Tobacco  Co.  announced 
plans  to  slash  the  prices  of  its  Winston 
and  Camel  brands,  following  the  lead  of 
rival  Philip  Morris  Cos.  Many  analysts 
now  expect  cigarette  prices  to  actually 
drop  by  10%  over  the  next  year.  Since 
cigarettes  make  up  almost  2%  of  the 
(Tl— a  larger  share  than  dairy  products 
or  men's  clothing— that  could  slice  0.4 
percentage  points  off  inflation  over  the 
next  year. 

Food  prices  should  be  flat,  too,  after 
chalking  up  several  years  of  5%  increas- 
es at  the  end  of  the  l!>K0s.  "If  there's 
any  inflation  in  the  food-at-home  indus- 
try, I  can't  see  it,"  says  John  McMillin, 
an  analyst  at  Prudential  Securities  Corp. 
"The  competition  is  very  intense."  In- 
deed, makers  of  brand-name  food  prod- 
ucts are  being  forced  to  cut  prices  rath- 
er than  lose  market  share. 
CHAIN  LINKS.  All  told,  these  factors  could 
pull  inflation  down  by  a  percentage  point 
or  more  over  the  next  year.  But  there's 
more  good  news  on  the  price  front  that 
doesn't  show  up  in  the  official  CPI  num- 
bers—especially in  the  cost  of  home  own- 
ership, which  accounts  for  20%  of  the 
CPI.  Since  1983,  the  Bureau  of  Labor 
Statistics  has  calculated  the  cost  of  home 
ownership  by  looking  at  the  cost  of  rent- 
ing comparable  houses.  In  normal  times, 
that  works  fine.  But  when  interest  rates 
plunge,  mortgage  payments  fall  much 
faster  than  rents  do.  So  while  the  BLS 
figured  home-ownership  costs  to  rise  by 
3%  last  year,  the  actual  amount  paid  by 
most  homeowners  dropped  by  10%  or 
so,  cutting  as  much  as  2  percentage 
points  from  the  overall  inflation  rate. 

But  there's  another  source  of  hidden 
disinflation.  The  market  basket  of  goods 
in  the  ci'l  is  based  on  10-year-old  buying 
patterns.  That  means,  for  example,  the 
CPI  does  not  completely  reflect  the  soar- 
ing popularity  of  discount  chains  that 
offer  lower-than-retail  prices  for  food 
and  other  items.  According  to  the  BLS, 
this  could  cut  0.2  to  0.3  percentage 
points  from  food  inflation,  and  perhaps 
0.1  points  from  the  overall  inflation  rate. 

And  home  computers,  one  of  the  fast- 
est-growing spending  categories,  are  al- 
most completely  ignored  by  the  CPI. 
That  means  the  sharp  decline  in  comput- 
er prices  barely  is  reflected  in  the  gov- 
ernment's inflation  numbers.  And  this 
distortion  in  the  inflation  rate  will  only 
get  bigger  as  home  computers  and  other 
new  types  of  home  electronics  become 
increasingly  popular. 

Despite  the  strong  case  for  continued 
disinflation,  the  conventional  outlook  calls 
for  a  '•>%  inflation  rate  over  the  next 
year.  But  it  will  soon  become  apparent 
that  such  forecasts  are  based  more  on 
past  fears  than  on  present  realities. 

By  Michael  J.  Manrlel  in  Nor  York, 
with  bureau  reports 


ENTREPRENEURS  I 


CIRCUS  CIRCUS'  RINGMASTER 
— THE  ONE  AND  ONLY 


Casino  legend  Bill  Bennett  keeps  forcing  out  his  heirs  apparent 


In  the  neon  and  green-felt  world  of 
Las  Vegas,  few  have  accomplished 
as  much— or  done  it  as  quietly— as 
William  G.  Bennett,  chairman  of  Circus 
Circus  Enterprises  Inc.  Over  the  past 
two  decades,  he  has  transformed  Cir- 
cus Circus  from  a  dilapidated,  money-los- 
ing casino  into  an  $843-million-a-year 
gaming  giant  with  seven  properties  and 
a  golden  profit  margin.  In  a  business 
filled  with  outsize  egos,  Bennett  shuns 
publicity.  But  in  Vegas,  it's  com- 
mon knowledge  that  nobody  runs 
a  tighter  ship. 

Maybe  too  tight.  Since  mid-Feb- 
ruary, the  taciturn,  68-year-old  ex- 
ecutive has  found  himself  deflect- 
ing charges  that  he  is  scaring  off 
key  executives  because  he  won't 
relinquish  control  of  his  company. 
The  effect  has  been  a  purge  of 
what  was  long  considered  the 
gaming  industry's  strongest  man- 
agement team.  Last  November, 
he  eliminated  the  position  of  top 
marketing  executive  Melvin  L. 
Larson.  And  on  Feb.  18,  President 
Glenn  W.  Schaeffer  resigned  af- 
ter a  clash  with  Bennett— the  sec- 
ond heir  apparent  to  leave  in  as 
many  years.  In  late  March,  Chief 
Operating  Officer  James  W.  Muir 
stepped  down  as  well. 

At  a  time  when  Circus  is  ex- 
panding ambitiously,  the  upheaval 
has  sent  a  chill  through  the  in- 
vestment community.  Long  a  Wall 
Street  darling,  Circus  stock  has 
been  pummeled  since  Schaeffer 
resigned  (chart).  It  didn't  help  that 
Bennett  charged  Schaeffer  with 
plotting  a  palace  coup,  only  to  re- 
tract the  charge  days  later.  "You 
have  to  wonder  why  that  much 
management  leaves  at  the  same 
time,"  frets  Dennis  Forst,  an  ana- 
lyst with  Hancock  Institutional  Eq- 
uity Services.  Says  a  rival  casino 
executive:  "It  looks  for  all  the 
world  like  a  founder  who  doesn't 
know  when  it's  time  to  quit." 
camelot.  Bennett  insists  he  has 
been  itching  to  step  down  for  a 
long  time.  His  chosen  heirs,  un- 
fortunately, just  keep  disappoint- 


ing him.  Bennett  says  he  had  spen' 
years  training  Schaeffer  and  his  prede 
cessor,  Richard  P.  Banis,  to  take  over, 
thought  they  were  capable  of  running 
the  company  the  way  I  wanted  it  run, 
he  says.  Instead,  Bennett  claims,  nei 
ther  watched  costs  as  closely  as  h 
does— a  key  element  of  the  "value"  strat 
egy  Circus  uses  to  draw  moderate-in 
come  customers.  Moreover,  Bennet 
claims  Banis  tried  to  push  him  out  of  th< 


STOCK  PRICE  | 

0V.  25  Marketing 
hief  Mel  Larson  takes 
early  retirement 

CIRCUS  CIRCUS  STOCK 
TAKES  A  TUMBLE 


NOV.  2,  '92 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC ,  BUSINESS  WEEK 


84  BUSINESS  WEEK/MAY  10,  1993 


PEOPl 


ecision-making  process.  And  Schaeffer, 
e  charges,  demanded  a  big  increase  in 
x)ck  options  this  year,  only  to  stalk  out 
hen  the  board  refused. 
"That's  news  to  me,"  says  Muir,  who 
as  on  the  board  when  Schaeffer  re- 
gned.  Both  Schaeffer  and  Banis  de- 
ined  to  comment.  Banis  says  he  just 
ants  to  put  the  past  behind  him. 
chaeffer  is  restricted  by  a  confidential- 
y  agreement  he  signed  in  order  to 
eep  some  of  his  stock  options. 
IAPEZE  ACTS.  In  any  event,  it's  clear 
ennett  can  do  what  he  wants.  "This  is 
gry  definitely  Bill  Bennett's  company," 
tys  Muir.  "He  built  it,  and  he  intends 
)  keep  running  it."  Although  Bennett's 
;ake  has  declined  to  7%  from  the  39% 
3  owned  when  Circus  Circus  went  pub- 
I  in  1983,  he  still  is  very  much  in  con- 
•ol.  Three  of  eight  board  members  are 
isiders,  and  the  rest  are  close  Bennett 
isociates.  Moreover,  the  company  has 
idulged  Bennett's  interests  before.  For 
iree  years,  Circus  ran  a  money-losing 
ivision  that  made  radio-controlled  mod- 
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el  airplanes,  a  favorite  hobby  of  the 
chairman.  In  1989,  Bennett  bought  the 
unit  for  $11.5  million  of  his  Circus  stock. 

For  all  the  uproar,  Circus  Circus'  out- 
look is  rosy.  It  rolled  up  a  record  $117 
million  in  net  income  for  the  year  ended 
Jan.  31,  on  revenues  of  $843  million, 
making  it  the  nation's  most  profitable 
gaming  company.  Management  has  done 
a  fine  job  of  keeping  11,000  rooms  in 
Las  Vegas,  Reno,  and  Laugh lin  occu- 
pied. And  the  new  Excalibur  casino,  a 
castlelike  building  with  a  King  Arthur 
theme,  has  been  going  strong  since 
opening  in  1990. 

What  worries  investors  is  that  Circus 
Circus  plans  to  open  its  most  expensive 
project  to  date  in  October:  a  $360  million 
hotel-casino  called  the  Luxor,  which  will 
pack  2,521  rooms  into  a  black-glass  pyr- 
amid hovering  above  the  Las  Vegas 
strip.  Already,  a  ventilation-system  over- 
haul helped  push  the  project  about  10% 
over  its  original  budget.  And  two  rival 
megacasinos  are  coming  on  stream  about 
the  same  time.  With  thousands  of  new 
rooms  vying  for  customers,  Las 
Vegas  will  be  even  more  competi- 
tive. Can  Bennett's  thinned- 
out  management 
team  compete? 

Bennett— one  of 
the  industry's  vi- 
sionaries—has rare- 
ly   stumbled.  A 
Phoenix  native  who 
ran  a  chain  of  Ari- 
zona furniture  stores 
1   in  the  1950s,  Bennett 
!   and  his  partner  Wil- 
liam N.  Pennington 
bought  into  a  dingy, 
365-room  hotel  casino 
called  Circus  Circus  in 
1974.  Bennett  was  the 
first  to  recognize  that 
the   gaming  market 
consisted  of  more  than 
high     rollers.  With 
good,  clean  entertain- 
ment and  cheap  rooms, 
e  figured,  families  and 
noderate-income  gam- 
>lers  would  come  in 
roves.  Circus  had  the 
ntertainment,  including 
trapeze  acts  and  a  baby  elephant 
trained  to  pull  the  handle  on  slot 
machines.  But  to  cut  costs,  the 
duo  had  to  add  management  con- 
trols to  clean  up  operations. 
on  call.  As  the  company  expand- 
ed, Bennett  became  known  as  the 
toughest  operator  in  the  business. 
He's  notoriously  tightfisted— his 
bare-bones  offices  always  have 
lacked  the  glitz  of  other  casino 
companies'— and  he  is  obsessed 
with  detail.  Each  day,  Bennett  re- 
views a  computer  printout  that 


tallies  costs  down  to  how  much  is  spent 
to  stock  the  newsstand.  He  regularly 
walks  the  floor  of  his  casinos  and  even 
eats  at  the  cafeteria  so  he  can  time  the 
service.  He  gives  his  managers  space 
to  operate  but  demands  that  they  work 
extra-long  hours. 

Until  recently,  Bennett  had  been  mak- 
ing noises  about  retiring  with  the  $500 
million  he  has  amassed  through  his  Cir- 
cus Circus  holdings.  With  his  wife,  Sam, 
he  paid  $11  million  in  1989  for  a  seven- 
acre  estate  in  La  Jolla,  Calif.,  where  he 
keeps  two  huge  speedboats.  The  former 
Navy  pilot  also  has  three  aircraft,  in- 
cluding a  biplane,  which  he  has  been 
known  to  fly  in  acrobatic  loops. 
like  A  son.  But  Bennett  was  never 
quite  able  to  let  go.  Two  years  ago,  he 
announced  plans  to  retire  by  1992  and 
anointed  Banis  as  his  successor.  Five 
months  later,  Banis  resigned  after  per- 
sonality conflicts  with  Bennett.  "He  was 
going  around  hiding  things  from  me, 
talking  behind  my  back,"  Bennett  says 
now.  "Maybe  he  thought  he  knew  how 
to  run  a  casino  better  than  me." 

Glenn  Schaeffer's  departure  was  more 
high-pitched.  Bennett  had  hired  Schaef- 
fer, a  onetime  public-relations  executive 
and  former  stockbroker,  in  1984.  While 
Banis  was  a  strong  operator,  Schaeffer's 
forte  was  finance.  Outgoing  where  Ben- 
nett was  press-shy,  Schaeffer  became 
an  articulate  Circus  spokesman  on  Wall 
Street.  When  Banis  left,  few  doubted 
Schaeffer  would  eventually  take  over. 
"He  was  like  Bennett's  son,"  says  hotel 
consultant  Saul  F.  Leonard. 

But  the  two  men  began  bickering  last 
year,  after  Circus  joined  with  Hilton  Ho- 
tels Corp.  and  Caesars  World  Inc.  to 
propose  a  $2  billion  Chicago  casino  com- 
plex. Bennett  wanted  Schaeffer  to  spend 
his  time  learning  casino  operations,  not 
dealmaking  in  the  Windy  City.  As  the 
project  bogged  down— and  Circus'  costs 
neared  $2  million— Bennett  lost  patience. 
He  says  Schaeffer,  who  was  renegotiat- 
ing his  $800,000-a-year  contract,  demand- 
ed more  stock  options  than  the  700, 000 
he  already  had.  Sources  close  to  Schaef- 
fer say  all  he  wanted  was  to  be  named 
successor.  Bennett  refused. 

To  replace  Schaeffer,  Bennett  tapped 
Clyde  Turner,  55,  a  financial  veteran  of 
Mirage  Resorts  Inc.  "I've  wanted  that 
rascal  for  years,"  says  Bennett.  "I  can 
see  him  running  this  company  for  me." 
When?  Bennett  isn't  saying,  exactly:  "I 
don't  imagine  I'll  be  here  in  seven  or 
eight  years.  I'd  rather  be  on  my  boat." 
Turner  isn't  holding  his  breath.  "I'm  sure 
he  will  leave  sometime  in  the  future," 
Turner  says.  "But  he's  running  the  com- 
pany now  just  like  he's  always  run  it." 
All  the  same,  Wall  Street  would  prefer 
that  Bennett  spend  more  time  training 
successors  than  shooing  them  away. 

By  Ronald  Graver  in  Lo.s  Angeles 
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MEDITATION,  THE  NEW  BALM 
FOR  CORPORATE  STRESS 


An  odd  thing  happens 
almost  every  day  at 
consulting  firm  Sym- 
metrix  in  Lexington,  Mass. 
Some  of  its  125  workers  shut 
their  office  doors,  hold  their 
calls,  and  spend  20  minutes 
sitting  quietly,  meditating. 

They  began  doing  this  after 
going  through  a  four-week 
program  in  which  an  instruc- 
tor from  Harvard's  Mind/ 
Body  Medical  Institute  taught 


them  a  variety  of  techniques 
for  relaxation,  including  med- 
itation and  guided  visual  im- 
agery. George  Bennett,  Sym- 
metrix's  CEO,  says  he  signed 
up  his  company  for  the  $3,000 
program  because  employees 
complained  of  being  too 
stressed  out.  "There's  no 
question  employees  who  do 
this  are  more  relaxed,  and 
some  are  even  more  produc- 
tive," he  says.  One  diabetic 


worker  noticed  a  big  health 
benefit:  His  need  for  insulin 
injections  dropped  15%  after 
using  the  relaxation  tech- 
niques for  three  weeks. 

Bennett  is  not  practicing 
some  New  Age  religion  or 
oddball  management  strategy. 
His  approach  to  easing  job 
stress  is  based  on  the  mod- 
ern health-care  principles  of 
mind/body  medicine.  Medita- 
tion, one  of  the  field's  key 


methods,  is  often  use< 
combination  with  ot 
therapies— such  as  e 
cise,  nutrition,  and  sup 
groups— to  deal  wit] 
host  of  problems,  inc 
ing  stress,  heart  dise 
insomnia,  and  anger. 
BEYOND  THE  FRINGE?  C 
panies  such  as  Marri 
Polaroid,  and  Boston 
an  investment  firm, 
all  offered  mind/b 
training  to  their  emp 
ees.  Adolph  Coors  Co 
one  of  the  most  exten 
"wellness"  programs 
where,  with  a  separ 
building  and  a  full-ti 
staff.  Among  its  many 
vices,  the  program 
bines  meditation,  nutrit 
and  exercise  to  help  tr 
any  ailment.  "The 
way  to  control  health-c 
costs  is  to  prevent  cc 
from  occurring  in  the  £ 
place,"  says  Chairman  \ 
Ham  Coors,  who  hunt 
meditates  regularly 

The  field  is  still  com 
ered  fringe  medicine 
some  quarters— nota 
the  insurance  indust 
But  mind/body  techniqi 
are  making  inroads  i: 
the  business  world  ba 
largely  on  new  credibi 
gained  from  recent  sci 
tific  studies  that  sugg 
strong  links  between  m 
tal  attitudes  and  physi 
health. 
At  Stanford  University 
psychiatrist  has  used  medi 
tion,  hypnosis,  and  gro 
therapy  for  women  with 
vanced  breast  cancer— help 
to  prolong  their  lives  by 
average  of  18  months,  co 
pared  with  women  who 
not  receive  the  treatme 
Another  report,  published 
the  journal  Lancet  by  the  P 
ventive  Medicine  Research 
stitute  in  Sausalito,  Cal 
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ved  that  yoga  and  medita- 
used  in  conjunction  with 
w-fat  diet,  can  reverse 
I  disease.  Scores  of  other 
ies  document  a  relation- 
— still  not  well  under- 
d— between  thought  pat- 
s  and  the  immune  system. 
IS  WORD.  Specialists  say 
>ne  can  use  meditation  to 
with  workday  and  per- 
il stress,  whether  their 
pany  has  a  formal  pro- 
n  or  not.  A  key  is  getting 
body  and  the  mind  to  re- 
;ompletely  for  a  few  unin- 
upted  minutes.  In  the 
s,  Dr.  Herbert  Benson  de- 
ped  the  "relaxation  re- 
ise,"  which  can  be  elicited 
ny  time  with  two  types 
lental  focusing— repetition 
a  single  thought  or 
ise  and  disregarding  other 
ghts. 

3  assist  in  the  process, 
should  sit  quietly,  in  a 
fortable  position,  with 
j  eyes  closed,  relaxing 
■  muscles  and  breathing 
ly.  If  you've  never  medi- 
d  before,  you  may  need 
:tice.  A  problem  for  be- 
lers  is  that  various 
ghts  may  break  their  con- 
ration.  If  that  happens, 
t  get  anxious;  just  shrug 
f  and  gently  return  to  the 
jtition  of  the  focus  word, 
.lly,  you  should  meditate 


JOB  STRESS?  SHUT  THE  DOOR  AND. 


►  Pick  a  calming  focus 
word,  phrase,  image,  or 
prayer.  (Example:  ocean) 

►  Sit  quietly  in  a  com- 
fortable position,  such  as 
up  straight  with  your 
hands  in  your  lap. 

►■  Close  your  eyes  or  fo- 
cus on  a  single  object. 

►  Relax  your  muscles. 

►  Breathe  slowly  and 
naturally,  repeating  your 
focus  word. 


►  Assume  a  passive  atti- 
tude. Do  not  worry  about 
how  well  you  are  doing. 
When  other  thoughts 
come  to  mind,  simply  say 
to  yourself,  "Oh  well," 
and  gently  return  to  the 
repetition. 

►  Continue  the  medita- 
tion session  for  10  to  20 
minutes. 

►  Practice  the  technique 
once  or  twice  daily. 


DATA:  fflf  WHIJ/BS  BOOK,  BY  DR  HERBERT  BENSON 


once  or  twice  a  day  for  at 
least  10  minutes  a  session.  If 
you  want  to  do  it  at  work,  it 
helps  if  you  have  a  private 
office  with  a  door  you  can 
close,  but  you  can  also  try  it 
in  a  quiet  corner  of  the  cafe- 
teria or  outside  on  a  bench 
during  lunchtime. 

If  you  own  a  business  and 
want  to  promote  the  benefits 
of  meditation  and  other  relax- 
ation techniques  to  your 
workers— or  if  you  just  want 
to  learn  more  for  yourself— 
you  can  turn  to  several 
sources.  Dr.  Benson's  Mind/ 
Body  Medical  Institute  (617 
632-9525)  at  Boston's  Deacon- 


ess Hospital  gives  guidance 
and  holds  training  sessions, 
starting  at  about  $300  for  in- 
dividuals and  running  into  the 
thousands  for  customized  cor- 
porate programs. 
STATE  OF  THE  ART.  Another  re- 
source is  the  Stress  Reduc- 
tion Clinic  (508  856-1616)  at 
the  University  of  Massachu- 
setts Medical  Center,  which 
conducts  an  eight-week  pro- 
gram for  $365  per  person. 
This  clinic  specializes  in  some- 
thing called  "mindfulness  med- 
itation," which  is  based  on  a 
Buddhist  approach.  The  tech- 
nique teaches  people  to  react 
calmly   to   their  thoughts, 


whether   pleasant   or  not. 

Some  insurance  companies 
offer  stress-reduction  semi- 
nars, meditation  classes,  or 
other  mind/body  approaches 
to  preventive  medicine.  And 
many  health  clubs  and  private 
practitioners  teach  meditation 
and  yoga,  as  do  self-help 
books  and  tapes. 

A  good  source  of  practical 
information  on  the  topic  is  a 
new  book  called  Mind/Body 
Medicine  (Consumer  Reports 
Books,  $24.95).  Articles  from 
leading  scientists  describe  the 
state  of  the  art  in  this  field, 
and  there  is  a  long  list  of  re- 
sources for  people  with  specif- 
ic concerns.  Healing  and  the 
Mind,  by  Bill  Moyers  (Dou- 
bleday,  $25)  offers  an  engag- 
ing narrative  based  on  a  re- 
cent PBS  series.  The  book 
describes  techniques  used  in 
major  U.  S.  hospitals  and  in 
China. 

People  who  have  the  most 
success  with  meditation  make 
a  point  of  incorporating  it  into 
their  daily  routines,  whether 
at  home  or  on  the  job.  That 
way,  it  becomes  second  na- 
ture. So  if  your  boss  blind- 
sides  you  at  5  p.m.  with  a 
20-page  report  that's  due  to- 
morrow, you  have  a  better 
chance  of  staying  calm  and 
keeping  your  blood  pressure 
down.  Geoffrey  Smith 


HE  MANTRA  IN 

KE  GREY  FLANNEL  SUIT 


m  sitting  in  an  antique 
hair  in  State  Street  Bank 
lirman  Marshall  Carter's 
ng  room  on  a  Sunday 
srnoon.  My  back  is 
light,  my  eyes  are  closed, 
I  my  hands  are  folded  in 
lap.  My  mind  is  focused 
a  single  word,  "relax," 
ich  I  repeat  to  myself  over 
1  over. 

\round  me  are  a  dozen 
)s  of  large  Boston  compa- 
s  and  their  spouses,  who 
sitting  on  couches,  chairs, 
1  even  on  the  floor.  Their 
;s  are  closed,  their  hands 
!  folded,  and  they  are 
sathing  slowly  and  rhyth- 
:ally.  One  person  is  stand- 


ing: Dr.  Alice  Domar,  an  as- 
sistant to  Dr.  Herbert  Ben- 
son, Harvard  medical  school's 
top  mind/body  specialist.  She 
is  leading  us  in  a  10-minute 
exercise  to  elicit  what 
Benson— who  is  also  pre- 
sent—calls the  "relaxation 
response." 

RELAXATION  BREAK.  When 

the  exercise  is  over,  there 
is  a  consensus  among  the 
group:  It  works.  Carter 
says  that  after  two  tours 
as  a  marine  in  Vietnam, 
he  doesn't  easily  get 
stressed  by  mere  bank- 
ing, but  the  exercise  defi- 
nitely made  him  feel 
more  relaxed. 


David  Perini,  chairman  of 
Perini  Construction  Co.,  one 
of  New  England's  largest 
builders,  has  been  meditat- 
ing for  years  but  didn't  know 
it  could  be  used  as  a  tool 
for  managers.  He  says  that 
he  will  consider  hiring  Ben- 
son to  work  with  his  senior 
staff  at  an  upcoming  retreat. 
On  the  other  hand,  Nader 


Darehshori,  chairman  of  pub- 
lishing house  Houghton  Mif- 
flin Co.,  remarks  that  he  isn't 
quite  prepared  to  have  his 
entire  staff  close  their  doors 
for  20  minutes  a  day  to  med- 
itate, but  he's  going  to  rec- 
ommend Benson's  program 
for  some  of  his  senior  execu- 
tives who  work  14-hour  days. 
"They  could  definitely  use 
something  like  this,"  he 
says. 

Benson  says  that  chief 
executives  don't  always 
understand  his  message. 
"Many  think  it's  part  of 
their  job  to  cause  stress, 
not  to  relieve  it,"  he  ob- 
serves. But  his  sales 
pitch  goes  over  pretty 
well  at  this  Sunday  af- 
ternoon gathering:  Three 
companies— and  several 
CEOs'  spouses— sign  up 
with  Benson.  G.  S. 
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Autos 


A  COUPLE 
OF  HUNKS  ON 
THE  ROAD 


When  car  shopping 
starts  to  sound  as 
dull  as  a  fat -free 
diet,  it  may  be  time  to  consid- 
er some  muscle-bound  excite- 
ment. General  Motors  is 
weighing  in  with  new  ver- 
sions of  a  familiar  pair  of 
muscle  cars:  the  Chevrolet 
Camaro  Z28  and  the  Pontiac 
Firebird  Formula.  CM  hopes 
these  racy  entries  will  win 
over  buyers  before  Ford  in- 
troduces its  overhauled  Mus- 
tang this  winter. 

Camaro  and  Firebird  look 
and  act  like  they're  built  for 
speed.  They're  big,  with  huge 
front  seats  and  deep  trunk 
wells.  They're  noisy:  The 
Corvette's  modified  5.7-liter 
V<S  engine  and  exhaust  growl 
loudly.  And  they  look  mean, 
thanks  to  a  68-deecree  angled 


windshield  and  a  wide 
body  resting  on  16-inch 
aluminum-rimmed  per- 
formance tires. 

With  all  their  pow- 
er comes  the  tradition- 
al, albeit  softened, 
spine-jarring  ride  and 
the  slippery  handling 
in  bad  weather  com- 
mon to  rear-wheel- 
drive  cars.  Both  cars 
are  in  desperate  need 
of  traction  control,  and 
neither  will  get  it  until 
1994.  And  with  no  con- 
vertibles until  next 
year,  buyers  might  jus- 
tifiably decide  to  wait. 
LESS  FANCY.  Sophisti- 
cates accustomed  to 
the  rival  Dodge  Stealth 
and  Nissan  300ZX  may 
be  disappointed  by 
GM's  lack  of  interior 
charm.  The  various 
control  knobs  don't  compare 
to  the  fancy,  digital  gadgets 
on  the  imports.  Amenities 
such  as  a  push-button  gas 
tank  opener  are  absent. 

Both  ears  do  sport  a  bet- 
ter front  suspension  and  a 
dent-resistant  body.  The  cars 


corner  remarkably  well; 
zipping  and  zagging  on 
the  freeway  is  fun  in  these 
beasts.  GM  has  improved  chas- 
sis stiffness  20%  to  eliminate 
customary  shakes  and  rattles. 
But  it  stuck  with  a  rear-axle 
suspension   that   lacks  the 


sureness  of  indepei 
dent  suspensions.  Tf 
speedsters  could  ta\> 
some  cues  from  Ford 
$15,175  front-whee 
drive  Probe  GT,  whic 
is  way  ahead  in  ric 
and  handling. 

The  Z28  starts  i 
$1(5,799  and  the  Fornn 
la  at  $17,995.  Standai 
features  include  si: 
speed  manual  transmi 
sion,  dual  airbags,  ai 
conditioning,  four-whe 
antilock  brakes,  an 
AM/FM  cassette  radi 
The  base  model 
$13,399  and  $13,99, 
have  V6  engines. 

Buyers  will  find  on 
aesthetic  difference 
between  the  Carnal 
and  the  Firebirj 
For  example,  tl 
Firebird  has  pop-i 
headlights,  a  poir 
ier  snout,  a  t 
pered  middle,  and  a  rear  spc 
er.  These  are  American  mi 
cle  cars  through  and  throu^ 
When  their  engines  rev  u 
they  seem  to  say,  "Hasta 
vista  baby."        Greg  Bowe 


STILL  A  SPINE- 
JARRING  RIDE 


ewspaper  publishing 
I  stocks  have  few  friends 
on  Wall  Street.  They  have 
treaded  water  since  the  New 
Year,  and  most  now  trade  be- 
low the  prevailing  price-earn- 
ings ratio— 26— for  the  Stan- 
dard and  Poor's  400-index  of 
industrial  stocks.  That's  quite 
a  comedown  for  the  group, 
which  usually  trades  at  a  26% 
or  better  premium  to  the 
market's  p-e.  Are  newspaper- 
stocks  dogs?  Or  are  they  that 
Wall  Street  grail— an  "under- 
appreciated stock." 

Well,  some  contrarians 
are  betting  newspaper 
stocks  will  be  winners  in 
the  months  ahead.  The 
theory  is  that  advertising 
is  at  last  on  the  upswing, 
abetted  by  a  reviving 
economy.  For  the  most 
part,  the  newspaper  "sto- 
ry" has  been  ignored,  or 
underplayed,  by  all  but  a 
few  brokerage  house  ana- 
lysts. "We've  seen  some 
convincing  evidence  that 
lineage  has  bottomed  out 
and  is  turning  up,"  says 
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ON  WALL  STREET,  THE  PRESS 
IS  GETTING  GOOD  PRESS 


Michael  Hoover,  an  analyst 
at  U.  S.  Trust,  where  portfo- 
lio managers  are  accumulat- 
ing newspaper  stocks. 
STRONG  SHOWING.  Lucrative 
classified  advertising  began 
to  bounce  back  in  1992.  At 
Gannett,  classifieds  bottomed 


SOME  PAPERS 
TO  PONDER 


Company 

Price  Price/ 
4/26/93  Earnings* 

Est.  1993 
earnings 
growth 

DOW  JONES 

31  % 

25 

9.0% 

GANNETT 

52% 

21 

15.0 

KNIGHT- 
RIDDER 

57% 

22 

4.0 

LEE  ENTERPRISES  29% 

17 

20.1 

TRIBUNE  CO 

54  ■ 

27 

44.2 

'  For  past  1 2  months 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC., 
ZACKS  INVESTMENT  RESEARCH 


a  year  ago  and  gained  6%  in 
January,  10%  in  February, 
and  1.5%  in  March— a  strong 
showing.  Hoover  points  out. 
Display  ads  began  to  recover 
shortly  thereafter.  Analysts 
have  been  generally  unmoved 
by  the  group's  ad  recovery 
and  strong  financial  posi- 
tion. But  some  are  com- 
ing around.  "This  indus- 
try has  been  through 
some  really  tough  times, 
yet  they've  done  a  good 
job  of  cutting  costs,  re- 
ducing debt,  and  gener- 
ating cash,"  says  Robert 
Nelson,  an  analyst  at 
Standard  &  Poor's. 

Once  ad  lineage  recov- 
ers, profits  should  surge 
because  of  newspapers' 
pricing  power— a  byprod- 
uct of  their  monopoly  po- 


sition in  many  areas.  Mos 
forecasters  see  big  gains  i 
'93  except  at  Knight-Ridde 
where  a  recent  acquisitic 
has  hurt  earnings.  Overal 
says  Cornelius  Sewell,  wl 
follows  newspaper  stocks  f< 
Argus    Research,  profi 
should  rise  15%  in  1993-f: 
better  than  1992's  10%  gain 
Sewell  thinks  share-prii; 
gains  will  be  healthiest  in  til 
stocks  that  were  hurt  mo 
in  1990  and  1991.  His  two  i] 
vorites  are  Times  Mirrc 
publisher  of  the  Los  Angel- 
Times,  and  Dow  Jones,  pu 
lisher  of  The  Wall  Street  Jm 
rial,  where  ads  are  reboun 
ing.  Other  safe  bets  are  coi 
panies  with  strong  franchis 
in  a  broad  array  of  markc 
Apart  from  Gannett,  t!i 
include  Knight-Ridder,  M 
west  newspaper  chain  L 
Enterprises,  and  the  Tribu- 
Co.,  publisher  of  the  Chko 
Tribune.  With  rising  nev 
print  prices  a  perennial  pre 
lem,  the  Tribune  Co.'s  pa] 
mills  provide  an  additioi 
benefit.  Gary  Wt 
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For  the  cost  of  an 
average  meal  out,you  can 
feed  10  hungry  people. 


Last  year,  United  Way  agencies  helped  serve  over  417,000 
nourishing  meals  to  our  area's  hungry  for  about  $2.60  a  plate.  This  year  the  need 
is  even  greater  and  your  contributions  more  crucial.  Please  help. 


w 

The  United  Way 

Thousands  need  us.  We  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 
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^    USE  YOUR 
PHONE  TO  SOLVE 
A  DRUG  PROBLEM. 


1-800488-DRUG 


To  prevent  and  fight  drug  abuse, 
you  need  the  facts.  You  can  get  them 
from  us. 


the  American 
Council 

for  Drug 

Education 

Fight  drug  abuse  ivith  facts. 


jal 


Ci 


The  American  Council  For  Drug  Education 
is  a  nonprofit  organization 
dedicated  to  informing  the 

public  about  the  health  hazards 
of  drug  use. 

Call  for  more  information  and  a 
free  catalog  of  educational 

materials  for  children, teenagers  and  adults. 
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f  o  you've  put  off  buying 
|  the  kids  a  computer. 
"  But  the  neighbors  have 

And  your  kids'  school 
move  PCs  into  the  class- 
i  this  fall.  Face  it,  the  mo- 
t  of  reckoning  has  come. 

your  children  are  using 
brand  at  school  and  are 
liar  with  the  software  and 
machine,  you  might  want 
same  type  of  computer. 
:rwise,  there's  scant  dif- 
lce  between  the  capabil- 

of  IBM-type  PCs  and  the 
le  Macintosh.  Both  now 
■  color  displays  and  easy- 
;e  operating  software  and 
versions  of  many  popular 
ational  programs. 
>u  should  choose  a  PC 

at  least  4  megabytes 
nemory,  120  mega- 
s  of  disk  storage,  so 

can  add  plenty  of 
rare,  and  a  graphical 
ating  program,  such 
Microsoft  Windows. 
•  IBM-type  machine 
need  VGA  graphics  to 
most  software. 

SOME  COLOR.  For 

le  reading,  math,  and 
ing  programs,  a  PC  with 
k  &  white  display  costs 
tile  as  $600  new.  Basic 
lines  also  can  handle  an 
>rtant  but  neglected  com- 
r  skill:  programming.  For 
hing  a  child  to  think 
ugh  a  problem,  writing 
ile  programs— say,  to  cal- 
te  the  savings  account 
■est  needed  to  buy  a  new 
-will  be  much  more  stim- 
ng  than  drill-and-practice 
ages. 

)r  most  families,  a  color 
itor  is  the  smarter  choice, 
er,  graphical  high-school- 
1  software  now  assumes 
lor  display.  Color  also  is 
for  painting  programs 


Computers 

BUYING  A  COMPUTER  FOR  YOUR 
KID  IS  CHILD'S  PLAY— ALMOST 


that  can  teach  first-graders 
computer  basics. 

A  color  PC  will  set  you 
back  $1,000  to  $1,500  for  an 
IBM  type  and  about  $1,500  and 
up  for  a  Macintosh.  If  price 
is  an  issue,  second-hand  PCs 
are  available  through  news- 
paper ads  or  the  Boston  Com- 
puter Exchange  (617  542-4414). 

If  the  machine  is  for  a 


M 


ACHINES  WITH 
SOUND,  COLOR, 


AND  MULTIMEDIA 
DISPLAYS  CAN  TEACH 
THE  BASICS  AND  MORE 


high-schooler,  consider  a  built- 
in  CD-ROM  player  and  sound 
capability.  These  multimedia 
PCs  run  encyclopedia,  music- 
appreciation  (with  music),  and 
atlas  programs.  Tandy's  Sen- 
sation is  a  great  soup-to-nuts 
machine  for  $2,000.  If  pur- 
chased separately,  CD-ROM 
players,  such  as  the  Apple 
CD-300,  cost  about  $700,  with 
several  programs.  On  most 
PCs,  sound  usually  costs  ex- 
tra. The  Thunder  Board  from 
Media  Vision  is  a  steal  at  $80. 

Sound  is  even  beginning  to 
be  required  in  software  pack- 
ages geared  to  elementary 
students.  Kid  Works  2  for  the 
Mac,  $80  from  Davidson  Asso- 


ciates, will  "read"  stories 
created  on  the  word  process- 
ing and  painting  program, 
helping  kids  learn  spelling  and 
pronunciation  while  inventing 
their  own  fairy  tales. 
THE  WORLD  OF  PAW.  Once 
you've  got  a  machine,  one  of 
the  first  software  purchases 
should  be  a  touch-typing  pro- 
gram. "Typing  is  the  only  way 
for  kids  to  get  words  out 
of  their  heads  as  fast  as 
they  think  them  up,"  says 
Diana  Nunnaley,  director 
of  the  Maynard  (Mass.)- 
based  Chapter  1  Comput- 
er Center,  which  advises 
elementary  schools.  For 
third-graders  and  up,  try 
Microtype,  The  Wonder- 
ful World  of  Paws  (South- 
western; $35).  Mavis  Bea- 
con Teaches  Typing 
(Software  Toolworks;  $35) 
is  a  good  advanced  trainer  for 
ages  12  to  adult. 

One  of  the  neatest  packag- 
es for  learning  to  use  a  com- 
puter is  the  Broderbund  Soft- 
ware painting  program  called 
Kid  Pics  (about  $40).  It's  so 
simple  that  kids  as  young  as  5 
can  be  drawing  in  minutes. 
Teens  appreciate  the  sophisti- 
cated graphics  called  "clip  art." 
Beyond  the  artistry,  Kid  Pics 
is  a  great  way  to  introduce 
pull-down  windows  and  the 
mouse,  at  the  heart  of  run- 
ning advanced  programs. 

The  next  step  is  to  encour- 
age programming  skills.  The 
boom  in  packaged  software 
has  taken  away  the  joy  of 


writing  programs,  says  Russ 
Walter,  author  of  the  primer 
The  Secret  Guide  to  Computers 
($15;  617  666-2666). 

Programming  software 
teaches  more  about  comput- 
ers than  mere  game  playing. 
One  of  the  liveliest  packages 
is  LOGO,  with  separate  $100 
versions  available  from  Har- 
vard Associates  and  Terrapin. 
It  lets  children  write  pro- 
grams teaching  an  on-screen 
turtle  to  walk.  For  older  kids, 
PCs  include  the  easy-to-learn 
Basic  programming  language 
with  most  operating  systems. 

For  a  catalog  of  some  200 
educational  programs,  many 
at  30%  off  retail  list  prices, 
call  the  Learning  Advantage 
(800  524-2468).  Its  staff  also 
will  search  for  hard-to-find 
programs  and  provide  insights 
into  popular  programs. 

So  get  over  your  compu- 
terphobia  and  act.  You  might 
discover  you  have  the  next 
Bill  Gates  living  just  down 
the  hall.      Gary  Me  Williams 


Worth  Noting 

■  KIDS  AND  CASH.  Teach  your 
children  the  value  of  a  dollar 
with  books,  tapes,  and  games 
from  The  National  Center  for 
Financial  Education's  catalog. 
Send  $1  to  ncfe  Money-Book 
Store  Catalog,  P.O.  Box  34070, 
San  Diego,  Calif.  92163. 

■  tourist  tips.  For  travel 
info  from  the  source,  the  Inter- 
national Association  of  Conven- 
tion &  Visitor  Bureaus  offers  a 
12-page  booklet  listing  local 
tourism  offices,  many  with  toll- 
free  numbers.  Send  a  self-ad- 
dressed stamped  envelope  to 
IACVB  Directory,  P.  O.  Box 
6690,  Champaign,  111.  61826. 
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The 
Time 
Has 
Gome... 

...to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low-cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children,  cars, 
health,  and  federal 
benefits. 

Don't  waste  another 
minute,  send  today  for 
the  latest  free  Catalog 
and  a  free  sample 
booklet.  Send  your 
name  and  address  to: 

Consumer 
Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U  S  General  Services  Administration. 
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Editorials  j 

PRESIDENT  CLINTON'S  NEXT  100  DAYS 

BjfljHI iic  second  100  days  of  the  Clinton  Administration  has 
[begun.  Despite  the  early  highs  and  recent  lows  of  the 
H  first  period,  the  defining  moment  is  yet  to  come.  The 
past  weeks  have  not  been  encouraging.  The  financial  mar- 
kets, which  rallied  in  the  early  weeks  of  the  Administration, 
are  signaling  uncertainty.  And  the  real  economy  appears  to 
be  weakening,  as  concerns  rise  about  what  comes  next  out 
of  Washington. 

For  the  Clinton  Administration,  it's  time  to  regroup  and 
refocus.  The  White  House  seems  to  have  dissipated  the  good 
will  and  political  capital  built  up  with  the  unveiling  of  Clin- 
ton's long-term  economic  program.  Initially,  the  President's 
courage  in  looking  the  deficit  monster  in  the  eye,  after  years 
of  Washington  denial,  was  refreshing.  His  promise  to  pare 
government  spending,  however  modest,  was  welcomed.  An 
inspired  State  of  the  Union  address  helped  boost  the  Presi- 
dent's poll  standings  and  win  congressional  passage  of  his 
budget  resolution  in  record  time. 

But  now,  Clinton's  economic  strategy  is  in  serious  trouble. 
The  stunning  Republican  defeat  of  his  stimulus  package  calls 
into  question  the  President's  leadership.  Health-care  reform, 
wrapped  in  secrecy,  appears  to  be  growing  in  size  and  ex- 
pense. Early  business  supporters  now  cower  under  the  drum- 
beat of  new  taxes,  regulations,  and  mandates  that  emanate 
from  every  corner  of  the  Administration,  from  Health  &  Hu- 
man Services  to  the  Labor  Dept. 

What's  wrong?  The  President  has  lost  his  focus.  In  his  first 
100  days,  Clinton  unveiled  proposals  on  gays  in  the  military, 
abortion  rights,  the  environment,  national  service,  school  and 
labor-law  reforms.  All  the  while,  his  health-care  planners 
were  cobbling  together  a  sweeping  package  that  could  cost 
up  to  $150  billion  and  require  a  broad  new  array  of  taxes. 

In  his  first  100  days,  Clinton  also  lost  touch  with  voters. 
Some  43%  of  them  put  him  in  office  largely  out  of  economic 
anxiety.  Corporate  layoffs  and  the  loss  of  health  benefits 
were  particular  worries.  The  election  provided  no  mandate 
for  massive  social  engineering  or  huge  tax  increases— only 
one  for  spending  cuts.  That's  why  the  Republicans  had  pub- 

lie  opinion  behind  them  when  they  outmaneuvered  Clint( 
So  what  should  be  done?  Here  are  four  suggestions  to 
gain  the  momentum: 

■  Reread  the  Reagan  script.  Ronald  Reagan  swept  t 
right's  social  agenda  off  the  calendar  in  his  first  year  to 
cus  on  his  tax  cuts  and  defense  buildup.  Clinton  has  forg 
ten  this  lesson.  He  must  reorder  his  priorities  and  limit 
legislative  goals.  The  first  year  should  concentrate  on  c 
ting  the  deficit  and  boosting  long-term  economic  growth. 

■  Scale  back  the  health-reform  package.  As  Senator  D; 
iel  P.  Moynihan  (D-N.Y.)  recently  told  BUSINESS  WEEK,  1 
overriding  principle  of  health-care  reform  should  be:  "Fit 
do  no  harm."  More  than  180  million  Americans  have  g( 
health  benefits.  They  don't  want  to  lose  them  or  the  abil 
to  choose  their  own  doctors.  Some  37  million  others  go  l 
covered,  many  because  they  are  temporarily  unemployed.  1 
goal  in  reform  is  to  get  a  grip  on  cost,  extend  coverage,  a 
provide  incentives  for  savings.  That  does  not  translate  ii 
a  popular  mandate  to  radically  redo  the  health  system.  I 
cause  of  its  complexity,  reform  should  be  submitted  to  C< 
gress  well  after  the  budget  is  buttoned  up. 

■  Watch  out  for  special  interests.  Despite  his  talk  about  1 
ing  a  "New  Democrat,"  the  President  has  doled  out  plum  j( 
to  interest-group  partisans  and,  intentionally  or  not,  appe; 
to  embrace  much  of  the  left's  cultural  agenda.  Unless  he  del 
onstrates  his  independence  from  these  groups,  his  hold  i 
moderates  and  independents  could  be  fatally  weakened.  1 

■  Treat  the  market  with  respect.  New  Democrats  suppfl 
edly  believe  that  markets  deliver  services  far  more  efficiea 
ly  than  government  bureaucracies  do.  Clintonites  have  ym 
to  show  that  they  understand  how  regulatory  mandates  m 
undermine  their  goal  of  spurring  investment. 

Bill  Clinton's  encyclopedic  interests  and  questing  inte 
gence  are  leading  him  to  try  to  do  too  much  too  soon.  W 
timely  adjustments  and  a  return  to  basics,  he  still  can  del 
er  the  shining  promise  of  his  Presidency.  Supporters  say  h 
incapable  of  sustained  error.  Now  is  the  time  for  the  Pre 
dent  to  prove  them  right. 

A  HEARTENING  VOTE  IN  RUSSIA 

HI  or  the  third  time  in  four  years,  the  Russian  people  cast 
■1  their  ballots  for  democracy  and  free  markets.  On  Apr. 
H    25,  they  voted  beleaguered  President  Boris  Yeltsin  a 
clear  mandate,  rebuffing  an  obstructionist  Parliament  and  back- 
ing painful  economic  reforms. 

In  so  doing,  the  Russians  showed  up  Western  observers 
who  believe  they  still  harbor  a  serflike  need  for  authority. 
Instead,  they  rejected  the  racist  appeals  of  xenophobic  fas- 
cists and  the  promises  of  Communist  holdovers  in  Parliament. 

That  isn't  to  say  Russia  is  out  of  the  woods.  Yeltsin  failed 
to  get  enough  votes  to  call  new  elections  for  Parliament.  So 
there's  little  chance  Parliament  will  approve  his  new  draft 

constitution  that  provides  for  a  strong,  Western-style  g< 
ernment.  Yeltsin  needs  that  constitution  to  push  such  k 
reform  measures  as  private  land  ownership,  factory  priv 
ization,  and  control  of  the  money  supply. 

The  West  should  be  heartened  by  this  vote.  Western  ho{ 
for  peace  and  prosperity  in  this  decade  rely  on  the  nonv 
lent  transformation  of  the  former  Soviet  Union.  Yeltsin  is 
ready  helping  out  on  the  diplomatic  front.  Just  two  days 
ter  the  Russian  referendum,  Yeltsin  solidly  backed  Westel 
steps  to  end  Serbian  carnage  in  Bosnia.  It  is  in  the  interei? 
of  the  West  to  keep  up  the  momentum  toward  democra 
and  a  market  economy  in  Russia. 
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that  scientific  really.  Sound        object.  Makes  sense,  doesn't  it? 


We  also  added  large  amounts  of 


ves  travel,  depending  on  the  That's  why  the  Lexus  ES300        sound-insulating  materials  in  the  roof, 

dr.  anvwhere  from  700  to  1.200        comes  with  layer  upon  layer  of  sound-        center  pillar  and  hood  -  as  well  as  in 


per  hour.  But  thev  slow  down  dampening  materials  built  into  the 
derably  when  hit  with  a  hard        inner  panels  ol  the 

cabin  -  to  help  keep 
outside  sounds  precisely 
where  they  belong.  Outside 


the  dashboard  and  floor  panels. 

There  are  even  in- 
novative liquid-filled 
bushings  in  the  suspen- 
sion system,  and  double  door 


More  specifically,  we  designed        seals  to  help  keep  the  quiet  cabin  of 


a  unique  steel-asphalt-carbon-resin        the  ES300  very,  very  quiet. 


sandwich  that  works  to  absorb  sound 


Of  course,  from  where  you're 


vibration.  The  type  of  vibration  that  sitting,  this  will  undoubtedly  sound 
enjoys  traveling  extremely  long  dis-        excessive.  But  from  behind  the  wheel, 


tances  just  to  interrupt  an  otherwise  it  will  sound  quite  nice, 
peaceful  drive.  You  know  the  type. 


V.  '  Tiw  Relentless  Pursuit ' '/  Perfection. 


ley  all  speed  lau  s,  h,n  m,,rr  information,  rail  800-872-5398  (800-USA-LEXUS). 


To  us,  they  lookvery  different. 


No  matter  how  similar  they  may  appear,  every  child 
is  unique.  Each  has  different  interests,  different  abilities 
».S-U]W|    and  a  different  way  of  learning.  With 


children  to  learn  at  their  own  pace,  in  their  own  way. 
Apple  Macintosh5  personal  computers  work  in  a  simple, 
intuitive  fashion,  so  any  student  of  any  age  can  learn 
to  use  one  quickly  and  easily.  Macintosh  also  runs  a 
vast  library  of  interactive  software  that  takes  advantage 
of  its  unique  sound  and  graphics  capabilities  -  giving 
teachers  exciting  new  ways  to  stimulate  curiosity,  encour- 
age exploration  and  meet  the  individual  needs  of  each 
student.  At  Apple,  we're  working  with  educators  to  prepare 
students  for  the  most  important  test  of  all:  their  future. 


pple       Learning  Solutions 


jPf^  flexible,  adaptable  tools  that  allow 
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PRODUCTION 

Chonge  from  last  week:  -0.2% 
Change  from  last  year:  3.6% 


1967=  100  (four-week  moving  average) 
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Change  from  last  year:  3.8% 
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The  production  index  continued  to  slip  during  the  week  ended  Apr,  24  On  a 
seasonally  ad[usled  basis,  output  levels  of  steel,  autos,  trucks,  crude-oil  refining, 
paper,  and  lumber  all  increased  Poperboard  and  coal  production  declined,  while 
rail-freight  traffic  and  electric  power  output  were  unchanged  from  the  previous  week 
Before  calculation  of  the  four  week  moving  average,  the  index  rose  to  184  4,  from 
the  prior  week's  reading  of  183  7 

BW  production  index  copyright  1993  by  McGrow-Hill  Inc 


The  leading  index  was  flat  during  the  week  ended  Apr.  24,  but  the 
unaveraged  performance  does  not  augur  well  for  the  economy  Lower  stock  price 
jump  in  the  number  of  business  failures,  and  deteriorating  growth  rates  for  mate 
prices,  M2,  ond  real  estate  loans  were  all  negative  signs  this  week.  The  c 
positive  signal  came  from  lower  bond  yields.  So,  before  calculation  of  the  four-w 
moving  average,  the  index  dropped  to  213.2,  from  215.2  in  the  previous  week 
Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 


IMMIHMEElEEgil 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (5/l)thous.  of  net  tons 

1,824 

1,849# 

1.2 

AUTOS  (5/1)  units 

133,701 

130,333r# 

2.0 

TRUCKS  {5/1)  units 

101,080 

104,222r# 

19.1 

ELECTRIC  POWER  (5/1 )  millions  of  kilowatt-hours 

51,728 

51,559# 

-0.2 

CRUDE-OIL  REFINING  (5/1) thous  ofbbl./day 

13,647 

13,678# 

3.1 

COAL  (4/24)  thous.  of  net  tons 

18,732# 

18,833 

2.9 

PAPERB0AR0  (4/24)  thous  of  tons 

782  IK 

831  7r 

-1.6 

PAPER  (4/24)  thous.  of  tons 

797, 0# 

784  Or 

2.7 

LUMBER  |4/24)  millions  of  ft 

463, 6# 

449  1 

-7.2 

RAIL  FREIGHT  (4/24)  billions  of  ton-miles 

21.3# 

21.1 

6.0 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept  .  American  Paper  Institute,  WWPA1,  SFPA',  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/5) 

110 

112 

132 

GERMAN  MARK  (5/5) 

1  58 

1.59 

1.63 

BRITISH  POUND  (5/5) 

1.57 

1.57 

1.80 

FRENCH  FRANC  (5/5) 

5.32 

5.37 

5.50 

CANADIAN  DOLLAR  (5/5) 

1  28 

1.27 

1  20 

SWISS  FRANC  (5/5) 

1.42 

1.44 

1.51 

MEXICAN  PESO  (5/5)' 

3.095 

3.075 

3  089 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar,  exce 
pound  expressed  in  dollars 

3t  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (5/5)$/troyoz 

354  250 

349.700 

5.2 

STEEL  SCRAP  (5/4)  n  1  heavy,  $/ton 

106  50 

106.50 

13  3 

FOODSTUFFS  (5/4)  mde.,  1967  100 

205  0 

205  6 

0.8 

COPPER  (5/1 )  c/lb 

89.3 

90.1 

-14,0 

ALUMINUM  (5/1 )  c/lb 

52  0 

51.8 

-14.0 

WHEAT  (5/1)  #2  hard,  $/bu. 

3  37 

3  56 

-14.0 

COTTON  (5/1)  strict  low  middling  1-1/ 1  6  in  ,  C/lb. 

56  03 

56  56 

-0.9 

Sources:  London  Wednesday  final  selling,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 


1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Ch.j. 
peaii 

STOCK  PRICES  (4/30)  S&P  500 

437.73 

442.54 

CORPORATE  BOND  YIELD,  Aaa  (4/30) 

7.40% 

7.34% 

INDUSTRIAL  MATERIALS  PRICES  (4/30) 

97.2 

97.3 

BUSINESS  FAILURES  (4/23) 

391 

332r 

REAL  ESTATE  LOANS  (4/21)  billions 

$394  4 

$396.9 

MONEY  SUPPLY.  M2  (4/l9)b  3ns 

$3,468  3 

$3,477, 7r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/i7)thous. 

356 

333r 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1  980=1  00),  Dun  &  t 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  a< 
data  on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Cht 
year 

C0NSTR.  SPENDING  (Mar .)  annual  rate,  billions 

$442.7 

$446  4r 

12  LEADING  INDICATORS  COMPOSITE  (Mar  )  index    152  0 

153. 5r 

PERSONAL  INCOME  [Mar  )  annual  rate,  billions 

$5,260  3 

$5,227.8r 

MANUFACTURERS'  INVENTORIES  (Mar )  billions 

$3800 

$379.1 

Sources:  Census  Bureau,  Commerce  Dept 

■  !!.!!  UWIi  !  WBBHMNMHH 

Latest 
week 

Week 
ago 

%Cha 
year 

MONEY  SUPPLY,  Ml  (4/19) 

$1,038  7 

$1,043. 6r 

BANKS'  BUSINESS  LOANS  (4/2 1) 

275  2 

273. 8r 

FREE  RESERVES  (4/28) 

1,288 

S  1  9r 

1 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/21) 

157  6 

151.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

ree  reserves, 

*hich  are  exprt 

iserl  f« 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Y 

FEDERAL  FUNDS  (5/4) 

2.94% 

2  72  '., 

3.7 

PRIME  (5/5) 

6.00 

6,00 

6  5 

COMMERCIAL  PAPER  3-MONTH  (5/4) 

3.10 

3.12 

3  8' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/4) 

3.06 

3.08 

3.8. 

EURODOLLAR  3-MONTH  (5/1) 

3.06 

3.09 

3.9: 

Sources:  Federal  Reserve  Board,  First  Boston 

#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  ond  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn      2^  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r~  revised     NM  =  Not  meaningful 
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%ead-Finder™  diskette.  The 
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)een  faster,  easier  or  more  affordable. 
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Search  and  find  prospects  based 
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•  Print  reports  and 
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•  Download  into  your 
own  database  or  word 
processing  system 

The  program  is 
available  on  a  5-1/4" 
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leads  in  your  selected  areas. 

Call  1-800-545-0411  for  your 
FREE  market  analysis  aiic!  for 
ordering  information. 
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Our  Competition  Is  No  Longer  In  The  Air.  It's  On  The  Ground. 


i  wide  selection  of  lighter,  healthier  meals,  prepared  daily  from  the  freshest  ingredients,  Delta  offers  a  new,  unsurpassed  North  American  First  Class 
e,  featuring  wines  selected  by  Anthony  Dias  Blue.  From  Delta,  we  wish  you  bon  voyage  and  bon  appetit.  Call  yourTravel  Agent  or  Delta  at  1-800-221-1212. 
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EXECUTIVE  PAY: 

THE  DEBATE  AIN'T  OVER 


Last  night,  as  I  was  trying  to  catch  up 
on  my  reading,  the  first  two  items  I 
pulled  from  my  never-ending  stack  were 
our  local  newspaper  and  the  Apr.  26 
edition  of  business  week.  In  the  paper 
was  a  story  about  the  volunteer  pro- 
gram at  our  city  hospital,  a  Hospital 
Corporation  of  America  facility.  The  ar- 
ticle was  soliciting  hospital  volunteers. 
Along  with  this  health-care  news,  I'd 
remembered  a  conversation  I  had  over 
the  weekend  with  a  neighbor  who's  a 
nurse  at  the  hospital.  She  was  talking 
about  the  understating 
and  overworked  atmos- 
phere in  the  facility  that, 
to  her,  were  jeopardizing 
health-care  delivery  and 
compromising  patient 
safety.  It  was  easy  to 
draw  the  conclusion  that 
our  local  hospital  was  ex- 
pecting some  challenging 
financial  realities. 

I  put  the  newspaper 
down  and  then  picked  up 
BUSINESS  WEEK  with  the 
headline  "Executive  pay: 
The  party  ain't  over  yet" 
(Cover  Story,  Apr.  26).  Right  there  on 
your  outside  cover  was  Thomas  F.  Frist 
Jr.,  chief  executive  of  Hospital  Corpora- 
tion of  America,  the  parent  company  of 
our  financially  challenged  local  hospital. 
I'm  quite  sure  that  Frist's  $127  million 
compensation  package  appears  to  be  fair- 
ly high  on  the  unjust-enrichment  con- 
tinuum. More  than  that,  however,  there 
is  a  contradiction  between  his  remuner- 
ation and  the  professed  business  real- 
ities at  the  bottom  of  his  organizational 
pyramid. 

Frist  and  the  HCA  board  have  allowed 
a  gross  impropriety  to  occur  and  nega- 
tive perceptions  to  be  developed.  To- 
day's business  leaders  have  an  obligation 
to  not  only  manage  their  businesses  but 
also  the  marketplace  perceptions  they 
develop.  Because  Frist  does  not  appear 
to  "walk  the  talk,"  he  deserves  all  the 
bad  press  he  can  get. 


BusinessWeek 


EXECUTIVE 


As  an  executive  recruiter,  we  I 
analyze  our  logjammed  files  of  f 
petent,  out-of-work  CEOs  in  the  $1 
lion  range  to  replace  Thomas  Frist, 
a  minimum  fee,  we  can  find  somi 
who  would  be  happy  to  just  have  a 
John  B.  Norri 
Cockeysville, 

It  was  interesting  to  note  that  thrc 
the  top  seven  executives  were  in 
health-care  field!  Is  President  Clint 
genius  or  just  lucky?  Do  you  thin] 
knew  that  by  proposing  a  tax  incr 
at  the  end  of  last  year,  he  woulc 
able  to  trigger  a  landslide  of  stock 
tions  that  would  put 
best  possible  argun 
for  health-care  cost 
trols  on  the  cover 
BUSINESS  WEEK? 

Angelo  LoMas 
New  ^ 


Eric  L.  Harvey 
Dallas 


Your  cover  remo 
all  doubt  about 
need  for  major  hea 
care  reform.  A  hea 
care  system  in  which 
chief  executive  of  a 
profit  hospital  cl 
earned  $127  million 
1992  while  there  are  37  million  u 
sured  Americans  and  50  million  undei 
sured  Americans  is  a  national  disgi 
that  requires  major  surgery. 

Dr.  Leon  Reins! 

Baltim 

Your  article  has  a  highly  object: 
able  and  faulty  premise  in  it.  W 
raising  the  issue  of  "excessive"  exc 
tive  pay,  you  include  the  aspect  of  st 
options  in  total  compensation.  While  i 
true  that  stock  options  can  be  abus 
such  as  issuing  them  at  a  striking  pi 
that  is  below  the  current  market  pr 
in  general  they  are  not  abused. 

There  is  no  doubt  a  number  of  cl 
executives  who  are  greedy  and  ov 
paid.  To  say  that  their  compensati 
as  a  result  of  exercising  stock  optii 
that  cost  the  company  nothing,  is 
cessive  while  at  the  same  the  stockhj 
ers  have  profited  handsomely  is  ridi 
lous.  This  thinking  smacks  of  sociali; 
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Suppose  this  were  a  business  opportunity 


Let  s  take  a  minute  to  talk  about  rope. 


Wherever  global  business  pursues  oppor- 
tunity, it  comes  up  against  steep  competition. 

Making  it  to  the  top  requires  confident 
strategic  maneuvering  and,  invariably,  plenty 
of  financial  rope.  Which  is  why,  in  the  U.S. 
and  beyond,  some  of  the  world's  most  suc- 
cessful corporations  maintain  strong  ties  with 
one  international  bank. 

Union  Bank  of  Switzerland. 


As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  our  resources  are 
impressive.  Moreover,  the  ways  we  can  apply 
our  Triple-A  rated  strength  through  on-  and 
off-balance  sheet  finance  are  impressive,  too. 

Don't  get  tied  to  a  relationship  that  could 
leave  you  hanging.  Depend  on  Union  Bank 
of  Switzerland.  The  bank  that  has  led  many 
to  the  top. 


As  global  as  business  itself. 


In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


Today's  Fortune  1 000  corporation  demands 
miracles  from  its  computing  infrastructure.  now 

with  the  "rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting  even  more  out 
of  their  existing  technology,  at  less  cost.  one 
operating  environment  can  help  you  do  all  this. 


Announcing  Solaris. 


The  Solaris®  operating  environment  is  now  available 
on  x86  as  well  as  SPARC —  the  world's  most 

POPULAR  CISC  AND  RISC  ARCHITECTURES.  It's  THE 

software  operating  environment  that  provides 
virtually  unlimited  access  to  all  systems  on  the 
local  and  wide  area  enterprise  networks! 

it's  scalable  from  pcs  to  mainframes.  and  it  runs 
more  32-bit  applications  than  any  other  operating 
environment  —  over  7,500  including  leaders  like 
Computer  Associates,  Oracle,  Lotus  and  your 
Windows  software,  too.  From  now  on  you  can 
make  hardware  decisions  independent  of  software, 
preserving  your  valuable  investment. 

With  Solaris,  information  can  flow  more 
easily,  wherever  it's  needed.  cost  centers 
can  transform  into  revenue  centers. 
And  users  become  more  productive. 


For  companies  that  must  maximize  every  minute  as 
never  before,  nothing  ties  it  all  together  like 

Solaris.  Call  1-510-460-3267  for  more 
information.  It  could  be  your  best  minute  yet. 

^SunSoft 

The  Network  Is  The  Computer' 

©1S9 1  Sun  Minify  stems,  Inc  Sun  Microsystems  SunStitl.  ihf  SunSnlt  logo,  rhr  SuiiSull  l.^linr.  .mil  "nilaris  .ire  Ir.idcnurl  v  in  (rgislftwJ 
trademarks  ul  Sun  Mit  rosyslemy  Inc  SPARC  is  a  registered  tmfenurfl  <il  '>PAKI  Interna*  KXul  lr»   UNU  is  a  ttptttttd  1r.nlem.irk  n\ 
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philosophy  that  says  that  excessive  pro 
ducers  and  achievers  should  not  make 
more  than  some  arbitrary  amount  that 
is  decided  by  someone  else.  Let  us  re- 
move the  class  envy  from  your  magazine 
and  articles. 

Mark  B.  Brimley 
Gilbert,  Ariz. 

Your  article  appears  to  be  scripted 
more  by  some  liberal  Washington 
staffer  than  by  the  professional  business 
journalist  one  would  expect  to  author 
this  article. 

Most  of  our  country's  top  entertainer's 
and  rock  stars  would  not  work  for  what 
they  would  consider  such  "paltry"  sums 
on  an  annual  basis.  Would  the  share- 
holders rather  have  Madonna  running 
( 'oca-Cola  Co.? 

K.  F.  Yontz,  Chairman 
Sybron  Corp. 
Milwaukee 

Reportedly,  to  the  horror  of  other 
manufacturers,  Henry  Ford  paid  his 
early  assembly-line  workers  $5  a  day 
with  the  intent  of  creating  a  market  for 
his  Model  Ts.  How  different  from  to- 
day's ceos,  who  do  their  best  to  lower 
the  take-home  pay  of  workers. 


There's  no  question  that  a  good  chief 
executive  contributes  and  deserves  much 
more  than  the  rank  and  file.  However, 
the  current  discrepancy  is  obscene.  Let's 
get  more  money  in  the  hands  of  the 
rank  and  file  and  see  how  our  economy 
takes  off. 

Robert  E.  Heisserman 
Pittsboro,  N.  C. 

Taxing  salaries  in  excess  of  $1  million 
per  year  is  one  thing,  but  limiting 
the  tax  to  business  salaries  is  discrimi- 
nating in  the  wrong  way.  Executives 
create  jobs  and  value.  Sports  and  en- 
tertainment salaries  in  excess  of  $1  mil- 
lion create  comparatively  fewer  jobs. 
Targeting  executives  sounds  like  busi- 
ness bashing  from  the  Biliary  White 
House. 

J.  A.  Steer 
Durham,  N.  C. 

■ 'm  a  stockholder  of  Primerica  Corp. 
I  and  was  proud  of  it  until  I  read  of 
Sanford  I.  Weill's  1992  total  compensa- 
tion of  $67,635,000.  This  is  irresponsibil- 
ity at  its  zenith. 

Also  as  a  stockholder,  I'm  quite  proud 
that  Colgate-Palmolive  Co.  is  currently 
undertaking  new  studies  to  correct  the 


problem  of  excessive  pay  for  executi 
Max  Penshrer 
Tu.'q 


CORRECTIONS  &  CLARIFICATION 

BUSINESS  week  1000  (1993  Bonus| 
sue)  misstates  the  market  valueft 
Primerica  Corp.  The  correct  figure! 
$6,347  million,  which  lifts  the  companje 
No.  129  from  No.  213.  Also,  Primeri<| 
price  as  a  percent  of  book  value  shott 
be  170,  and  its  shares  outstanding  shoft 
be  167  million.  The  market  value* 
Teco  Energy  is  also  misstated.  § 
should  be  $2,608  million,  making  p 
company  No.  350  instead  of  No.  4ft 
Its  correct  price  as  a  percent  of  bcBl 
value  is  273,  and  it  has  57  millfi 
shares  outstanding 

In  addition,  the  glossary  accompais- 
ing  the  tables  incorrectly  stated  tlB 
I/b/e/S  Inc.  is  a  service  of  LymB 
Jones  &  Ryan.  The  two  are  no  lona| 
affiliated. 

The  correct  spelling  of  No.  915  m 
the  Business  Week  1000  Tables! 
Adaptec.  The  name  of  No.  445  in  tl 
BUSINESS  week  1000  Tables  is  nil 
Hormei  Foods,  not  Geo.  A.  Hormel.l 


The  Dynamic  Duo. 


I  The  PowerBook  Duo"  System  plays  two  roles.  It's  a  powerful  desktop  computer  with  an 
'](  alter  ego  as  a  feather-light  PowerBook" computer.  The  secret  to  its  quick-change  artistry  i 
in  its  one-of-a-kind  design,  and  the  amazing  PowerLatch"  technology. 


Motorola  and  the  Q 


istered  trademark  of  Motorola,  Im  PowerBook  PowerBook  Duo  and  PouerUtch  m  trademarks  of  Apple  Computer,  hi  t  H»3  Motorola  Fik  All  nXht<  reserved 
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s  a  laid-off  employee  of  Digital 
^Equipment  Cor]).,  I  have  to  take 

to  task  in  your  lambasting  of  Ken 
»n  ("A  double  gold  star— and  two  boo- 
jrizes,"  Cover  Story,  Apr.  26). 
'or  more  than  30  years,  Olsen  suc- 
ifully  guided  the  company  through 
iy  twists  and  turns  in  the  computer 
istry.  From  scratch,  he  built  and 
laged  a  $13  billion-plus  corporation, 
aking  for  myself,  and  probably  a  cou- 
of  hundred  thousand  other  current 

former  Digital  employees,  all  I  can 
is  enjoy  the  dough,  Ken,  you  earned 
Vnd  we  had  a  good  time,  too. 

James  Mahoney 
Lawrence,  Mass. 

k#hat  I  would  really  like  to  see  is  a 
W  report  on  "Executive  income  tax 
ments." 

F.  H.  Allardt 
San  Luis  Obispo 
Calif. 

•as  struck  by  the  juxtaposition  of 
our  latest  cover  story  on  low-per- 
ning  U.  S.  executives  enjoying  multi- 
ion-dollar  packages  and  your  previous 
•y  "The  Mexican  worker"  (Cover  Sto- 
Apr.  19)  on  high-performing  Mexi- 
workers  subsisting  on  $2.50  an  hour 
|). 


How  many  of  the  10  U.  S.  executives 
adorning  your  cover,  who  obviously  be- 
lieve they  are  worth  every  penny  of 
their  million-dollar  weekly  compensation 
packages,  believe  that  U.  S.  workers  are 
overpaid  and  uncompetitive  at  $24,411 
a  year,  and  how  many  are  enthusiastic 
supporters  of  the  North  American  Free 
Trade  Agreement  and  the  Mexican  gov- 
ernment policy  of  holding  down  the  wag- 
es of  Mexican  workers? 

It's  little  wonder  that  the  only  re- 
maining U.S.  support  of  the  proposed 
trade  agreement,  with  the  pact's  down- 
ward pressure  on  U.  S.  wages  and  envi- 
ronmental standards,  comes  from  busi- 
ness and  academic  free  traders  such  as 
Rudi  Dornbusch  ("Why  the  U.  S.  needs 
to  nail  down  NAFTA,"  Economic  View- 
point, Apr.  26). 

We  can  have  neither  a  strong  econo- 
my nor  a  strong  society  with  a  business 
philosophy  that  no  worker  can  be  paid 
too  little,  nor  any  manager  too  much. 

David  C.  Korten 
New  York 


I read  with  disappointment  your  arti- 
cle "Lessons  from  the  first  big  base  to 
go  dark"  (Top  of  the  News,  Apr.  5)  on 


the  closing  of  Pease  Air  Force  Base. 

Conversion  is  a  complex  undertaking. 
The  tasks  and  time  needed  to  redevelop 
a  4,000-acre  military  base  such  as  Pease 
take  decades,  as  with  any  major  commu- 
nity-redevelopment project.  The  Trade- 
port  has  had  more  than  modest  success. 
In  the  two  years  since  closure,  more 
than  1,000  jobs  have  been  created. 

Some  of  these  are  federal  jobs.  Fed- 
eral agencies  have  first  claim  to  any 
property  no  longer  needed  by  the  Pen- 
tagon. These  jobs  must  go  somewhere  in 
the  country.  Those  located  at  Pease 
helped  to  launch  the  redevelopment. 

All  communities  are  amateurs  when 
facing  a  base  closure.  They  must  learn, 
make  mistakes,  and  proceed.  It  is  foolish 
to  suggest  otherwise.  Your  article  under- 
mines four  years  of  hard  work.  Millions 
of  business  people  who  read  your  article 
will  get  a  distorted  view  of  the  Trade- 
port.  This  can  only  hurt  redevelopment. 

David  A.  MacKinnon 
Senior  Project  Manager 
Office  of  Economic  Adjustment 
Defense  Dept. 
Washington 

Letters  to  the  Editor  should  be  sent  to  Readers  Report, 
Business  Week,  1221  Avenue  of  the  Americas,  New 
York,  N.  Y.  10020.  Fax  (212)  512-4464  All  letters 
must  include  an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters  for 
clarity  and  space 


AIR  FORCE  BASE  CONVERSIONS 
AREN'T  BUILT  IN  A  DAY 


The  PowerBook  Duo  System  gets  the  power  for  its  one-two  punch  from  a  Motorola  68030  microprocessor.  Its  25 
and  33MHz  speeds  make  work  fly  faster  when  you're  in.  And  its  super-efficient  performance  saves  batteries  when 
you're  out.  From  computers  to  telephones,  the  world's  most  innovative  products  are  powered  by  Motorola. 

(M)  MOTOROLA 

Microprocessors 
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To  your  customer, 
corporate  headquarters 

is  here. 


A  field  office.  A  branch.  A  retail 
tion.  To  a  customer,  that's  your 
pany.  One  small  part  of  the  whole, 
ch  doesn't  give  you  a  whole  lot 
average  at  the  point  of  customer 
act. 

But  now,  a  powerful  new  ap- 
,ch  to  business  can  leverage  your 
re  enterprise  at  each  of  your  loca- 
s,  resulting  in  unparalleled  cus- 
ir  service.  It's  brought  to  you  by 
:ys  and  captured  in  just  one  word- 

OMERIZE. 

When  we  customerize  your  enter- 
s,  we  extend  the  full  capabilities  of 
•  information  technology  out  to  the 
I  where  your  customers  are.  Where 


business  is  generated.  As  the  world 
leader  in  customerizing  business, 
Unisys  shapes  your  information  strat- 
egy to  serve  customer  needs  for  effi- 
ciency, timeliness,  access  to  product 
information,  and  more.  And  through 
the  information  a  customerized  system 
circulates  back  into  your  organization, 
you  can  achieve  major  gains  in  produc- 
tivity and  control. 

With  a  vision  for  the  business  of 
the  '90s-a  vision  put  to  work  by 
advanced  solutions,  open  systems,  and 

UNiSYS 

We  make  it  happen. 


professional  services-Unisys  can  turn 
customer  service  into  a  strategic 
advantage. 


cus-torrveMze \  kus'-ta-ma-rize'  \  vt 

1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2  :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRM  l(  \\  S(i|  I  MOSS  RIM  \l  I  Cil  NF.RATION 


Whatever  your  business,  callus  at 
1-800-874-8647,  ext.  11.  Ask  how  Unisys 
can  help  customerize  your  company. 
And  put  your  business  objectives 
squarely  on  the  map. 


Unisys  Corporation 


cistomerize  services  are  a  service  mark  of  Unisys  Corporation 


TOWERS  OF  DEBT:  THE  RISE  AND  FALL  OF  THE  REICHMANNS 

By  Peter  Foster 

Key  Porter  •  312pp  •  $24.95 
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I  or  years,  the  mere  mention  of  Paul 
Reichmann  was  enough  to  bring  a 
hush  over  gatherings  of  hankers. 
It  wasn't  just  that  he  and  his  brothers, 
Albert  and  Ralph,  had  built  Olympia  & 
York  Developments  Ltd.  into  the  world's 
largest  real-estate  developer,  changing 
the  faces  of  New  York,  London,  and  To- 
ronto. Reichmann  had  also  become  one 
of  Canada's  dominant  takeover  artists, 
acquiring  a  multibillion-dollar  empire 
that  included  Oulf  Canada  Resources 
Ltd.  and  newsprint  giant  Abitibi-Price 
Inc.  Perhaps  most  impressive,  he  had 
cultivated  a  mystique  without  parallel 
in  world  business. 

Reichmann,  the  legend  went,  was  a 
financial  genius  who  could  do  no  wrong 
and  whose  word  was  his  bond.  As  Peter 
Foster,  a  financial  writer  based  in  Cana- 
da, shows  in  Towers  of  Debt:  The  Rise 


and  Fall  of  the  Reichmanns,  the  develop- 
er brilliantly  exploited  this  image  to  hide 
any  problems  as  he  built  his  empire. 

During  the  debt-crazed  '80s,  few  cor- 
porate borrowers  rivaled  O&Y  in  its  ap- 
petite for  funds.  When  O&Y  filed  for 
bankruptcy  protection  last  year,  it  owed 
well  over  $10  billion  to  almost  100  lend- 
ers, including  virtually  all  of  the  world's 
top  banks.  Yet,  incredibly,  few  if  any  of 
these  bankers  had  ever  gotten  a  thor- 
ough look  at  O&y's  books. 

These  bankers,  Foster  argues,  were 
all  but  blinded  by  the  Reichmann  mys- 
tique. They  had  convinced  themselves 
that  Reichmann  was  a  "philosopher  king" 
who  "had  to  have  an  exceptional  charac- 
ter and  supernormal  standards  of  integ- 
rity," he  writes.  "Otherwise,  why  were 
the  banks  lending  so  much  money  to  a 
man  who  wouldn't  open  his  books?" 


Bankers  weren't  the  only  ones  H 
zled.  Journalists  didn't  get  accesM 
O&Y's  books,  either— but  that  didn't  m 
them  from  propagating  the  notion  p 
Reichmann  was  so  rich  he  hardly  nemk 
to  borrow.  As  late  as  the  fall  of  In 
Fortune  ranked  the  Reichmanns  as  fee 
world's  fourth-richest  family,  worth  $p 
billion.  Less  than  a  year  later,  banknt 
cy  filings  revealed  that  O&Y  had  no  p 
net  worth.  Now,  much  of  the  companre 
in  the  hands  of  creditors,  and  ReP 
mann  is  trying  to  mount  a  comebB 
with  a  real  estate  investment  ventife 
Reichmann  International  LP. 

Towers  of  Debt  comes  remarkafc 
soon  after  O&Y's  collapse.  But  Fo# 
had  a  head  start,  having  published  n; 
earlier  book  on  the  Reichmanns,  » 
Master  Builders,  in  1986.  Towers  of  A 
incorporates  some  of  that  earlier  wB 
while  bringing  the  story  up  to  date.B 

For  readers  who  have  followed  oM 
recent  travails  in  the  press,  the  b« 
will  hold  more  interest  as  the  sagai 
the  Reichmanns'  incredible  rise.  Pa 
Albert,  and  Ralph— the  three  youngl 
of  six  children— were  born  in  Vienl 
but  the  family  fled  to  Morocco  to  I 
cape  Hitler.  While  their  father  prosper 
among  the  Jewish  money  dealers! 


lgier,    the  children 

re  steeped  in  the  Tal- 

d.  They  also  helped 

iir  mother  pack  huge 

■eels  of  food  and  cloth- 
to  ship  to  Nazi  con- 
ization camps.  Years 

iT,  Paul  would  become 

;  of  the  world's  lead- 
benefactors  of  Jewish 

irities,  and  his  devout 

;hodox  Judaism  would 

:ome  a  key  part  of  his 

stique. 

n  the  1950s,  the  family 
igrated  to  North  Amer- 
eventually  settling  in 
•onto.  There,  the  broth- 
built  a  tile-importing 
iiness.  When  it  grew, 
y  asked  contractors  to  submit  bids 
a  building.  Paul  found  them  all  too 
h,  and  the  brothers  constructed  the 
lding  themselves,  for  about  half  the 
'est  bid.  Reichmann  had  found  his 
ing.  He  would  go  on  to  become  New 
•k  City's  biggest  landlord  and  launch 
rope's  largest  real  estate  project,  Lon- 
i's  Canary  Wharf.  Among  his  most 
ious  moves  was  his  1977  decision  to 
r  some  10  million  square  feet  of  Man- 
tan  office  space  just  when  many 
iught  New  York  was  all  but  dead. 


eichmanns 
uch  that 


most  lenders  failed 
to  question 


their  solvency 


OF  DEBT 

THE  RISE  -  .  tt 
ANDFALLOF  ™. 
THEREICHMANNS 

PITER  lOSTliR 


When  the  market  roared  back  in  the 
'80s,  that  purchase  became  known  as 
real  estate's  "deal  of  the  century." 

Foster  does  a  credible  job  of  laying 
out  this  tale.  But  even  though  he  inter- 
viewed both  Paul  and  Albert  before 
O&Y's  collapse,  this  is  far  from  an  insid- 
er's account.  Worse,  Foster  doesn't  in- 
vest the  space— or  research— to  endow 
the  story  of  the  Reichmanns'  childhood 
with  the  color  and  detail  it  merits. 

Moreover,  Foster's  assessment  of  Paul 
Reichmann  is  unduly  harsh.  True,  he 


made  some  colossal  blun- 
ders, especially  in  trying 
'■*f,n«|  to  diversify.  And  his  tim- 

ing of  Canary  Wharf  was 
fTfcJ  terrible:  The  first  phase 

|  IHt  opened  during  London's 

worst  real  estate  down- 
turn in  decades.  Still, 
Reichmann  has  had  a  last- 
ing impact  in  setting  the 
standard  for  high-quality 
office  buildings  in  North 
America.  Even  in  London, 
his  vision  of  Canary 
Wharf  as  an  alternative 
to  the  crowded  City  may 
yet  be  realized.  The  pro- 
ject is  moving  ahead,  al- 
beit slowly,  with  support 
from  its  bankers,  but 
without  the  Reichmanns'  involvement. 

Thanks  to  its  remarkable  subject, 
Towers  of  Debt  moves  swiftly.  But  it 
fails  to  answer  all  the  questions  readers 
might  have  about  Paul  Reichmann— not 
surprising,  given  how  hard  the  book  fol- 
lows on  the  headlines.  Foster  amply  doc- 
uments the  Reichmann  mystique,  but 
he  never  penetrates  it.  The  man  who 
so  awed  financiers  remains  an  enigma. 

BY  WILLIAM  C.  SYMONDS 
As  Toronto  Bureau  Manager,  Symonds 
covered  Olympia  &  York's  1992  collapse. 
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Epuni  Liser  printers  have  won  scores 
oj  industry  awards,  including  P( 
World's  "Best  Buy"  and  InfoWorld's 
"Recommended  Pri  duct".* 


Handles  letter-size,  legal, 
and  envelopes  with  ease 
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MicroArt  Printing. 


piled  so  much 

ter  for  so  little. 


With  a  personal  laser  printer  under  $  1 ,000, 
you  normally  have  to  give  up  one  thing  for 
another.  Like  speed.  Or  print  quality.  Or  flexible 
paper  handling. 

Well,  the  new  Epson®  ActionLaser  1000  is 
way  under  $  1 ,000.  And  as  you  can  see  from 
the  large  stack  on  the  left,  we've  piled 
more  into  it  than  any  other  printer 
in  its  price  range. 

Like  speed,  for  example.  We 
clock  in  at  6  pages  per  minute, 
compared  with  a  slow  4  pages  per  minute  tor  the 
leading  laser  in  the  same  price  range. 

Then  there's  print  quality.  Our  blacks  are 
blacker  and  our  lines  print  finer,  thanks  to  Epson's 
exclusive  MicroArt  Printing. 

If  you're  really  a  stickler  for  sharpness,  you 
can  spend  a  little  more  (but  still  less  than  $1,000!) 
for  our  ActionLaser  1500,  with  Epson's  RITech 
resolution  improvement  technology.  As  well  as 
13  scalable  fonts. 


Add  a  1 50-sheet  paper  tray  that  handles 
multiple  paper  sizes  including  envelopes,  and  you 
can  see  why  Epson  laser  printers  win  industry 
award  after  award. 

Now  for  the  things  you  can't  see.  Our 


ActionLasers  have  a  two-year  warranty  instead 
of  the  typical  one  year.  Plus  the  toll-free  Epson 
Connection  hotline  to  answer  your  questions. 

Only  Epson  gives  you  so  much,  tor  so  little. 
Even  our  booklet,  "What  You  Should  Know 


Betore  Buying  a  Laser  Printer"  is 
absolutely  tree.  To  send  for  it, 
call  800-289-3776. 
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conomic  Viewpoint 


ARGENTINA'S  WELCOME  TURN 
TOWARD  THE  OPEN  ROAD 


BY  GARY  S.  BECKER 


It's  not  out  of  the 
woods  yet,  but  if 
Argentines  continue 
to  support  President 
Menem's  vigorous 
free-market 
reforms,  a  new  era 
of  economic  health 
could  be 
on  the  horizon 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


■  n  trying  to  console  a  young  man  who 
I  feared  that  England  was  ruined  by  its  de- 
li feat  at  Saratoga  in  1777,  Adam  Smith  said: 
"There  is  a  great  deal  of  ruin  in  a  nation." 
During  the  past  60  years,  Argentina  has  se- 
verely tested  this  assertion  with  disastrous 
economic  policies  promoted  by  governments 
of  all  political  stripes.  At  the  invitation  of  a 
private  Argentinian  foundation,  I  recently  trav- 
eled to  Buenos  Aires  to  better  understand 
the  lessons  of  the  Argentine  experience. 

At  the  beginning  of  this  century,  Argentina 
attracted  large-scale  immigration  from  Italy, 
Spain,  and  Eastern  Europe  because  its  per- 
capita  income  ranked  among  the  10  highest 
in  the  world.  But  after  its  unparalleled  fall  in 
economic  standing,  more  than  70  countries 
now  have  higher  incomes. 

In  the  1930s,  driven  by  populist  sentiment 
and  the  advice  of  prominent  Latin  American 
economists,  Argentina  began  to  abandon  the 
open  economy  and  free-market  policies  that 
were  responsible  for  its  prosperity.  High  tariff 
walls  were  erected  to  shield  domestic  compa- 
nies from  international  competition.  The  state 
nationalized  most  heavy  industry,  regulations 
and  price  controls  became  pervasive,  and  un- 
ions dictated  policy  on  labor  issues.  Successive 
governments  resorted  to  the  printing  press 
rather  than  taxation  to  finance  growing  public 
expenditures,  so  hyperinflation  began  to  de- 
stroy the  economy  in  the  1980s. 
DOLLAR  DAYS.  When  Carlos  Saul  Menem  of 
the  Peronist  party  was  elected  President  in 
1989,  Argentines  and  the  international  business 
community  prepared  for  the  worst.  Instead, 
Menem  firmly  supported  the  efforts  of  Do- 
mingo Cavallo  and  other  economic  ministers  to 
control  inflation  and  dismantle  state  manage- 
ment of  the  Argentine  economy.  To  open  the 
economy  to  global  competition,  tariffs  have 
been  drastically  cut.  In  a  little  over  three 
years,  most  state-owned  enterprises  have  been 
privatized,  including  telephone,  gas,  and  airline 
companies.  And  the  government  recently  pro- 
posed selling  50%  of  the  giant  state  oil  compa- 
ny. Price  controls  over  most  products  have 
been  eliminated,  and  regulations  have  been 
sharply  reduced.  To  allay  fears  about  infla- 
tion, the  number  of  pesos  that  can  be  issued 
has  been  tied  to  dollar  reserves.  Transactions 
no  longer  have  to  be  in  the  Argentine  peso, 
and  dollars  freely  circulate  among  businesses 
and  consumers. 

In  a  private  meeting,  President  Menem  told 
me  that  he  will  continue  to  back  free-market 
policies.  Despite  his  Peronist  protectionist 
background,  he  proudly  said  the  speed  of  re- 
form was  unprecedented. 

In  my  view,  Menem's  support  is  explained 


by  the  shadow  cast  over  all  of  Latin  Amerl 
by  the  free-market  reforms  of  Argentirra 
small  neighbor,  Chile.  Under  the  authoritarH 
rule  of  General  Augusto  Pinochet,  Chile  <M 
mantled  controls  that  had  been  similar  to  Jn 
gentina's.  Domestic  companies  were  forcedB 
compete  on  the  international  market  throuH 
steady  reductions  in  tariffs,  which  have  nl 
reached  a  uniform  11%— among  the  lowtf 
anywhere.  Chile  sold  off  many  state  entBj 
prises,  including  airline  and  bus  systems,  e\W 
trie  power  and  telephone  companies,  and  larH 
quantities  of  state  land.  Here  I  must  declarAj 
personal  interest:  Many  of  these  reforms 
carried  out  by  former  economics  students 
the  University  of  Chicago. 
growing  fast.  These  and  other  free-mart 
reforms  under  Pinochet  have  been  maintain 
by  the  government  that  was  elected  den 
cratically  in  1989.  As  a  result,  Chile's  grow 
in  the  past  10  years  has  surpassed  that  of 
other  Latin  American  countries.  The  refon 
also  helped  diversify  the  economy  so  that  t 
importance  of  copper  in  total  exports  is  nc 
far  below  its  80%  share  in  the  early  1970s. 

There  is  a  sharp  rivalry  between  Chile  ai 
Argentina,  and  Argentines  tend  to  regai 
themselves  as  culturally  superior.  Thus,  mai 
Argentines  concluded  that  if  Chile  could  su 
ceed  by  adopting  market  solutions,  they  coul 
too— and  do  a  better  job.  Paradoxically,  Chil 
an  businessmen  and  companies  have  becon 
major  participants  in  Argentina's  newly  priv 
tized  economy. 

Although  Argentina's  economy  has  begun 
grow,  it  is  not  yet  out  of  the  woods.  To  ii 
crease  the  value  of  the  state-owned  comp 
nies  up  for  sale,  many  of  them  were  givt 
protected  monopoly  markets.  Social  Securit 
and  other  employment  taxes  and  regulatior 
are  still  much  too  expensive.  Stiff  quotas 
imported  cars  and  other  goods  still  shelte 
some  domestic  producers  from  competition, 
higher  rate  of  inflation  than  in  developed  com 
tries  has  caused  the  Argentine  peso  to 
overvalued  compared  with  the  dollar  and  otl 
er  world  currencies.  Yet  a  devaluation  risk 
destroying  investors'  fragile  confidence  thi 
Argentina  will  no  longer  print  its  way  t 
hyperinflation. 

Crucial  decisions  lie  ahead  for  the  Menen 
government,  complicated  by  congressional  elec 
tions  in  October.  But  most  people  seem  willing 
to  endure  hard  times  to  make  the  futur 
brighter.  Reform  there,  as  in  the  rest  of  Latii 
America,  now  means  privatization,  freer  mar 
kets,  and  democracy.  If  Argentines  continue 
follow  the  trail  blazed  by  Chile,  their  natioi 
will  have  a  chance  to  recover  the  economic 
standing  it  had  when  this  century  began. 
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ECONOMIC  VIEWPOI 


magi ne  taking  the  plunge  witho 


Before  you  jump  right  in  and  modify 
your  computer  system,  be  sure 
to  talk  to  the  people  at  Digital. 
Whether  you're  interested  in 
optimizing  your  computers  to 
increase  productivity,  bringing 
new  products  to  market  faster, 
or  simply  to  speed  up  billing  and 
improve  your  cash  flow,  Digital  is 
recognized  around  the  world  for 
its  services  and  support  capabilities. 
Imagine. ..by  analyzing  your 
business  needs,  the  work  patterns 
of  your  people,  your  applications 
and  your  hardware.  Digital  can  help 
you  put  together  a  better  plan 
to  make  things  better, 
With  little  or  no  disruption 
to  your  business.  To  find  out 
how  you  can  take  the  plunge 
without  making  a  ripple,  call 
1-800-DIGITAL,  press  2,  ask  for  ext.  75F. 


PUTTING  IMAGINATION  TO  WORK 


lusing  a  ripple 
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BY  GENE  KORETZ 


A  TRADING  REGION 
COMES  01  AGE 
IN  THE  PACIFIC 


With  Japan  and  Europe  still  mired 
in  recession  and  growth  slowing 
in  Latin  America,  it  may  be  only  a  ques- 
tion of  time  before  the  buoyant  devel- 
oping economies  of  the  Pacific  Rim  begin 
to  lose  steam  as  well.  Economists  at 
American  Express  Bank  Ltd.  in  London 
argue,  however,  that  the  so-called  newly 
industrialized  countries  (NICS)  and  their 
fast-growing  neighbors  should  ride  out 
the  storm  with  little  pain.  A  major  rea- 
son: surging  intraregional  trade. 

As  recently  as  1986,  notes  an  article 
in  the  monthly  Amex  Bank  Review, 
intraregional  exports  between  China. 


PACIFIC  RIM  TRADE 
STAYS  CLOSE  TO  HOME 


AMONG 
THEMSELVES 


JAPAN  EUROPEAN 
COMMUNITY 

A  BILLIONS  OF  DOLLARS 
•CHINA,  HONG  KONG,  INDONESIA,  KOREA,  MALAYSIA,  PHILIPPINES, 
SINGAPORE,  TAIWAN,  AND  THAILAND.  ESTIMATES  BASED  ON  FIRST- 
HALF  1992  DATA.  CHINESE  EXPORTS  TO  HONG  KONG  ARE  EXCLUDED. 
DATA:  fflf  AM[X  BANK  SFWfW 


Hong  Kong,  Indonesia,  South  Korea, 
Malaysia,  the  Philippines,  Singapore,  Tai- 
wan, and  Thailand  amounted  to  only 
20%  of  their  total  exports  (not  counting 
Chinese  exports  to  Hong  Kong,  which 
are  reexported).  But  from  1986  to  1992, 
as  export  booms  spread  among  the  less 
prosperous  members  of  the  nine-nation 
group,  their  trade  with  each  other 
jumped  by  58%,  or  roughly  twice  as  fast 
as  their  exports  to  Japan  and  the  U.  S. 

The  result  has  been  a  dramatic  shift 
in  trade  flows.  Intraregional  exports- 
ranging  from  oil  and  foodstuffs  to  ma- 
chinery parts  and  consumer  applianc- 
es—now account  for  .'50%  of  the  group's 
total  exports.  In  fact,  they  currently  ex- 
ceed both  its  exports  to  the  U.S.  and  its 
combined  shipments  to  Japan  and  the 
European  Community  (chart). 

All  of  this  brightens  the  near-term 
economic  prospects  of  the  export-driven 
Pacific  Rim  nations.  As  Amex  econo- 
mists see  it,  the  growing  importance  of 


intraregional  trade  has  bolstered  the 
group's  self-sufficiency  and  is  cushion- 
ing its  vulnerability  to  the  slumps  in 
Europe  and  Japan.  Because  Pacific  Rim 
exports  to  each  ^other  and  to  the  ex- 
panding U.  S.  economy  are  far  larger 
than  exports  to  Japan  and  the  EC,  Amex 
economists  believe  the  group  can  contin- 
ue to  post  relatively  strong  growth. 

The  economic  implications  for  the 
group's  industrial  trading  partners  seem 
more  mixed.  The  Pacific  Rim  nations 
account  for  only  a  small  fraction  of  Euro- 
pean exports,  and  the  EC  continues  to 
run  trade  deficits  with  the  area. 

For  U.  S.  exporters,  on  the  other 
hand,  the  Rim  has  provided  fast-paced 
demand  growth— notably  for  industrial 
materials,  agricultural  products,  and  cap- 
ital goods.  But  the  problem  for  the 
American  economy  is  that  its  imports 
from  China  and  Taiwan  far  exceed  its 
rising  exports.  Until  there's  more  bal- 
anced trade  with  China  and  Taiwan,  the 
U.  S.  will  suffer  a  significant  trade  defi- 
cit with  the  region  as  a  whole. 

Indeed,  according  to  economist  Tony 
Riley  of  A.  Gary  Shilling  &  Co.,  only 
Japan  among  advanced  nations  emerges 
as  a  clear  beneficiary  from  the  Pacific 
Rim's  growing  self-sufficiency.  He  notes 
that  Japan's  trade  surplus  with  its  neigh- 
bors now  exceeds  its  surplus  with  the 
U.  S.  "The  Pacific  Rim,"  he  observes, 
"benefited  from  a  huge  infusion  of  Japa- 
nese direct  investment  during  the  1980s." 
And  the  region  is  now  paying  back 
that  investment  by  providing  a  ready 
market  for  Japanese  capital  goods  and 
other  products. 


WILL  THE  ECONOMY 
GET  ROLLING,  ALONG 
WITH  THE  SEMIS? 


While  car  and  light-truck  sales  seem 
to  be  accelerating,  economist 
Diane  Swonk  of  First  National  Bank  of 
Chicago  notes  that  another  bellwether 
sector  of  the  motor- vehicle  industry  is 
also  flashing  bullish  signals  for  the  econ- 
omy. Heavy-truck  sales  have  taken  off 
and  were  up  44%  over  their  year-earlier 
pace  in  the  first  quarter. 

Heavy  trucks,  the  big  15-ton-plus 
diesels  that  pull  monster  trailers  along 
the  interstates,  are  used  by  heavy 
manufacturers  to  haul  parts,  capital 
equipment,  and  the  like  to  industrial 
customers.  Behind  the  pickup,  says 
Swonk,  are  low  interest  rates,  pent-up 
demand,  the  need  to  meet  new  emis- 
sion standards,  and  strong  demand  for 
used  trucks  from  Mexico.  But  the 
biggest  spur  to  heavy-truck  sales— which 
may  hit  140,000  this  year,  the  best 


since  1979— is  an  improved  bottom  le. 

"Strong  productivity  gains,  slow  wje 
growth,  continued  export  strength,  ;H 
a  modest  recovery  in  auto  and  macln- 
ery  sales  have  combined  to  give  hem 
manufacturers  a  shot  in  the  arm,"  SB. 
Swonk.  "That's  what's  showing  upiii)- 
heavy-truck  makers'  order  books."  ' 


FEWER  BUSINESSES 
ARE  THROWING 
IN  THE  TOWEL 


usiness  failures  are  finally  hea( 
'down.  Dun  &  Bradstreet  Corp. 
ports  that  25,824  businesses  folded 
the  first  quarter,  leaving  $12.9  billion 
liabilities  in  their  wake.  That's  a  10. 
decline  in  business  casualties  and  a  ht 
43%  drop  in  liabilities  from  the  sa 
period  last  year. 

The  tally  shows  the  first  quarte 
year-over-year  decrease  in  failures 
three  years.  D&B  economist  Joseph  D 
can  says  that  the  drop  in  liabilities 
particularly  significant  because  it  me; 
that  fewer  big  companies  are  fail 
Many  recent  failures,  he  notes,  involv 
small  companies  dragged  down  by  t 
collapse  of  their  large-company  custo 
ers.  "The  waning  of  the  ripple  effect," 
says,  "is  a  clear  signal  that  the  econo 
ic  recovery  is  on  solid  ground." 


WHERE  U.S.  EXPORTS 

ARE  SPEEDING  UP 

— AND  SLOWING  DOWN 


The  dependence  of  U.  S.  exports 
the    current    health    of  foreij 
economies  is  underscored  by  rece 
trade  data.  Economist  Mitchell  Held 
Smith  Barney,  Harris  Upham  &  C 
notes  that  though  exports  to  Westei 
Europe  are  down  in  the  latest  thr 
months  from  the  same  period  a  yei 
ago,  exports  to  Britain  are  up  a  startlii 
17%.  Calculated  on  a  similar  basis,  U 
exports  to  Canada  and  Australia  ai 
running  7.3%  and  16.6%  over  last  yea 
while  exports  to  the  NICs  are  up  aboi 
10%  and  to  China,  41%. 

What  these  destinations  have 
common,  of  course,  is  economies  th 
are  expanding.  Canada,  Britain,  and  Au 
tralia  are  on  the  recovery  trail,  whi. 
the  NICs  and  China  are  still  postin 
strong  growth. 

The  biggest  cloud  on  the  econorri 
horizon,  says  Held,  is  Mexico,  where  th 
economy  has  slowed  significantly.  Afte 
rising  handily  through  much  of  last  yea 
U.  S.  exports  to  Mexico  have  been  d< 
dining  since  the  third  quarter. 
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A  copier  only  runs  as  smoothly 
as  the  company  behind  it. 


It's  a  situation  all  too  common.  The  copier  seems  fine. 
No  toner  smearing.  No  "clear  paper  path"  flashing.  No 
problems  here. 

Unless,  of  course,  you  count  the  line  of  people  down 
the  hallway.  Because  the 
copier's  too  slow. 

Or  the  accountant  who's 
shaking  his  head  disapprov- 
ingly. Because  you  bought 
more  machine  than  you'll 
ever  need. 

It  could  happen  to  anyone. 
But  let  us  tell  you  why  it 
wouldn't  with  Royal  Copystar. 

Everything  we  do  is  designed  to  deliver 
the  copier  solution  that's  right  for  your  busi- 
ness. Not  someone  else's.  It  starts  with  the 
thorough  technical  knowledge  that  comes 
from  fifty  years  in  the  business.  But  it  truly 
just  begins  there. 


Informative  as  this  ad  is,  you 
can  only  understand  our  special 
kind  of  service  face-to-face 


ROYAL 


COPYST/X 


We  know  what  it's  like 
to  buy  a  copier. 


Next  comes  a  thorough 
analysis  based  on  decades  of 
experience  with  the  office 
environment.  And  how  peo- 
ple work  within  it.  It's  what 
helps  us  determine  what's 
right  for  your  needs,  based 
on  issues  such  as  lowering 
fixed  costs  as  much  as  toner 
cartridges  or  paper  bins. 

Then,  and  only  then,  do 
we  help  you  select  from  our 
full  line  of  copiers,  from  14  cpm  desktop  models  to  70  cpm 
high-volume  systems.  And  back  each  one  up  with  the  ser- 
vice support  of  the  world's  third-largest 
copier  manufacturer. 

To  find  out  what  solution  we  can  design 
for  you,  call  us.  Because  companies  should 
stand  behind  their  copiers,  not  endless  lines 
of  people. 


The  Royal  Copystar  2325 
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The  Royal  Copystar  2270 
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For  more  information  call  1-800-824-STAR. 
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[LARRY,  MOE  &  CURLY] 


[RHYTHM  &  BLUES] 


[MICROSOFT  EXCEL,  WORD,  POWERPOINT  &  MAIL] 


[ROY  &  TRIGGER] 


[BACON,  LETTUCE  &  TOMATO] 


[FRED  &  ETHEL] 


[WILBUR  &  ORVILLE] 


SOME  RELATIONSHIPS 
JUST  WORK  PERFECTLY. 


It's  not  just  that  some  of  the  best 
software  for  Windows"  comes  in  a 
single  box.  (Its  called  The  Microsoft 
Office  for  Windows  and  includes 
Microsoft"  Excel,  Word,  Mail  and 
PowerPoint  presentation  graphics.) 

The  point  is,  all  of  this  software 
works  together  on  your  comput- 
er. Smoothly.  Intuitively.  So  you  can 
concentrate  on  your  work. 

For  example,  you  can  write  a  re- 
port using  Word,  then  cut  and  paste 
a  chart  from  a  Microsoft  Excel 
spreadsheet  right  into  your  text.  The 
finished  document  will  look  just 
how  you  expected  it  to.  No  surprises. 

With  Mail,  you  can  also  send 
your  report  over  to  the  corner  of  fice 
for  comments.  Or  use  PowerPoint 
to  create  handouts  for  a  big  meeting. 

And  once  you  know  one 
Microsoft  program,  you're  well  on 
your  way  to  knowing  them  all. 
Even  the  first  time,  things  will  look 
reassuringly  familiar.  Menus  and 
toolbars,  for  instance. 

The  Of  fice  is  designed  to  meet 
your  essential  business  needs, 
with  programs  that  work  together 
like  they  were  meant  for  each  other. 

Like  pen  &  paper.  Or  Romeo  & 
Juliet.  Well,  you  get  the  idea. 


Making  it  easier 


©  IW  Microsoft  Corporation.  All  rights  reserved.  Printed  in  the  USA.  In  the  50  United  Stiles,  call  (800)  426-9400,  Dept  KA2;  customers  in  Canada,  call  IS00I  563-9048;  outside 
the  SO  United  States  and  Canada,  call  (206)  936  8661  Microsoft  and  PowerPoint  ate  registered  trademarks  and  Windows  and  the  Windows  logo  ate  trademarks  of  Microsoft 
Corporation  Rov  &  Trigger  courtesy  of  Roy  Rogers  Enterprises;  Orville  ik  Wilbur  Wright  licensed  by  The  Roger  Richman  Agency,  Inc.,  Beverly  I  tills,  California;  LARRY.  MOE  & 
CURLY'"  and  Tl  II  III  RI  L  S  I IX  IGLS  "  ale  trademarks  of  Norman  Maurer  Productions,  Inc 


WE  ASKED  OUR  CUSTOMERS 
FOR  A  FEW  GOOD  POINTERS 

ON  HOW  TO  DESIGN  A  TOTAL 
COMMUNICATIONS  SOLUTION. 


"Make  it  advanced."  > 

We  don't  want  promises. 
We  want  powerful  features 
that  work  right  now. 
Union  Pacific  Railroad 


'Make  it  effortless.' 

Don't  just  sell  us  a 
system.  Take  full 
responsibility  for 
success  at  every  step 
Sky  Chefs 


"Make  it  versatile."-. 

We  want  to  access 
voice,  data  and  video 
information  with  one 
integrated  system. 
Cal  State  University, 
Fresno 


'Make  it  reliable."'* 

When  you're  as  service- 
oriented  as  we  are,  you 
can't  afford  any  surprises 
on  the  front  line. 
United  Ad  Label 


Make  it  flexible." 

It  has  to  work  for  a  lot  o 
different  people  in  a  lot 
different  configurations. 
Center  for 
Blood  Research 


<  "Make  it  fit." 

Be  willing  to  learn  about 
our  business  and  tailor  a 
system  that's  right  for  u 
New  Jersey  Transit 


Make  it  expandable.' 

We  want  a  system  that 
can  meet  our  needs 
today  and  grow  with  us 
in  the  future. 
McLaren  Regional 
Medical  Center 


"Make  it  compatible." 

We  use  equipment  from 
a  variety  of  vendors. 
Can  you  make  it  all 
work  together? 
Cox  Enterprises 


"Make  it  affordable." 

Give  us  a  non-blocking 
architecture  that  doesn't 
require  a  lot  of  extra 
equipment. 
Venture  Stores 


L  seel  to  be,  the  (ink  question  was  how  many  phones:  "Hove  many  people  work  here?  106? 
OK,  you  need  105  little  phones  ami  one  big  one  (for  the  receptionist).  " 

Now ,  the  question  is,  how  do  you  use  your  phones?  Do  you  sell  by  phone?  Do  you  buy  by  phone?  Do  you 
switch  data,  use  voice  mail,  videoconference?  Only  after  closely  analyzing  your  strategic  requirements  and 
phone  use  patterns  -  patterns  that  even  you  may  not  be  completely  aware  of  -  do 
we  tailor  a  total  package  of  specialized  applications  that  precisely  fits  your  needs. 
To  learn  more  about  the  Fti|itsu  F9600  ISDN  PBX,  call  us  at  1-800-553-3263. 

The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-bilhon  global  telecommunications  leader  serving  over  100  countries 


FujfTSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


usiness  Outloo 


Y  17,  1993 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


URE,  IT  LOOKS  BAD,  BUT  DON'T  KISS  OFF 
HE  SECOND  QUARTER  YET 


PURCHASERS  SEE 
EAKNESS  IN  APRIL 


ALL  INDUSTRIAL 
ACTIVITY 


AN. '92  APR. '93 

PERCENT  REPORTING  IMPROVEMENT 
DATA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


s  it  a  quadruple  dip?  More  precisely:  Is  growth  in  the 
U.  S.  economy  slipping,  yet  again,  to  a  pace  that  feels 
like  a  recession  because  it  is  too  puny  to  create  jobs? 
Some  of  the  latest  data  look  disturbing  enough.  The 
trch  readings  for  consumer  spending,  factory  orders, 
i  the  forward-looking  index  of  leading  indicators  all 
nbled.  Those  losses  mainly  reflect  the  month's  bliz- 
■d  that  blanketed  the  East  Coast  and  depressed  sales 
i  output.  But  the  size  of  some  of  the  declines  sug- 
3ts  more  weakness  than  the  storm  alone  can  explain. 

And  it's  not  just  the  weather- 
beaten  March  data.  The  nation's 
purchasing  managers  gave  a 
downbeat  assessment  of  April 
^orders  X  1  manufacturing  activity  (chart), 

f^A\        and  the  broad  M2  measure  of 
f^^^^p  the  money  supply,  which  fell  pre- 

cipitously in  the  first  three 
months  of  the  year,  gives  no  hint 
of  an  April  turnaround. 

All  this  comes  on  the  heels  of 
the  economy's  lackluster  perfor- 
ince  last  quarter,  when  real  gross  domestic  product 
>e  at  a  tepid  1.8%  annual  rate.  That  followed  growth  of 
%  and  4.7%,  respectively,  in  the  third  and  fourth  quar- 
s  of  1992.  The  GDP  numbers  showed  a  disconcerting  mix 
falling  demand  and  inventory  accumulation  that  typical- 
presages  trouble  for  future  output. 

KEEP  AN  Is  trouble  brewing?  Not  yet.  It  is  still 
EYE  ON  too  early  to  kiss  off  the  second  quarter. 
IOBS  AND  So  far  in  April,  reports  from  retailers  and 
RETAILING  car  dealers  are  encouraging.  Also,  the 
deral  Reserve  Board's  May  5  report  on  business  activ- 
,  covering  the  period  from  Mar.  1  through  Apr.  23, 
m  that  the  economy  is  showing  "generally  modest  im- 
jvement"  across  much  of  the  nation, 
lb  be  sure,  the  economy's  ability  to  bounce  back  this 
arter  will  be  pivotal  to  the  outlook,  but  the  real  tests  of 
it  resilience  will  be  the  broader  April  reports  on  em- 
yment  and  retail  sales,  clue  out  in  early  May. 
Those  numbers  will  decide  how  much  of  the  economy's 
irch  weakness  was  weather-related  and  how  much  was 
I.  A  gain  in  April  nonfarm  payrolls  that  is  significant- 
below  the  three-month  trend  of  about  150,000  jobs  per 
>nth  suggests  new  weakness  in  the  labor  markets.  Also, 
3  failure  of  retail  sales  to  rebound  by  at  least  1%,  follow- 
r,  March's  1%  drop,  implies  that  consumers  may  have 
>re  problems  than  just  bad  weather. 


The  March  index  of  leading  indicators  looks  especially 
foreboding.  It  fell  1%,  a  drop  rarely  seen  in  an  expansion, 
except  in  special  circumstances.  Nine  of  the  11  indica- 
tors that  make  up  the  index  declined.  However,  fewer 
building  permits  and  a  shorter  factory  workweek— two 
gauges  strongly  affected  by  the  snowstorm— accounted 
for  half  of  the  overall  dip. 

The  recent  collapse  in  the  M2  money  supply  also  would 
seem  to  be  a  red  flag  signaling  recession  redux.  M2  fell 
last  quarter  for  the  first  time  on  record.  Normally,  that 
decline  surely  would  have  meant  a  drop  in  real  GDP. 

These  are  not  normal  times,  though.  The  data  strongly 
imply  that  M2  is  depressed  by  outflows  of  money  from 
bank  deposits  into  stock  and  bond  mutual  funds  that  are 
not  part  of  M2.  This  trend  reflects  the  long-standing  diver- 
gence between  short-  and  long-term  interest  rates. 
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One  of  the  newest  concerns  for  the  second 
quarter  is  last  quarter's  large  accumula- 
tion of  inventories  in  concert  with  weak 
demand.  The  GDP  report  showed  that 
stock  levels  of  nonfarm  businesses  grew  at  an  annual 
rate  of  $32.5  billion,  the  largest  advance  in  four  years, 
while  final  sales  fell  at  a  0.3%  rate. 

However,  the  inventory  rise 
is  not  as  ominous  as  it  looks. 
Stock  levels  in  manufacturing  did 
not  grow  at  all  last  quarter 
(chart),  and  the  gain  in  whole- 
saling was  small.  The  bulk  of  the 
buildup  occurred  in  retailing,  and 
more  than  half  of  that  was  autos. 
All  this  fits  with  the  March 
storm:  Cars  and  other  goods  can- 
not move  when  businesses  are 
closed. 

Moreover,  the  inventory  backup  and  the  falloff  in  de- 
mand occurred  in  totally  different  sectors.  The  real  villain 
behind  last  quarter's  drop  in  final  sales  was  a  25.5%  annu- 
al rate  of  decline  in  defense  spending.  That  was  the  larg- 
est plunge  since  the  end  of  World  War  II.  Excluding  de- 
fense, final  sales  slowed  from  a  robust  5.7%  rate  of  growth 
in  the  fourth  quarter  to  a  not-so-alarming  1.3%. 

Clearly,  growth  in  the  second  quarter  cannot  escape 
some  impact  from  the  first-quarter  inventory  buildup. 
Even  if  demand  growth  rebounds,  some  of  the  buying  will 
simply  reduce  inventories  without  spurring  new  produc- 
tion. In  the  GDP  numbers,  that  results  in  a  wash. 

That  process  could  explain  why  manufacturing  orders 
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and  production  looked  weak  in  the  April  report  from  the 
National  Association  of  Purchasing  Management.  The 
napm's  index  of  industrial  activity  fell  to  49.7%  last  month. 
A  reading  below  50%  means  that  the  factory  sector  is  con- 
tracting. To  the  extent  that  retailers  and  car  dealers  sold 
from  their  inventories,  they  didn't  order  from  factories.  In 
that  way,  March  weather  may  be  having  a  delayed  impact 
on  factory  activity. 

However,  a  broader  survey  of  manufacturers  done  by 
Dun  &  Bradstreet  Corp.  shows  that  optimism  held  at  a 
record-high  level  in  April.  That  confidence,  combined  with 
the  Commerce  Dept.'s  report  that  the  ratio  of  factory 
inventories  to  shipments  dropped  to  an  all-time  low  of  1.46 
in  March,  suggests  further  output  gains. 

MORE  MIW  To  be  sure,  the  future  direction  for  manu- 
HOMES  MAY  facturing  lies  in  the  hands  of  consumers 
DOT  THE  wh0  didn't  lend  much  help  to  the  first 
HORIZON  quarter.  Their  1.2%  pace  of  spending  was 
far  below  the  fourth-quarter  pace  of  5.1%.  Still,  aftertax  in- 
come grew  twice  as  fast  as  outlays,  the  savings  rate 
jumped  (chart),  and  April  buying  looks  a  little  better. 

In  storm-whipped  March, 
spending  fell  by  0.4%.  That  caus- 
es an  arithmetic  problem  that 
could  put  the  economy's  growth 
prospects  for  this  quarter  at  a 
disadvantage.  Because  outlays 
ended  the  first  quarter  below 
their  quarterly  average,  real 
spending  will  have  to  increase 
by  0.4%  in  each  of  the  next 
three  months  in  order  to  grow 
at  an  annual  rate  of  2%  for  the 
second  quarter.  Consumers  have  shown  that  kind  of  stam- 
ina only  three  times  in  the  last  four  years. 

However,  shoppers  may  well  be  up  to  the  challenge. 
Sales  of  U.  S.-made  vehicles  rose  to  an  annual  rate  of 
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11.8  million  in  April,  the  fastest  pace  in  more  than  th«e 
years.  Demand  for  cars  and  light  trucks  was  one  of  m 
major  drags  on  spending  last  quarter.  A  bounce-b» 
here  during  the  spring  would  boost  consumer  spendini- 
along  with  factory  orders  and  production. 

In  addition,  the  Johnson  Redbook  Report  says  that  Ai 
department-store  •  sales  were  running  2.1%  above  thl 
March  level.  Gains  at  both  car  dealers  and  departm* 
stores  suggest  a  healthy  increase  for  total  April  retfl 
sales,  which  will  be  reported  on  May  13. 

Consumers  may  be  opening 
their  wallets  a  bit  wider  because 
there  is  more  green  inside.  Per- 
sonal income  rose  by  a  solid 
0.6%  in  March,  although  farm 
subsidies  lifted  the  total.  But  af- 
ter taxes  and  inflation,  income 
is  on  an  uptrend.  Real  dispos- 
able income  grew  at  a  2.7%  an- 
nual rate  in  the  first  quarter,  a 
pace  strong  enough  to  keep  con- 
sumer spending  on  the  rise. 

More  muscle  in  the  housing  market  also  argues  for 
spring  pickup  in  shopping,  especially  for  furniture  and  a 
pliances.  Single-family  home  sales  rose  by  4.8%  in  Marc 
to  an  annual  rate  of  637,000.  Plus,  sales  in  each  of  t 
three  previous  months  were  revised  higher. 

The  burst  in  buying  pared  builders'  supply  of  unso 
homes  to  just  5.1  months  in  March  from  5.3  months 
February.  The  supply  has  been  running  at  this  lean  pa 
for  six  months  now  (chart).  Inventories  haven't  been  tl 
low  for  that  long  in  20  years.  This  means  that  horn 
building  will  be  a  big  contributor  to  growth  this  quarte 

It  also  means  that  it's  way  too  early  to  write  the  obi 
uary  on  this  expansion— or  even  on  the  second  quarte 
The  key  will  be  the  April  data  that  are  now  starting 
trickle  in.  If  they  don't  show  some  bounce,  then  neith 
will  the  economy. 
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PRODUCER  PRICE  INDEX 


Wednesday,  May  12,  8:30  cum. 
Producer  prices  of  finished  goods  likely 
rose  by  0.2%  in  April,  according  to  the 
median  forecast  of  economists  surveyed 
by  MMs  International,  a  division  of  Mc- 
Graw-Hill Inc.  However,  the  drop  in 
some  cigarette  prices  may  have  caused  a 
smaller  increase  in  overall  wholesale  in- 
flation than  is  generally  expected.  In 
March,  a  runup  in  energy  costs  caused 
producer  prices  to  rise  by  0.4%. 

CONSUMER  PRICE  INDEX  

Thursday,  May  13,  8:30  cum. 
Consumer  prices  likely  increased  by 
0.3%  in  April,  faster  than  their  0.1%  rise 
in  March.  But  like  producer  prices,  con- 


sumer prices  in  April  may  have  in- 
creased by  less  than  is  forecast  because 
of  falling  tobacco  prices. 

RETAIL  SALES  

Thursday,  May  13,  8:30  a.m. 
The  MMS  economists  expect  that  retail 
sales  bounced  back  by  0.9%  in  April,  af- 
ter declining  1%  in  March.  Snowstorms 
hurt  sales  in  March,  while  rising  pur- 
chases of  cars  and  light  trucks  helped  in 
April.  Even  so,  excluding  cars,  store 
sales  probably  rose  0.8%  in  April,  after 
dropping  1.2%  in  March. 

INDUSTRIAL  PRODUCTION  

Friday,  May  H,  9:15  cum. 

Industrial  production  probably  fell  by 

0.1%  in  April,  after  no  gain  in  March. 


That's  suggested  by  the  steep  declii 
in  the  National  Association  of  Purchasir 
Management's  index  of  production 
April.  As  a  result,  capacity-utilizatic 
rates  for  all  industry  likely  dropped 
79.8%  in  April,  from  79.9%  in  March. 

BUSINESS  INVENTORIES  

Friday,  May  1A,  10  cum. 
The  MMS  survey  reports  that  inventi 
ries  held  by  factories,  wholesalers,  an 
retailers  probably  rose  by  0.4%  in  Marcl 
with  most  of  the  buildup  coming  in  retai 
Business  inventories  also  increased 
0.4%  in  February.  Business  sales  pro! 
ably  advanced  a  small  0.1%  in  Marcl 
after  rising  0.6%  in  February.  A  1.1' 
gain  in  factory  shipments  was  partiall 
offset  by  a  1%  drop  iii  retail  buying. 
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Whaf  s  really  holding  your  company  back? 


You'll  find  out  when  you  discover  your  real 
business  problems — the  ones  hidden  in  your 
inderlying  business  practices. 

And  that's  where  our  proprietary  knowledge 
?ase  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
/our  operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
:he  board. 

So  we  can  gain  insight  into  what's  slowing 
/ou  down.  And  roll  out  more  creative  ways  to  help 
^ou  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ng  resource  of  its  kind.  Driven  by  an  advanced 
ipplication  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
lasting  progress — on  paper  and  in  practice. 


Best  Practices 
Putting  insight 
into  practice ; 


Arthur 
Andersen 


|1993  Arthur  And  ersen  &  Co.  All  rights  reserved. 
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AS  MORE  JOBS  VANISH,  A  SHAKY  ECONOMY  GETS  HAMMEREg 
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ver  have  a  tooth  filled,  and  then 
suddenly,  a  month  or  two  later, 
I  you  get  a  raging  ache  in  the  same 
spot?  That,  simply  put,  is  what  defense 
cutbacks  are  doing  to  the  economy. 

Until  now,  tin  nights  of  declining  de- 
fense spending  and  arms  cutbacks  gen- 
erally have  been  tempered  by  visions  of 
peace  dividends  and  a  gentle  post-cold- 
war  letdown.  Even  announcements  of 
pending  layoffs  and  plant  closings  were 
items  that  could  be  worried  about  later: 
Much  of  the  bloodletting  was  scheduled 
for  what  seemed  the  distant  future. 

Suddenly,  the  future  is  now,  and  the 
harsh  reality'  is  hitting  many  local  com- 
munities— and  a  weak  economy — like  a 
painful  throb  in  a  molar.  First-quarter 
growth  was  only  a  meager  1.8'/!,  thanks 
in  part  to  a  big  drop  in  defense  spend- 
ing. Defense  purchases  of  goods  and 


services,  adjusted  for  inflation,  are  pro- 
jected to  fall  by  107-  this  year.  That's 
more  than  the  cumulative  cuts  for  the 
previous  four  years  put  together.  And 
the  pace  of  actual  defense  industry  lay- 
offs— as  opposed  to  just  announce- 
ments— has  accelerated  by  357  in  recent 
months  (chart).  "What  we're  seeing  is 
the  bow  wave  beginning  to  hit,"  says 
Richard  Bitzinger,  an  analyst  at  the  De- 
fense Budget  Project  in  Washington. 
"We're  finally  coming  to  the  end  of  the 
1980s  buildup." 

deep  slide.  Unfortunately,  the  latest 
surge  in  defense  cuts  is  hammering  an 
already  vulnerable  economy.  So  far  this 
year,  Corporate  America  has  announced 
layoffs  of  more  than  200,000,  with  many 
more  to  come  from  stumbling  behe- 
moths such  as  IBM.  An  almost  four-point 
decline  in  the  April  purchasing  manag- 


ers' index,  meanwhile,  suggests  thai 
manufacturing  is  slumping,  at  least  terrl 
porarily.  Overseas  demand  for  U.  S.  em 
ports  is  faltering  as  Germany  slides 
deeper  into  recession  and  France  foil 
lows.  And  consumers  and  businesses  art 
worried  about  the  prospect  of  huge  taa 
increases  to  pay  for  the  Clinton  Adminisjj 
tration's  economic  and  health  plans. 

That's  not  to  say  that  the  U.  S.  is  oil 
the  verge  of  another  recession.  Mosfl 
economists  expect  growth  to  regain  mo| 
mentum  in  coming  months.  Auto  sales! 
are  strengthening,  for  instance,  and  th<| 
housing  market  is  sure  to  revive  afteii 
its  blizzard-induced  coma  in  March. 

But  the  defense  industry's  downsizing 
still  looms  large.  All  told,  this  year's! 
drop  in  defense  spending  could  depress 
1993's  economic  growth  by  a  full  per 
centage  point.  "It's  like  pneumonia  to  it 
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.tient  who  is  weak  already,"  says  Rich- 
d  Belous,  chief  economist  for  the  Na- 
mal  Planning  Assn. 
Indeed,  defense  job  losses  are  rocking 
most  every  region  of  the  country.  In 
e  Dallas-Fort  Worth  area,  the  two 
rgest  defense  subcontractors  have  an- 
lunced  big  layoffs  in  recent  months.  In 
;bruary,  Texas  Instruments  Inc.  said  it 
auld  cut  nearly  900  workers.  On  top  of 
at,  Vought  Aircraft  Co.,  formerly  LTV 
srospace,  which  makes  major  portions 
the  B-2  stealth  bomber  in  Dallas,  has 
id  it  will  cut  1,500  jobs  this  year,  after 
:ing  an  equal  number  last  year. 
Why  are  the  cuts  coming  so  fast  and 
rious  now?  Many  contractors  are  find- 
g  that  the  peace  dividend  just  isn't 
orking  out.  For  one,  Lukens  Inc.,  a 
lecialty  steel  producer  based  in  Coats- 
lle,  Pa.,  lost  money  during  the  first 


quarter  on  corrosion-protection  products, 
reflecting  weak  construction  activity. 
And  demand  for  Lukens'  military  alloy 
plate,  which  goes  into  tanks  and  subma- 
rines, has  shriveled — pushing  the  compa- 
ny into  less  profitable  civilian  markets. 

Small  subcontractors  don't  often  make 
headlines,  but  they're  adding  to  the  pain. 
Just  ask  John  E.  Gregory,  president  and 
CEO  at  J.  T.  Slocomb  Co.,  a  South  Glas- 
tonbury (Conn.)  subcontractor  to  Pratt  & 
Whitney  Co.  and  other  aerospace  compa- 
nies. In  the  past  18  months,  declining 
orders  have  forced  him  to  cut  his  work 
force  in  half,  to  200,  and  to  close  plants 
in  Waterbury,  Conn.,  and  Wildwood,  Fla. 
"What  we  are  doing  is  reducing  our 
staff  to  keep  a  smaller  amount  of  people 
working  [full-time],"  Gregory  says. 

Depressed  labor  markets  are  magnify- 
ing the  impact  of  the  cutbacks.  Laid-off 


defense  workers  are  finding  "No  Hir- 
ing" notices  up  in  all  sorts  of  specialties 
where  they  might  have  been  hired  a 
year  or  two  ago.  Such  previously  strong 
alternatives  as  commercial  aerospace 
and  high  technology  are  now  cutting 
back,  too.  Northrop  Corp.  recently  an- 
nounced 2,400  layoffs  after  Boeing  Co. 
scaled  back  production  of  the  civilian  747 
jets.  And  employment  in  the  U.  S.  semi- 
conductor and  computer  industries  is 
down  by  30,000  over  the  past  year.  The 
typical  result:  A  study  of  workers  laid 
off  from  McDonnell  Douglas  Corp.'s  St. 
Louis  operations  showed  that  up  to  a 
year  after  losing  their  jobs,  44%  had  not 
found  any  work. 

The  white-collar  set  isn't  faring  much 
better.  Fully  half  of  all  technical  and 
professional  employees — largely  engi- 
neers and  scientists — working  in  South- 
ern California's  defense  and  aerospace 
industry  have  lost  their  jobs,  according 
to  an  upcoming  study  from  Rand  Corp. 
A  year  after  being  laid  off,  most  of 
those  highly  skilled  workers  have  not 
found  other  work.  "Southern  California 
is  a  lot  worse  than  people  realize,"  says 
James  N.  Dertouzos,  a  Rand  economist. 
more  to  come.  When  arms  workers  do 
land  new  jobs,  they  usually  find  their 
incomes  downsized.  For  instance,  hiring 
at  the  booming  Foxwoods  Casino  in  Led- 
yard,  Conn.,  run  by  the  Mashantucket 
Pequot  Indians,  has  helped  cushion  the 
defense  job  cuts  at  the  General  Dynam- 
ics Corp.'s  Electric  Boat  shipyards  in 
nearby  Groton.  But  the  casino  pays  257" 
to  40%  less  than  the  $13  or  so  hourly 
that  the  shipyard  paid. 

There's  more  bad  news  coming:  The 
third  round  of  military  base  closings  in 
five  years  is  on  its  way.  In  mid-March, 
Defense  Secretary  Les  Aspin  proposed 
closing  31  major  military  installations  by 
the  year  2000,  plus  cuts  at  dozens  of 
smaller  bases.  The  toll  on  communities 
such  as  Charleston,  S.  C,  longtime  home 
to  a  large  naval  port,  could  be  stark.  In 
early  May,  state  and  local  officials  in 
South  Carolina  told  Congress  that  plans 
for  plant  closings  could  cost  more  than 
36,000  jobs  and  take  a  $1.1  billion  slice 
out  of  the  local  annual  payroll. 

Worst  of  all:  It  ain't  over  yet.  The 
Clinton  Administration  wants  to  slice 
$127  billion  worth  of  defense  spending 
out  of  the  budget  over  the  next  five 
years,  but  it  hasn't  figured  out  what 
programs  or  people  will  be  cut.  Add  it  all 
together  and  one  thing  is  clear:  Ameri- 
cans keep  waiting  for  the  boom  after  the 
bust.  What  many  are  getting,  instead,  is 
the  dull  ache  of  layoffs  and  cutbacks. 

By  Michael  J.  Mandel  in  New  York  and 
Tim  Smart  in  New  Haven,  with  Eric  Schine 
in  Los  Angeles,  Christopher  Farrell  in  New 
York,  and  bureau  reports. 


BUSINESS  WEEK/MAY  17,  1993  35 


THE  WHITE  HOUSE  I 


THE  1993V2  CLINTON 
PULLS  ONTO  THE  TRACK 


Can  he  win  back  a  Middle  America  turned  off  by  his  sputtering  start? 


The  first  Clinton  Administration  is 
dead.   Hail  to  the  new  Clinton 
Administration. 
That,  at  least,  is  the  tune  that  some 
Democrats  are  singing  amid  signs  that 
President  Clinton  is  steering  his  drifting 
ship  of  state  toward  the  political  center. 

During  his  first  100  days,  Clinton's 
initial  focus  on  deficit  cutting  and  eco- 
nomic stimulus  was  obscured  by  such 


heightened  by  fears  of  a  health-care 
plan  financed  with  stiff  new  taxes — sent 
his  poll  ratings  down  and  triggered  in- 
tensive White  House  strategy  sessions. 
Although  talks  are  ongoing,  White 
House  advisers  say  the  President  is 
weighing  steps  to  shake  his  image  as  a 
traditional  Democrat — and  rekindle  his 
appeal  to  swing  voters.  Among  the 
options: 


PUSH-PULL 
IN  THE 
CLINTON 
WHITE 
HOUSE 


BENTSEN:  MIDDLE-OF-THE-ROAD 

PRAGMATISTS 

Moderates,  led  by  Lloyd  Bentsen, 
believe  long-term  investment  is 
more  important  than  stimulus 

Bentsenites  scoff  at  market-share 
targets  and  fret  that  the  ap- 
proach could  trigger  a  trade  war 

Economic  advisers  oppose  price 
controls  and  want  a  limited 
health-reform  plan 

Moderates  urge  the  Prez  to  stress 
crime  prevention,  welfare  reform, 
and  "New-Democrat"  issues 


THE 
ECONOMY 


TRADE 


HEALTH 
CARE 


SOCIAL 
ISSUES 
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MAGAZINER:  HEALTH  CRUSADER 

TRUE  BELIEVERS 

Worried  that  the  recovery  has 
stalled,  liberals  want  to  revive 
the  President's  stimulus  package 

Trade  czar  Mickey  Kantor  and 
others  want  Japan  to  agree  to 
market-share  targets 

Health  guru  Ira  Magaziner  wants 
reform  that  pairs  big  benefits 
with  stiff  new  taxes 

Activists  have  prodded  Clinton  to 
move  on  issues  such  as  abortion 
rights  and  gays  in  the  military 


issues  as  gay  rights,  abortion,  "diversi- 
ty," and  a  profusion  of  White  House 
initiatives.  The  impression,  says  a  party 
moderate,  "was  of  an  agenda  that  was 
skewed  to  the  left.  We  saw  the  Clinton 
who  worked  for  McGovern  in  72,  not  the 
man  who  headed  the  [centrist]  Demo- 
cratic Leadership  Council"  in  1989-90. 

The  perception  that  Clinton  was  edg- 
ing out  of  the  cultural  mainstream — 


■  Send  in  the  grown-ups.  Until  now,  Clin- 
ton has  shown  unswerving  faith  in  his 
White  House  crew  of  youthful  former 
campaign  aides,  known  collectively  as 
"the  children"  on  Capitol  Hill.  But  the 
President  now  believes  that  an  inexperi- 
enced White  House  team,  presided  over 
by  Chief  of  Staff  Thomas  F.  McLarty 
III,  has  failed  to  exercise  coherent  man- 
agement over  the  Administration.  Says  a 


senior  White  House  official:  "Mack  h 
too  much  on  his  plate." 

A  Washington  neophyte  whose  ov< 
whelmed  deputy  is  36-year-old  Mark 
Gearan,  McLarty  is  expected  to  appoi 
Roy  M.  Neel,  an  aide  to  Vice-Preside 
Al  Gore,  to  help  run  operations.  Inside 
also  say  that  a  Clinton  intimate  may 
named  counselor  and  given  the  diffici 
task  of  keeping  Bill  and  Hillary  Rodha 
Clinton  from  flooding  the  Hill  with  libe 
al  nostrums.  "Clinton  needs  a  counseli 
who  focuses  on  the  budget,  health  car 
and  whatever  foreign  crises  come  up- 
and  obliterates  everything  else,"  sa; 
one  adviser. 

Meanwhile,  communications  cz 
George  R.  Stephanopoulos,  who  aliena 
ed  the  press  by  keeping  it  at  bay,  w 
curb  his  public  role,  ostensibly  to  foci 
on  strategy.  He  has  "gotten  too  glamo 
ous  too  fast,"  says  a  party  veteran 

Until  now,  White  House  political  aidt 
have  been  a  remarkably  insular  bune 
Increasingly,  though,  they  are  seekin 
the  advice  of  veteran  Democratic  pol, 
"A  lot  of  people  who  weren't  asked  int 
the  Administration  are  smiling  today 
says  one  such  operative.  "We  predicte 
this  crew  would  go  four  months,  scre^ 
up,  and  start  asking  for  help." 

■  Rediscover  the  economy.  Although  Clir 
ton  began  his  Presidency  with  spendin: 
restraint  and  competitiveness  as  ovei 
arching  themes,  he  now  concedes  tha 
his  eagerness  to  solve  social  problem 
contributed  to  the  Administration's  pol  ji 
cy  vertigo.  As  a  result,  he  is  focusinj 
more  of  his  public  exhortations  on  th  if 
need  to  pass  his  budget,  and  with  it,  i 
long-term  investment  strategy. 

Although  some  deny  it,  there  are  als< 
signs  that  Clinton's  moderate  economi* 
team — Treasury  Secretary  Lloyd  Bent 
sen,  Budget  Director  Leon  E.  Panetta 
National  Economic  Council  honcho  Rob 
ert  E.  Rubin — are  pressuring  for  mor< 
disciplined,  less  interventionist  policies 
Panetta  has  warned  openly  that  unless 
Clinton  delays  the  North  American  Fre< 
Trade  Agreement  and  his  health-can 
blueprint,  he  risks  sinking  his  entire  eco 
nomic  program. 

The  health  plan  has  become  a  particu 
lar  target  of  centrists.  In  an  Apr.  2£ 
briefing  by  health  coordinator  Ira  C 
Magaziner,  stunned  Clinton  economic 
aides  were  told  the  plan  could  cost  the 
government  upwards  of  $100  billion  in 
new  spending  a  year.  Publicly,  Rubin 
insists  that  "Ira  has  done  a  magnificent 
job."  Privately,  Clinton's  economists 
have  begun  a  campaign  to  limit  the  pro- 
gram's scope  and  to  cut  the  burden  on 
companies  and  the  middle  class.  "There 
is  a  great  deal  of  concern  among  thej 
President's  economic  advisers  that  we! 
not  take  on   more  than   the  system: 
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i  bear,"  says  one  Clinton  confidant. 
\s  the  Administration's  leading  con- 
■vative,  Treasury's  Bentsen  has  be- 
ne especially  active  in  the  drive  to 
ide  policy  back  toward  the  center.  He 
5  emerged  as  an  increasingly  vocal 
tic  of  medical  price  controls,  bellicose 
de  rhetoric,  and  overregulation  of 
siness.  Even  Labor  Secretary  Robert 
Reich,  a  liberal,  has  changed  his  tune, 
ich  recently  disappointed  union  allies 
endorsing  NAFTA,  and  he's  among 
»se  urging  caution  on  health  care. 
Set  back  to  the  future.  Concerned  about 
i  liberal  cast  of  Clinton's  early  poli- 
s,  aides  have  begun  consultations 
;h  DLC  President  Al  From  and  key 
'derates.  The  results  are  already  evi- 


dent: On  Apr.  30 — day  101  of  the  re- 
tooled Clinton  Presidency — the  First 
Wonk  journeyed  to  New  Orleans.  There, 
to  cheers  of  DLC  members,  he  unveiled  a 
plan  to  offer  $10,000  in  college  loans  to 
young  people  in  exchange  for  two  years 
of  public  service. 

The  national-service  plan  is  the  first  of 
a  series  of  new  centrist  initiatives  Clin- 
ton will  unleash.  In  July,  there  will  be  a 
plan  to  streamline  government.  This  fall, 
he'll  announce  a  proposal  to  step  up 
training  of  welfare  mothers — and  to  cut 
off  benefits  after  two  years.  The  crime 
issue,  which  dropped  off  Clinton's  radar 
screen  in  Phase  I  of  his  Presidential  od- 
yssey,  will  make  a  comeback,  too.  Dur- 
ing budget  talks,  he'll  lobby  hard  for 


more  funds  for  law  enforcement.  The 
intent,  says  From,  "is  to  reinforce  the 
themes  of  opportunity,  responsibility, 
and  community." 

Will  any  of  it  work?  Maybe.  Many 
analysts  believe  that,  although  Clinton's 
leftward  lurch  has  cost  him  some  crucial 
support  among  business,  independents, 
and  GOP  moderates,  he  still  has  time  to 
recoup  with  a  return  to  middle-class 
themes.  "It'll  be  difficult  to  get  back  on 
his  message,"  says  University  of  Virgin- 
ia political  scientist  Larry  Sabato.  "But 
Clinton  has  shown  that  he  can  keep  rein- 
venting himself."  Presto!  Ladies  and 
gentlemen  .  . .  meet  the  New  Clinton. 

By  Lee  Walczak  and  Susan  B.  Garland 
in  Washington 


Commentary/by  Douglas  Harbrecht 

TRADE:  'PERHAPS  WE  SHOULD  JUST  SHUT  UP  FOR  A  WHILE' 


N 


othing  annoys 
U.  S.  Trade  Repre- 
sentative Mickey 
antor  so  much  as  the 
iggestion  that  there 
light  be  some  ideology 
;hind  Clinton  Administra- 
on  trade  policy.  "Man- 
ned trade,  free  trade,  pro- 
>ctionism — we  reject 
lese  labels,"  he  huffs. 
No  wonder  that  those 
roping  to  describe  the 
lessage  behind  the  Ad- 
linistration's  trade  policy 
se  the  word  "confused." 

0  hear  some  tell  it,  the 
dministration  is  engaged 

1  a  trade  war — with  itself, 
ree  traders,  such  as  Trea- 
jry  Secretary  Lloyd  M. 
entsen  and  National  Eco- 
3-mic  Council  Chief  Robert  E.  Rubin, 
re  supposedly  locked  in  combat  with 
ich  aggressive  trade  hawks  as  Kan- 
>r  and  Laura  D'Andrea  Tyson,  head 
f  the  Council  of  Economic  Advisers, 
nd  the  fate  of  the  global  trading  sys- 
;m  seems  to  hang  in  the  balance. 

m  bombast.'  The  fact  is,  they  all  are 
lanaged  traders  to  some  degree,  and 
ley  all  believe  that  an  activist  govern- 
lent  should  nurture  industry  at  home 
nd  push  for  open  markets  abroad.  No 
tie  counts  himself  or  herself  a  free- 
•ade  purist.  Indeed,  in  his  days  as  Sen- 
te  Finance  Committee  chairman,  Bent- 
m  joined  with  Representative  Richard 
..  Gephardt  (D-Mo.)  in  an  effort  to 
lentify  and  punish  what  they  saw  as 
nfair  Japanese  trade  practices. 
The  trouble  isn't  with  the  Clinton- 
es'  philosophy,  it's  with  their  follow- 
irough.  Concedes  one  senior  Adminis- 


tration official:  "You  can't  have  a 
policy  that's  all  bombast."  But  the  po- 
litical fusillade  continues.  On  Apr.  30, 
Kantor  leveled  a  broadside  against  To- 
kyo, threatening  retaliation  unless  Ja- 
pan opens  its  construction  and  architec- 
tural markets  and  buys  U.  S. 
supercomputers.  And  on  May  5,  he 
fired  on  the  European  Community, 
blasting  subsidies  for  the  Airbus  man- 
ufacturing consortium.  Says  a  U.  S. 
trade  hand:  "Maybe  we  should  just 
shut  up  for  a  while." 

Instead  of  making  noise,  the  Clinton- 
ites  should  decide  what  trade  they  real- 
ly want  to  manage.  That  requires  an 
inventory  of  America's  most  critical  in- 
dustries and  promising  export  markets. 
Until  now,  though,  the  Administration 
has  just  followed  through  on  old  nego- 
tiations or  applied  grease  to  such 
squeaky  wheels  as  the  auto  industry. 


This  approach  generates 
cynicism  among  small  and 
midsize  companies,  which 
see  trade  help  going  only 
to  the  big  guys.  "The  last 
lobbyist  in  Mickey  Kan- 
tor's  office  seems  to  be 
making  the  policy,"  says 
John  Endean  of  the  Ameri- 
can Business  Conference. 
wrong  turn.  The  Presi- 
dent has  also  gotten  off 
track  with  his  obsession 
with  the  yen.  A  strong  yen 
may  or  may  not  shrink  the 
$50  billion  trade  deficit 
with  Japan.  But  if  that 
country's  economy  doesn't 
bounce  back  soon,  the 
U.  S.  trade  deficit  will  like- 
ly grow  even  bigger  in 
1993 — increasing  pressure 
for  U.  S.  retaliation. 

The  imbalance  is  not  the  disease,  it's 
a  symptom.  Almost  40%  of  the  trade 
deficit  could  be  wiped  out  if  Japanese- 
owned  manufacturers  in  the  U.  S. 
would  buy  American  parts.  And  Clin- 
ton could  achieve  that  with  the  North 
American  Free  Trade  Agreement, 
which  would  require  companies  doing 
business  here  to  buy  two-thirds  of 
their  parts  in  North  America. 

Trade  Ambassador  Kantor,  the  for- 
mer Los  Angeles  attorney,  is  doing 
what  lawyers  do:  keeping  trade  part- 
ners off  balance.  That's  fine  as  far  as 
it  goes.  But  it's  time  to  ease  up  on  the 
rhetoric  and  get  on  with  the  business 
of  building  new  trade  relationships  for 
the  America  of  the  21st  century. 

Harbrecht  writes  on  trade  policy  for 
BUSINESS  WEEK. 
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INDUSTRIAL  POLICY  I 


AN  LCD  CLEAN  ROOM:  CRITICS  SAY  ARPA'S  REQUEST  FOR  PROPOSALS  FAVORED  OIS 


INDUSTRIAL  POLICY, 
OR  INDUSTRIAL  FOLLY? 


ARPA's  award  for  a  flat-panel  video  screen  factory  is  raising  eyebrows 


■  t  seemed  like  a  model  of  industrial 
I  policy — Clinton-style.  On  Apr.  30, 
Btiny  OIS  Optical  Imaging  Systems 
Inc.  was  picked  for  a  government  award 
of  up  to  $50  million  to  help  build  the 
nation's  first  large  U.  S.-owned  factory 
for  advanced  flat-panel  screens.  The 
Troy  (Mich.)  electronics  company's  selec- 
tion by  the  Advanced  Research  Projects 
Agency — the  Pentagon  unit  the  Admin- 
istration hopes  will  promote  high-tech 
competitiveness — shows  that  "govern- 
ment and  industry  can  work  together  to 
develop  a  critical  technology,"  says  Rep- 
resentative Sander  M.  Levin  (D-Mieh.). 

Critics  contend,  though,  that  the  po- 
tential award  has  the  scent  of  high-tech 
political  pork.  Instead  of  giving  the  U.  S. 
flat-screen  business  a  vital  boost  in  its 
struggle  with  Japan,  technology-watch- 
ers say  the  pending  deal  may  hurt 
America's  chances  for  catching  up  in  a 
technology  needed  for  everything  from 
fighter-plane  cockpits  to  wall-sized  tele- 
vision screens.  "It's  a  missed  opportuni- 
ty," says  an  industry  expert.  Although 
the  story  isn't  over,  it  offers  a  lesson  in 
the  potential  pitfalls  of  government-di- 
rected technology  policy. 
custom  job.  No  one  doubts  that  flat- 
panel  displays  are  a  crucial  technology 
for  the  Information  Age.  Sales  were  $3.2 
billion  last  year  and  are  expected  to  hit 
$9.4  billion 'by  2000  (chart).  And  since 
Japanese  companies  own  more  than  95'  '< 
of  the  market,  the  U.  S.  faces  a  daunting 
challenge  in  getting  back  into  the  race. 
"It's  going  to  take  all  the  best  resources 


that  the  U.  S.  government  and  industry 
can  muster,"  says  Peter  Mills,  chief  ex- 
ecutive of  the  U.  S.  Display  Consortium, 
a  10-company,  ARPA-funded  effort  to  de- 
velop the  basic  materials  and  manufac- 
turing processes  needed  for  fabricating 
displays. 

But  is  OIS,  a  subsidiary  of  Guardian 
Industries  Corp.  in  Northville,  Mich.,  the 
best  choice  for  that  job — or  simply  the 
company  with  the  most 
friends  in  Washington? 
Last  fall,  a  group  of 
Michigan  lawmakers 
slipped  $25  million  into 
the  fiscal  1993  defense 
budget  to  fund  a  flat-pan- 
el development  effort. 
ARPA  officials  considered 
the  congressional  action 
misguided.  The  reason: 
The  legislation  was  writ- 
ten to  steer  the  money  to 
the  U.  S.  company  most 
capable  of  supplying  the  military  with 
the  active-matrix  liquid-crystal  displays 
(LCDS)  it  wants — a  description  that  fits 
OIS  perfectly.  Nonetheless,  arpa  sent 
out  a  request  for  proposals,  which  critics 
say  also  favored  OIS. 

A  group  made  up  of  AT&T,  Xerox,  and 
Standish  Industries,  a  Wisconsin  maker 
of  LCDs,  decided  to  bid  despite  OIS'  ad- 
vantage. "AT&T  would  like  to  get  into  the 
display  business  in  the  U.  S.,"  says  Rich- 
ard T.  Archambault,  director  of  Ameri- 
can Telephone  &  Telegraph  Co.'s  global 
manufacturing  and  engineering.  AT&T 


THE  FLAT-SCREEN 
BOOM 


A  BILLIONS  OF  DOLLARS 

DATA  STANFORD  RESOURCES  INC 


needs  thousands  of  ffl 

screens  for  such  products  ■ 
video  phones. 

AT&T  and  other  compuT  i 
makers  have  long  facedli 
daunting  dilemma:  Do  thpl 
cut  a  deal  with  Japandfcf 
suppliers  or  struggle  1| 
make  the  screens  thel 
selves?  If  Uncle  Sal1 
chipped  in,  the  executive 
reason,  the  industry  cotfl 
put  together  a  U.  S.  te» 
and  raise  the  $300  millifi 
needed  to  start  a  world-claft 
manufacturing  effort.  Tm 
ward  that  end,  AT&T  linkB 
up  with  Standish  and  wiB 
Xerox,  which  has  develop™ 
advanced  active-matrix  tec« 
nology,  to  ask  arpa  for  $lj| 
million  over  six  years. 

That  put  arpa  in  a  quandary.  OnB 
OIS'  plan  met  the  request-for-proposafi 
criteria,  which  included  a  proven  abilhj 
to  supply  the  military  with  active-matrjj 
screens.  But  arpa  officials  feared  thB 
handing  the  money  to  the  small  compl 
ny,  which  plans  to  sell  most  of  its  dil 
plays  to  the  Pentagon,  would  push  ATM 
to  buy  from  Japan  and  doom  chances  dl 
building  U.  S.  flat-panel  manufacturing^ 
vague  assurances.  So,  the  agency  not 
is  playing  coy.  While  it  negotiates  a  fin* 
contract  with  OIS,  arpa  is  trying  to  kem 
the  AT&T-Xerox-Standish  group  on  boaii 
with  vague  assurances  of  more  awarci 
early  this  summer.  "You  haven't  heari 
it  all  yet,"  says  a  senior  arpa  official.  I 
The  approach  has  left  some  in  the  in 
dustry  fuming.  This  l 
the  Clinton  AdministrJ 
tion's  first  big  industries 
policy  effort,  "anl 
they're  giving  money  to  I 
$10  million  company  tl 
take  on  Japan,"  snort)] 
one  flat-panel  expert.  Foffl 
its  part,  OIS  insists  that  J 
won  the  award  fairlwj 
and  that  it  has  as  good  a 
chance  of  jump  starting 
the  U.  S.  industry  as  thjj 
heavy  hitters.  "Thinkinfll 
that  only  the  big  guys  can  do  it  is  dan 
gerous  industrial  policy,"  says  OIS  Direcl 
tor  Peter  Young. 

In  fact,  industrial  policy  opponent^ 
may  wonder  why  AT&T  and  Xerox  need 
money  from  the  federal  trough  in  the; 
first  place.  The  reason,  explains  Displaj 
Consortium's  Mills,  is  that  U.  S.  compaj 
nies  are  too  far  behind  Japan  to  catch  uj 
on  their  own.  That  may  be  debatable1 
But  it  is  clear  that  a  military  displaj 
factory  in  Michigan  isn't  likely  to  worrj 
Japan's  flat-panel  makers. 

By  John  Carey  in  Washington 
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Commentary/by  Amy  Borrus 


WHY  PINSTRIPES  DON'T  SUIT  THE  CLOAK-AND-DAGGER  CROWD 


Intelligence  sources  allege  that  the 
French  government  has  targeted  a 
"hit  list"  of  U.  S.  aerospace  compa- 
res for  industrial  espionage.  Capitol 
lill  lawmakers  scream  in  outrage.  And 
.  senior  American  intelligence  official 
esponds  by  promising  countermea- 
ures,  vowing,  "no  more  Mr.  Nice 
}uy."  What's  going  on?  To  some,  it's 
list  another  instance  of  "friendly  spy- 
ag."  But  to  many  business  executives 
nd  political  leaders,  the  April  episode 
inderscores  the  need  for  the  Central 
ntelligence  Agency  to  take  on  a  con- 
roversial  new  mis- 
ion:  helping  to  keep 
Corporate  America 
ompetitive. 
It's  a  tantalizing 
iea.  And  some  sup- 
iorters  of  the  intelli- 
;ence  community  see 
;  as  a  way  to  shield 
he  CIA  and  the  rest  of 
he  $30  billion-a-year 
I  S.  spy  establish- 
ment from  post-cold 
/ar  budget  cuts.  But 
efore  U.  S.  spies 
hed  their  trenchcoats 
or  pinstripes,  policy- 
makers should  consid- 
r  this:  There  are  seri- 
us  limits  to  what  the 
U  and  the  rest  of  the 
loak-and-dagger 
rowd  can  do  for 
imerican  business. 
Jsing  the  CIA  to  ana- 
fze  economic  data  for 
se  by  government  officials  is  laud- 
ble.  And  it's  appropriate  for  the  CIA  to 
hwart  attempts  by  foreign  govern- 
ments to  steal  U.  S  trade  secrete.  But 
sking  the  agency  to  ferret  out  foreign 
usiness  secrets  is  neither  realistic  nor 
dvisable. 

iARRIERS.  The  CIA  has  been  uncovering 
oreign  industrial-espionage  schemes 
or  decades.  Unfortunately,  it  hasn't 
ften  tipped  off  the  target  companies, 
'here  are  reasons  it  has  not.  For  one 
hing,  there's  the  fear  of  jeopardizing 
itelligence  sources.  Custom  and  anti- 
rust  law  often  make  it  taboo  for  the 
;overnment  and  companies  to  cooper- 
te.  And  in  an  industry  with  many 
ilayers,  it's  difficult  for  the  CIA  to  de- 
ide  who  should  get  the  information  it 
mcovers. 

These  barriers  aren't  insurmount- 
ble.  The  Administration's  embrace  of 


industrial  policy  is  making  it  easier  for 
companies  and  the  government  to  coop- 
erate. And  the  critical  industries  most 
often  targeted  by  foreign  spy  services 
tend  to  have  few  players.  The  agency 
passed  on  its  tip  about  French  efforts 
to  tap  into  U.  S.  aerospace  secrets,  for 
instance,  because  the  players  were  few 
and  the  information  was  fairly 
straightforward. 

The  White  House  could  help  combat 
industrial  espionage  by  foreign  agents 
by  punishing  the  worst  offenders.  "If 
you  really  want  to  hurt  the  French, 


(  Could  007  aid 
IBM?  In  fact, 
the  CIA  has 
been  sifting 
economic  data 
for  years — and 
its  track  record 
is  mixed 


you  limit  their  access  to  technology  in 
general  and  counterattack,"  says  Mi- 
chael Sekora,  president  of  Technology 
Strategy  Planning  Inc.  and  a  former 
Defense  Intelligence  Agency  official. 
"You  sever  some  U.  S.  research  agree- 
ments with  them  and  deny  access  to 
U.  S.  labs." 

But  the  CIA  shouldn't  be  in  the  busi- 
ness of  spying  on  behalf  of  Corporate 
America.  For  one  thing,  there's  the 
matter  of  culture.  American  intelli- 
gence agents,  unlike  their  French  or 
Israeli  counterparts,  simply  have  no 
tradition  of  spying  for  commercial  ad- 
vantage. What's  more,  industrial  espio- 
nage isn't  only  a  matter  of  finding  out 
all  there  is  to  know  about  Japan's  NEC 
Corp.  or  France's  Alcatel.  You  have  to 
know  what  you're  looking  for.  Despite 
the  new  American  enthusiasm  for  busi- 
ness-government partnerships,  the 


U.  S.  government  doesn't  have  a  strate- 
gy to  pinpoint  key  foreign  technology. 

Besides,  it's  not  clear  how  helpful  it 
would  be  to  massively  expand  the  CIA's 
ties  to  business.  The  agency  has  been 
sifting  economic  data  for  years — and 
its  track  record  is  mixed.  In  the  1980s, 
for  instance,  the  agency  was  way 
ahead  of  the  Treasury  Dept.  in  predict- 
ing potential  defaults  of  Third  World 
debt,  says  a  former  Reagan  Adminis- 
tration official.  And  it  has  done  a  good 
job  of  tracking  the  semiconductor,  op- 
toelectronics, and  machine-tool  indus- 
tries of  foreign  com- 
petitors. "If  you 
wanted  to  know  what 
was  happening  in  the 
electronics  industry  in 
Japan,  CIA  was  the 
agency  to  go  to,"  says 
Clyde  V.  Prestowitz 
Jr.,  a  former  top  Com- 
merce Dept.  official. 
He  also  found  agency 
information  useful 
during  trade  talks. 
"They  tended  to  have 
pretty  good  knowl- 
edge of  what  the  oth- 
er side's  negotiating 
position  was,"  says 
Prestowitz. 

TARGETS.  But  the  CIA 

has  also  missed  some 
big  targets.  For 
years,  its  legions  of 
analysts  woefully 
overestimated  the  So- 
viet Union's  economic 
might.  And  it  wasn't  much  help  to 
U.  S.  prosecutors  investigating  the  bil- 
lions in  allegedly  fraudulent  bank  loans 
to  Iraq  made  by  the  Atlanta  branch  of 
Italy's  Banca  Nazionale  del  Lavoro. 

In  the  end,  any  effort  to  put  the  CIA 
to  work  in  an  offensive  way  for  Ameri- 
can business  would  face  one  formida- 
ble hurdle:  For  all  the  clamor  from 
some  quarters  on  Capitol  Hill  about 
getting  the  CIA  to  spy  for  Corporate 
America,  many  legislators  oppose  the 
idea.  And  given  the  openness  of  the 
U.  S.  political  system,  it's  a  safe  bet 
that  any  attempt  at  industrial  spying 
wouldn't  stay  secret  for  long.  If  the 
U.  S.  is  to  blast  its  allies  for  their  cor- 
porate-espionage forays,  it  will  be  dev- 
ilishly hard  to  justify  its  own. 

Borrus  covers  defense  and  national  se- 
curity for  BUSINESS  WEEK. 
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TART  TALK:  THE  JUSTICE  DEPT.  MAY  PRESS  SUNKIST  FOR  UP  TO  $20  MILLION  IN  FINES 


SOMETHING  SHADY 
AT  SUNKIST? 


The  co-op  fights  charges  that  stronger  members  get  sweeter  deals 


F: 


lor  most  of  its  100  years,  Sunkist 
Growers  Inc.  has  been  father, 
mother,  and  cheerleader  to  citrus 
farmers  in  California  and  Arizona.  The 
6,500-member  cooperative's  marketing 
troops  made  Sunkist  a  household  name. 
And  in  Washington,  its  powerful  lobby- 
ists preserved  ancient  marketing  quotas 
that  prop  up  citrus  prices. 

But  the  Justice  Dept.  wonders  wheth- 
er the  Sherman  Oaks  (Calif.)  co-op  has 
abused  its  clout.  This  month,  sources 
say,  Justice  is  expected  to  press  Sunkist 
and  its  packers  to  pay  up  to  $20  million 
in  fines  to  settle  charges  that  influential 
co-op  members  and  Sunkist-licensed 
packinghouses   exceeded   sales  quotas 
and  that  Sunkist  covered  up  the  cheat- 
ing. Another  lawsuit  by 
a  Sunkist  board  member 
to  topple  key  ex- 
ecutives  for  aiding  the 
scheme. 

Sunkist  officials  deny 
wrongdoing  and  insist 
they  won't  settle.  But 
the  scandal  has  already 
driven  a  wedge  between 
Sunkist's  executives  and 
many  of  its  members. 
"Sunkist  management 
isn't  acting  like  lead- 


ers," grouses  Sunkist  grower  Robin 
Roberts,  who  says  that  co-op  executives 
are  concentrating  on  the  legal  battle  in- 
stead of  addressing  the  competitive 
threat  posed  by  growers  from  Chile  to 
Florida.  "There  needs  to  be  a  manage- 
ment turnover." 

Sunkist's  legal  woes  stem  from  De- 
pression-era federal  laws  establishing 
quotas,  called  marketing  orders,  that 
govern  citrus  sales  in  California  and  Ari- 
zona. Industry  panels  set  total  weekly 
sales  ceilings  and  divvy  up  allotments 
among  growers,  a  practice  economists 
criticize  because  it  inflates  consumer 
prices.  Some  growers,  who  would  like  to 
sell  more,  complain  as  well.  But  Sunkist 
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jealously  defends  the  marketing  ordet 
because  they  boost  members'  profits^ 
and  preserve  its  clout.  Sunkist  do 
nates  the  navel-orange  industry  pan 
for  instance,  because  it  accounts  for  6f 
of  the  growers  in  the  two  states. 

But  the  quotas — and  Sunkist's  po 
er — may  be  unraveling.  Since  1988,  inc 
pendent  grower  and  packer  Sequoia  0 
ange  Co.  has  filed  17  lawsuits  again 
the  co-op,  alleging  that  Sunkist  knew 
member  packinghouses  exceeded  quot 
for  both  lemon  and  navel-orange  shi 
ments  and  altered  its  records  to  hide  t 
overshipments.  In  August,  Justic 
which  declined  comment,  took  over  t 
four  lemon  suits  Sequoia  filed. 
navel-gazing.  In  December,  the  su 
pected  widespread  abuse  of  the  quo 
led  then-Agriculture  Secretary  Edwa 
R.  Madigan  to  eliminate  1993  marketir 
orders  for  navel  oranges.  That  was 
sharp  blow  to  Sunkist  and  its  member: 
With  the  largest  crop  in  history  bein 
harvested,  the  lack  of  quotas  drove  ave: 
age  wholesale  prices  down  to  $7.04 
carton,  the  lowest  since  1986.  Witho 
the  caps,  "Sunkist  will  fall  apart,"  pr< 
diets  James  A.  Moody,  the  attorney  rer 
resenting  Sequoia  in  its  lawsuits. 

Sunkist's  woes  come  just  after  it  rs 
corded  a  near  all-time  high  of  $1  billio 
in  1992  revenues  and  $739  million 
profits  distributed  to  its  members.  Bu 
that  may  not  be  enough  to  save  Sunkis 
President  Russell  L.  Hanlin's  job  if  all 
gations  leveled  in  a  lawsuit  by  Sunkis 
board  member  and  grower  Berne  H.  Ev 
ans  III  are  true.  The  suit,  filed  in  Febru 
ary,  contends  that  Hanlin  told  Evan: 
about  quota  violations  by  Sunkist 
licensed  packinghouses,  some  of  whicl 
were  partly  owned  by  Sunkist  boarc 
members.  Evans'  suit  also  charges  tha 
the  board  voted  in  January  to  settl 
some  of  the  Sequoia  cases — a  move  tha 
would  have  bailed  out  some  board  mem 
bers.  Hamlin  calls  the  lawsuit  unfound 
ed  and  denies  settlement  was  discussed 
Whatever  the  outcome  of  the  lawsuits 
Sunkist's  image  has  been  battered,  anc 
its  members  say  they're  disgusted  with 
the  controversy.  "They're  tired  of  watch 
ing  all  the  money  bein 
used  for  that  as  opposed 
to   marketing  fruit 
says  Joel  A.  Nelsen, 
president  of  California; 
Citrus  Mutual,  an  asso-l 
ciation   of  independent1 
and  Sunkist  growers.) 
For  now,  Mother  Sun- 
kist's mission  is  to  find 
a  way  to  keep  its  grow-1 
ers  happy. 

By  Amy  Barrett  in  Los\ 
Angeles,  with  Laura  M.\ 
Hoi  son  in  Fresno,  Calif. 
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DEPARTURES  I 


THE  DRUMMING  OUT 
OF  BILL  FIFE 


Why  Giddings  &  Lewis'  board  soured  on  its  one-man  band 


S 


ince  William  J.  Fife  Jr.  took  over 
as  chief  executive  of  Giddings  & 
Lewis  Inc.  in  1989,  the  machine- 
tool  maker  has  compiled  a  record  most 
companies  would  envy.  Its  stock  has 
more  than  tripled  (chart),  and  earnings 
have  surged.  And  the  gutsy  1991  acqui- 
sition of  Cross  &  Trecker  Corp.,  a  trou- 
bled rival  nearly  twice  its  size,  allowed  it 
to  seize  the  leadership  of  the  U.  S.  indus- 
try. "You  can't  say  enough  about  what  a 
good  job  Fife  has  done  with  this  compa- 
ny," says  Keith  N.  Tufte,  an 
analyst  with  IDS  Financial 
Services  Inc.,  a  big  G&L 
shareholder.  Director  Clyde 
H.  Folley  agrees  that  Fife 
did  an  especially  fine  job 
turning  around  C&T. 

Make  that  G&L  CEO  Clyde 
Folley.  In  late  April,  in  a 
move  that  stunned  investors 
and  sent  Giddings'  stock 
plunging  6%  points  in  one 
day,  to  20V2,  the  56-year-old 
Fife  submitted  his  resigna- 
tion. A  company  statement 
cited  policy  differences  with 
the  beefy,  self-made  execu- 
tive, some  financial  transac- 
tions between  Fife  and  the 
company,  and  "a  communi- 
cations lapse"  between  him 
"and  the  company's  manage- 
ment." The  company  quickly 
named  Folley,  a  board  mem- 
ber and  retired  vice-chair- 
man of  Ingersoll-Rand  Co., 
to  take  the  company's  helm 
until  a  new  chief  can  be  found. 
folley  s  tally.  Many  outsiders  wonder, 
though,  if  there  wasn't  more  behind 
Fife's  departure.  By  themselves,  the 
transactions  that  caused  the  board  con- 
cern don't  seem  especially  egregious. 
According  to  Giddings'  proxy,  last  June 
Fife  sold  his  Missouri  condominium, 
which  is  used  for  company  business,  to 
Giddings  without  an  independent  ap- 
praisal of  the  price.  In  December,  he  and 
the  company  simultaneously  bought  ad- 
joining land  parcels  outside  the  compa- 
ny's headquarters  in  Fund  du  Lac,  Wis. 
And  a  company  owned  by  Fife's  brother 
was  paid  a  $105,577  commission  to  serve 
as  auctioneer  at  a  Solon  (Ohio)  plant  G&L 
had  closed.  Other  G&L  directors  won't 
talk,   but  Folley   gripes  that   he  did 


not  know  about  the  transactions  until 
January,  when  they  came  out  in  proxy 
disclosures. 

Advised  by  his  lawyers  not  to  talk, 
Fife  isn't  answering  questions  about  his 
resignation.  But  one  source  close  to  him 
argues  that  he  may  have  been  done  in  at 
least  in  part  by  differences  with  the 
board  over  his  interest  in  more  drastic 
cost-cutting  to  keep  earnings  growing  as 
orders  have  slacked  off. 

More  than  anything,  though,  Fife  may 


time  steel-mill  sweeper  could  be  overj 
whelming.  He  didn't  take  vacations  an< 
frowned  on  employees  who  did.  "He  ex 
pected  everyone  else  to  spend  150  hour: 
a  week  on  the  job,"  says  Howard  L.  Ricl 
Jr.,  president  of  Lynd-Farquhar  Co.,  ; 
Giddings  distributor.  And  former  man 
agers  say  Fife  sometimes  publicly  berat: 
■ed  underlings.  He  also  didn't  do  a  lot  o| 
delegating.  "All  decisions  had  to  bi 
made  at  the  top  or  near  the  top,"  say;' 
Folley. 

danger  signs.  Still,  not  everyone  was 
glad  to  see  Fife  go.  "Any  time  we  needj 
ed  help,  Bill  Fife  was  there,"  says  Rob! 
ert  W.  Gunn,  president  of  G&L  distribuj 
tor  Rudel  Machinery  Co.  in  Shelton, 
Conn.  Filling  his  shoes  won't  be  easy.  In 
the  first  quarter,  sales  were  flat  at  $14(! 
million,  but  the  company  produced  arj 
impressive  73%  earnings  gain,  to  $10.£ 
million,  by  cutting  overhead  and  produe 


FIFE  BOOSTED 
GIDDINGS'  STOCK... 


...BUT  ORDERS 
HAVE  COOLED 
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A  DIRECTOR  SAYS  FIFE  KEPT  THE  BOARD  IN  THE  DARK 


have  antagonized  the  board  and  his  lieu- 
tenants with  an  attitude  that  G&L  was 
his  to  run  as  he  saw  fit.  According  to 
Folley,  directors  didn't  always  get 
monthly  financial  statements  on  time;  in- 
stead, they  were  sent  "sporadically." 
There  was  no  succession  plan,  and  Fol- 
ley says  his  requests  that  Fife  hire  a 
president  went  ignored. 

There  are  also  some  hints  that  execu- 
tives under  Fife  simply  became  fed  up 
with  his  autocratic  style.  Although  Fol- 
ley says  there  was  no  management  re- 
bellion, some  ex-managers  suggest  that 
a  group  of  top  managers  gathered  evi- 
dence on  Fife's  alleged  shortcomings 
and  presented  it  to  Giddings'  audit  com- 
mittee, leading  to  his  resignation. 

And  to  be  sure,  the  hard-charging  one- 


tion  costs.  And  Richard  C.  Kleinfeldt'j 
the  Giddings  CFO  who  was  named  acting 
president,  argues  that  G&L  "is  in  very! 
solid  shape,"  with  only  minimal  debt. 

But  there  are  also  signs  of  weakening.! 
After  years  of  strong  orders,  for  in- 
stance, Giddings  has  reported  three 
successive  quarters  in  which  bookings; 
dropped  vs.  the  previous  year. 

Fife  himself  might  argue  that  he  has 
left  a  team  in  place  that  can  keep  Gid- 
dings on  track.  A  year  ago,  when  asked 
if  he  was  too  much  of  a  one-man  band, 
he  replied:  "It's  the  creativity  of  the  peo-{ 
pie  that's  made  the  success  of  this  com- 
pany, not  me."  Now  that  he's  out,  it's  up-: 
to  the  cadre  he  left  behind  to  prove  he 
was  right. 

By  Zachary  Schiller  in  Cleveland 
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EXECUTIVE  SUITE  I 


THE  DRAG-RACING 
BOOKKEEPER 


IBM's  Jerry  York,  fresh  from 
Chrysler,  breaks  the  CFO  mold 


e  isn't  your  average  bean- 
counter.  Chrysler  Corp.'s  Jerome 
B.  York  is  a  chief  financial  offi- 
cer who  loves  big  pickup  trucks — espe- 
cially drag-racing  them.  He  gleefully  re- 
calls the  time  he  pulled  up  at  a  stoplight 
in  a  prototype  of  the  brawny  new  Dodge 
Ram  pickup  with  a  V10  engine  next  to 
the  unsuspecting  driver  of  a  Z28  Ca- 
maro.  The  light  turned  green.  "I  buried 
him,"  York  chortles.  "He  had  no  idea 
there  was  450  foot-pounds  of  torque  un- 
der the  hood." 

York,  54,  thrives  on  revving  up  the 
engines  at  work,  too.  During  14  years  at 
Chrysler,  he  says,  just  four  were  calm — 
and  none  recently.  But  with  Chrysler's 
turnaround  now  seemingly  assured,  He 
was  itching  for  a  new  challenge — and  he 
just  found  a  big  one.  On  May  3,  troubled 
IBM  announced  that  it  has  hired  York  as 
its  new  CFO.  He  joins  IBM's  new  Chief 
Executive  Louis  V.  Gerstner  Jr.,  another 
computer-industry  neophyte.  Their 
daunting  task:  to  remake  Big  Blue. 
boning  up.  IBM  sorely  needs  the  experi- 
ence of  someone  who  can  cut  costs, 
dump  surplus  assets,  and  trim  the  work 
force.  York  has  experience  at  those 
tasks.  In  other  areas,  he's  got  a  lot  of 
boning  up  to  do.  York's  only  real  experi- 


YORK:  WATCH  HIM  SHOW  HIS 
STUFF  AS  STOPLIGHTS  CHANGE 


ence  with  computers 
was  running  Chrysler's 
management  informa- 
tion systems  depart- 
ment. That's  why,  he 
says,  he'll  mix  the  obvi- 
ous jobs  of  meeting 
iBMers  and  going  over 
the  company's  books 
with  a  crash  course  in 
hardware  and  software. 
Even  so,  it's  far  from 
sure  that  he — or 
Gerstner — can  learn 
fast  enough  to  avoid 
making  big  mistakes. 

In  many  ways,  York 
will  fit  right  in  at  but- 
toned-down  IBM.  His  uniform  at  Chrysler 
was  a  conservative  navy  suit  and  a  rep 
tie.  And  the  wiry  executive  still  retains 
the  military  bearing  of  his  West  Point 
education.  It's  only  after  work  that  he 
seems  to  relax.  At  Chrysler,  he  typically 
unwound  on  his  farm  north  of  Detroit 
where  he  raises  sheep  and  chickens. 
"His  idea  of  fun  on  a  weekend  is  digging 
postholes,"  scoffs  his  friend  Robert  S. 
Miller  Jr.,  Chrysler's  former  vice-chair- 
man. York  and  his  wife  Eilene  are  look- 
ing for  a  rural  spread  in  Connecticut. 

At  Big  Blue,  he  may  adapt  faster  than 
most  people  expect.  One  of  Chrysler's 
most  versatile  executives,  he  has  a  pair 
of  engineering  degrees  and  began  his 
career  in  that  field  at  General  Motors 
Corp.  At  one  time  or  another,  he  has  run 
its  advanced  manufacturing  operations, 
headed  its  Dodge  car  and  truck  division, 
and  served  as  controller,  as  well  as  CFO. 
He  even  ran  Chrysler's  Mexican  unit  in 
the  early  1980s.  "There's  almost  no  con- 


stituency at  IBM  thjl 
Jerry  cannot  address,:] 
says  Frederick  W.  Zucl 
erman,  a  former  Chryl 
ler  treasurer  who  n 
now  at  RJR  Nabiscl 
Holdings  Corp. 

Perhaps  best  of  a| 
from  IBM's  standpoint 
York  has  proved  hin.j 
self  an  epic  pennji 
pincher.  He  helpel 
Chrysler  cut  more  thai 
$4.2  billion  from  cost! 
since  1989.  It  wasn't  ai 
slash  and  burn,  eithel 
His  team  shaved  ll 
days  off  the  25-day  pro] 
cess  of  closing  the  company's  books  a] 
the  end  of  each  quarter  by  emulatinJ 
more  efficient  corporations.  He  also  hal 
sold  $3.8  billion  worth  of  assets  for  thj 
cash-strapped  carmaker  since  late  1991J 
while  wooing  Wall  Street  into  snappin| 
up  $3.2  billion  worth  of  its  securities,  j 
wide  eyed.  What  will  his  strategy  be  a| 
IBM?  York  isn't  revealing  much.  Abous 
all  he'll  say  is  that  some  additional  cosS 
restructuring  may  be  necessary. 

For  now,  he  and  colleagues  are  still 
marveling  at  how  fast  fortunes  changejj 
"Who  would  have  thought  five  year! 
ago  that  IBM  would  be  recruiting  finar.| 
cial  talent  from  Chrysler?"  says  Chrysj 
ler  Chairman  Robert  J.  Eaton.  Whl 
knows?  Maybe  in  five  years,  anotheji 
troubled  company  will  be  looking  for  ;| 
rescuer.  If  York  does  as  well  at  IBM  al 
he  did  at  Chrysler,  he'll  be  one  hoi 
candidate. 

By  Kathleen  Kenvin  in  Detroit,  witk 
Bart  Ziegler  in  New  York 


EXECUTIVE  SUITE  I 


HARRY  PEARCE 
FOR  THE  DEFENSE 


The  tough  lawyer  at  the  center 
of  GM's  pickup  controversy 


ack  in  the  old  days,  before  he  be- 
came General  Motors  Corp.'s  gen- 
eral legal  counsel,  Harry  J. 
Pearce  was  known  as  a  trial  lawyer's 
trial  lawyer.  A  tougher  customer  you've 
never  met  in  a  courtroom:  dogged,  me- 
ticulously prepared,  a  master  of  techni- 
cal detail.  A  friend  recalls  that  Pearce's 
cross-examination  of  one  expert  witness 
was  so  withering  that  the  poor  man  be- 
gan chewing  his  tie.  Pearce  still  relishes 
the  memory,  too.  "It  was  one  of  my 
better  moments,"  he  grins. 

Lucky  thing  he  hasn't  forgotten. 


Pearce  needs  that  kind  of  tenacity  now. 
On  Apr.  30,  GM  refused  to  comply  with  a 
government  request  to  recall  4.7  million 
C/K  pickup  trucks  made  from  1973  to 
1987.  gm's  hard-line  stance  sets  the 
stage  for  the  fiercest  battle  Pearce  has 
faced  yet:  In  the  face  of 
intense  negative  publici- 
ty, the  50-year-old 
North  Dakota  native 
hopes  to  convince  the 
public  and  the  feds  that 
GM's  trucks  are  as  safe 
as  any  on  the  road. 

Pearce  faces  a  bruis- 
ing fight.  Consumer 
groups  and  plaintiffs 
charge  that  GM's  trucks 
are  "rolling  firebombs," 
prone  to  lethal  fires 
when  struck  broadside. 
Their  campaign  gained 
momentum  in  Febru- 
ary, when  an  Atlanta 
jury  awarded  $105  mil- 
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lion  in  damages  to  the  family  of  a  teem 
ager  killed  in  his  1985  gmc  pickup.  GM  i 
challenging  the  award. 

Just  four  days  later,  though,  Pearoi 
took  the  next  round  with  a  stunninj 
knockout  punch  to  NBC  Inc.  In  a  twd 
hour  press  conference! 
Pearce  so  compellinghj 
argued  that  the  net 
work  had  rigged  a  fieri 
crash  in  a  Dateline  NB<\ 
episode  that  the  net 
work  was  forced  to  pub 
licly  apologize. 

IMAGE  PROBLEM.  Now 

Pearce  faces  a  dilemma 
A  recall  could  cost  GRj 
up  to  $1  billion  anc 
might  be  seen  by  law1 
yers  and  juries  in  th< 
dozens  of  liability  case: 
as  an  admission  o 
guilt.  But  Pearce  knowf 
that  a  long  court  bat 
tie — even  if  he  wins— 


CAN  PEARCE  RESIST  GOVERNMENT 
EFFORTS  TO  RECALL  GM  TRUCKS? 


his  composite  satellite 
photo  of  China  reveals  a 
clear  view  of  the  world's 
most  populous  country.  At 
G.T.  Global,  we  see  some- 
thing more:  the  world's  larg- 
est emerging  market  striving 
to  take  its  place  in  the 
global  economy. 

China's  government  is 
committed  to  economic 
reform,  and  the  countiy's 
labor  force  is  huge  and  inex- 
pensive, with  wage  rates 
among  the  world's  lowest. 
That  compelling  combina- 
tion exerts  a  great  attraction 
on  foreign  capital. 

In  fact,  direct  foreign 
investment  in  China  in  the 
first  half  of  1993  should 
approach  $15  billion-more 
than  double,  for  example, 
the  capital  expected  to  flow 
into  Mexico  this  year. 


Foreign  capital  is  building 
businesses  in  China  as  well 
as  infrastructure  projects- 
from  airports  to  telephone 
systems-to  make  China 
more  accessible  to  foreign 
companies.  It's  also  helping 
China  become  one  of  the 
fastest  growing  economies 
in  the  world:  industrial  pro- 
duction grew  20%  last  year 
(versus  2%  in  the  United 
States)  while  GDP  con- 
tinued to  climb  by  nearly 
10%. 

Economic  growth  of  that 
magnitude  means  that  the 
Chinese  people  are  enjoying 
a  rising  standard  of  living. 
In  1992,  for  example,  they 


spent  44%  more  on  clothes 
and  jewelry  and  36%  more 
on  household  appliances. 
Which  implies  opportuni- 
ties for  companies  every- 
where to  penetrate  the 
largest  consumer  market- 
1.2  billion  people-in  the 
world. 

From  Latin  America  to 
the  Pacific  Rim,  emerging 
markets  like  China  offer  tre- 
mendous growth  potential, 
with  significant  implica- 
tions for  local  companies,  of 
course,  but  also  for  global 
ones.  Assessing  those  impli- 
cations is  what  we  do  at 
G.T.  Global,  using  our 
unique  global  perspective- 
our  own  clear  view  of  the 
world. 

G.T.  GLOBAL 


LONDON        HONG     KONG        SINGAPORE        TOKYO        SYDNEY       SAN  FRANCISCO 


may  damage  GM's  image  even  more.  The 
National  Highway  Traffic  Safety  Admin- 
istration would  likely  hold  public  hear- 
ings, with  a  parade  of  burn  victims  and 
grieving  families  indicting  GM. 

Pearce  knows  how  hollow  some  court- 
room victories  can  be.  In  1984  and  1985, 
as  a  lawyer  out  of  Bismarck,  he  used 
powerful  technical  arguments  and  a  viv- 
id video  to  convince  a  federal  judge  not 
to  order  the  recall  of  GM  X-car  models 
such  as  the  Chevy  Citation — the  only  re- 
call trial  the  feds  ever  lost.  Nonetheless, 
Pearce  says  the  bad  publicity  of  the  trial 
"killed  the  car." 

But  backing  down  isn't  Pearce's  style, 
either.  His  father  and  grandfather  were 
also  lawyers,  and  he  prefers  hammering 
opponents  with  the  cool,  dispassionate 


dissection  of  their  arguments.  In  past 
cases,  his  technical  spadework  has  usu- 
ally carried  the  day — the  kind  he  used 
when  he  recovered  the  GM  pickups  NBC 
had  burned  and  proved  that  the  fires 
had  actually  been  set  off  by  toy  rockets. 
This  technical  bent  is  a  holdover  from 
his  engineering  training  at  the  Air  Force 
Academy — only  color  blindness  kept  him 
from  becoming  a  pilot. 
screaming  juror.  Pearce  established 
his  style  early  on.  In  1970,  at  his  first 
civil  trial,  he  successfully  defended  GM's 
Chevrolet  Corvair,  partly  because  a  film 
Pearce  had  made  reconstructing  a  Cor- 
vair accident  was  so  vivid  it  drew  a 
scream  from  one  juror.  After  a  string  of 
other  wins  for  GM  in  private  practice,  he 
joined  the  company's  legal  staff  in  1985. 


Once  he  moved  up  to  head  the  leg; 
department  in  1987,  he  quickly  reshape 
it.  He  pushed  out  more  than  one-third  ( 
its  150  lawyers,  replacing  GM  careerist 
with  experienced  talent  from  outside.  H; 
also  pressured  GM's  nonstaff  lawyers  I 
reduce  their  fees.  His  star  continues  tj 
rise.  On  top  of  being  the  company's  to 
.  lawyer,  he  was  named  head  of  GM  1 
Hughes  and  EDS  divisions  in  Novembei 

The  question  now:  Will  Pearce  contiil 
ue  to  fight  the  pickup  recall — or  cave  mj 
Pearce  hates  to  yield,  but  he  hints  hi 
might  have  to  if  criticism  of  GM  gets  toSj 
intense.  For  now,  he  is  amassing  evl 
dence  to  fight.  If  he  can  win,  it  will  jus] 
be  one  more  big  victory  for  the  legal  acl 
from  North  Dakota. 

By  Kathleen  Kerwin  in  Detroit 


REGULATION  I 


THE  FDA'S 

WAR  OF  THE  ROSE  HIPS 


Vitamin  and  diet-supplement  makers  are  fighting  limits  on  their  claims 


■  f  you  believe  what  you  read,  your 
I  local  health-food  store  has  a  remedy 
■  for  most  of  the  ills  plaguing  human- 
ity. A  concoction  of  vitamins  called  Ultra 
Hair  claims  to  darken  graying  temples, 
render  thinning  pates  hirsute,  and  fix 
annoying  split  ends.  Manhood  Plus 
promises  confidence  during  that  next  big 
date.  And  products  with  names  such  as 
Ageless  Beauty  and  Runner's  Edge 
pledge  everything  from  more  youthful 
skin  to  a  speedier  jogging  pace — even 
though  they're  all  made  from  concen- 
trated wheat  sprouts. 

Sound  like  bunk?  If  so,  such  nostrums 
are  highly  profitable  bunk.  The  dietary- 
supplements  industry  pulls  in 
more  than  $4  billion  annually  from 
the  70  million  or  so  Americans 
who  regularly  down  fistfuls  of  vi- 
tamins and  supplements. 
wipeout?  Now,  the  prospect  of 
new  regulations  from  the  Food  & 
Drug  Administration  has  the  in- 
dustry reaching  for  its  Ultra  Mega 
Stress  Formula  (guaranteed  "high 
performance  nutrition  for  times  of 
physical  stress").  The  agency  has 
proposed  rules  that  would  stop  al- 
most all  health  claims  made  for 
such  products.  And  the  regula- 
tions may  go  into  effect  soon  if 
the  industry  can't  stop  them. 

That's  why  the  vitamin  compa- 
nies and  their  supporters  are  wag- 
ing all-out  war  to  preserve  their 
inalienable  right  to  market  what- 
ever they  like.  "The  FDA  will  wipe 


out  our  entire  industry  if  we  let  them," 
says  Stephen  A.  Levine,  president  of  Nu- 
triCology,  a  California  company  now 
fighting  the  government  over  its  product 
claims,  which  include  the  assertion  that 
flaxseed  oil  can  help  cure  alcoholism  and 
that  pine-bark  extract  can  help  alleviate 
varicose  veins. 

In  this  War  of  the  Rose  Hips,  the 
industry  has  just  fired  the  biggest  shot 
so  far.  On  Apr.  30,  Senator  Orrin  G. 
Hatch  (R-Utah),  and  Representative  Bill 
Richardson  (D-N.  M.),  in  whose  states 
many  health-supplement  companies  are 
headquartered,  announced  a  bill  that 
would  allow  vitamin  manufacturers  to 


SNAKE  OIL  OR  HEALTH  BOON? 

Producl  Concerns  over  cloims  

IMMUNOTONIC  Names  imply  products  are  effec- 

AND  IMMUNE  PLUS     five  against  AIDS  or  cancer 


MEMBRANE  COMPLEX  Billed  as  a  treatment  for  multiple 
sclerosis,  asthma,  and  kidney  dis 
orders;  even  said  to  improve 
kids'  grades 

ULTRA  HAIR  Suggests  that  Vitamin  A,  C,  and 

other  nutrients  can  keep  hair 
from  thinning  and  graying 

MANHOOD  PLUS       Seems  to  promise  enhanced  Jk 
sexual  performance 


NATURE'S  BOUNTY 
MEMORY  BOOSTER 


Implies  ability  to 
improve  memory 


DATA  CENTER  FOR  SCIENCE  IN  THE  PUBLIC  INTEREST,  FOOD  S  DRUG  ADMINISTRATION 


make  any  claim  they  consider  legitimate 
The  bill  has  made  the  antivitamij 
camp  hopping  mad.  Bruce  Silvergladej 
legal  director  of  the  Center  for  Scienci 
in  the  Public  Interest,  gripes  that  thl 
legislation  is  "nothing  less  than  a  snaka 
oil  promotion  act."  But  it's  being  take! 
seriously,  because  the  nation's  legions  oj 
vitamin  buffs  give  the  industry  clout,  j 
tow  priority.  What's  really  at  stake  i;[ 
the  industry's  freedom  to  make  healtl 
claims  for  its  products.  Strictly  read 
federal  law  says  any  substance  purport; 
ing  to  treat  or  cure,  disease  is  a  drug  ant 
must  therefore  undergo  extensive — and 
expensive — clinical  trials.  But  the  FDi 
has  given  supplements  little  enforce; 
ment  priority.  "We've  only  gone  afte:| 
the  most  serious  toxicity  and  health 
fraud  problems,"  says  Michael  R.  Tay! 
lor,  deputy  FDA  commissioner  for  policy! 

That  laissez-faire  attitude  started  t<! 
change  in  1990,  when  Congress  orderec 
up  rules  ending  the  proliferation  of  sucl 
often-misleading  terms  on  food  products 
as  "lite"  and  "low-fat."  If  foodmakersi 
can't  say  that  carrots  help  ware 
off  cancer,  the  FDA  reasoned,  sup; 
plements  containing  beta  carotene! 
(an  "active  ingredient"  in  carrots, 
shouldn't  be  marketed  with  sucl 
claims,  either.  Another  bill  now  be 
fore^Congress  would  beef  up  the 
fda's  ability  to  punish  vi 
olators  with  huge  fines 
and  product  seizures. 

Hatch  pushed  througll 
a  one-year  moratorium 
on  the  fda's  rules  orl 
food  supplements  last  Decern 
ber.  Now,  Congress  must  de 
cide.  The  choice  is  clear:  trusi 
the  fda  to  keep  the  supplej 
ment  industry  in  check  or  all 
low  the  industry  to  regulate 
itself — and  let  the  consumeij 
beware. 

By  John  Carey  in  Washington  ■ 
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Liberty  Mutual  Presents: 
Great  Assumptions  In  History. 

"Look!  They've  surrendered." 


Making  the  wrong  assumption  could  cost  you 
the  battle.  For  instance,  most  buyers  assume 
there's  nothing  anyone  can  do  to  battle  rising 
workers  compensation  costs.  Liberty  Mutual  cus- 
tomers know  that's  not  the  truth. 

Liberty's  answer  to  controlling  workers  com- 
pensation costs  is  a  unique  six-step  program  we 
call  the  Continuum  of  Care.  An  approach  that  bet- 
ter manages  your  claim  costs.  From  pre-accident 
consulting  to  disability  management,  it  uses 
proven  methods  to  reduce  or  even  eliminate  costs. 

How? 

Liberty  has  over  80  years  of  experience 
gathered  into  one  of  the  industry's  most  compre- 


hensive databases.  A  powerful  tool  that  has 
allowed  Liberty  to  pioneer  new  loss  prevention 
techniques  and  develop  cost-effective  treatment 
protocols  for  workplace  injuries.  With  it,  we're 
better  able  to  identify  what's  a  legitimate  claim 
and  what  isn't. 

The  Continuum  of  Care  will  work  for  you 
regardless  of  the  way  you  pay  for  your  workers 
compensation  costs.  So  there's  no  reason  to  sur- 
render to  the  high  cost  of 
workers  compensation.  Call 
your  Liberty  Mutual  office 
today.  And  find  out  more  LIBERTY 
about  Continuum  of  Care.  MUTUAL. 


FACING  THE  ISSUES  THAT  FACE  OUR  CUSTOMERS' 
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BIOTECH 
ON  THE  MEND? 

News  that  Genentech's  heart 
drug  TPA  is  slightly  more  effec- 
tive than  rival  drugs  dramati- 
cally boosted  the  biotech  com- 
pany's shares.  Is  it  time  for  inves- 
tors to  climb  back  on  the  biotech 
bandwagon?  Here  are  some 
best-selling  drugs  and  a  pre- 
view for  what's  in  the  pipeline: 


BIOTECH  BEST-SELLERS 


Drug/ 

Company 


1993  sales  (est.) 

Millions 


EPOGEN  Amgen  $560 
Red  blood  cell  stimulator 

NEUPOGEN  Amgen  555 
White  blood  cell  stimulator 

PROTROPIN  Genenfech 
Human  growth  hormone 

ACTIVASE  Genenfech  210 
TPA,  a  blood  clot  dissolver 


DRUGS  DUE  SOON 


1997  sales  (est.) 


BETASERON  Chiron 
Multiple  sclerosis  treatment 

PULMOZYME  Genenfech 
Cystic  fibrosis  treatment 

ALBUNEX 

Molecular  Biosystems 
Improves  ultrasound  readings 

RESPIVIRMedlmmune 

For  infant  viral  pneumonia 

DATA  VECTOR  SECURITIES  INTERNATIONAL  INC 


A  CRACKDOWN  ON 
BIASED  LENDING 


►  More  change  from  the  top: 
Now,  the  Clinton  Administra- 
tion is  getting  tough  on  dis- 
criminatory lending  by 
banks.  On  May  5,  the  Office 
of  the  Comptroller  of  the 
Currency,  the  primary  regu- 
lator of  banks,  said  it  will  for 
the  first  time  use  "testers" — 
OCC  employees  posing  as 
young,  mortgage-seeking 
couples — to  sniff  out  dis- 
criminatory mortgage-lend- 
ing practices.  The  crackdown 
comes  in  the  wake  of  a  study 
released  last  October  by  the 
Federal  Reserve  Bank  of 
Boston.  That  probe  found 
that  mortgage  applications 
from  minorities  were  60% 
more  likely  to  be  turned 


down  than  those  coming 
from  whites  with  similar  in- 
comes. Some  bankers  say  the 
tactic  borders  on  entrapment. 


CASTING  A  LINE  FOR 
AMERICA  ONLINE 


►  All  the  information  money 
can  buy?  Microsoft's  other 
founder,  Paul  Allen,  may  be 
trying  to  acquire  America 
Online,  the  only  publicly  trad- 
ed consumer  computer  ser- 
vice. The  billionaire  Allen, 
who  also  owns  the  Portland 
Trail  Blazers,  said  in  a  Secu- 
rities &  Exchange  Commis- 
sion filing  that  he  is  consider- 
ing a  tender  offer  or  other 
type  of  business  combination 
with  the  $26  million  Vienna 
(Va.)  company.  He  is  already 
the  largest  shareholder,  with 
just  under  25%.  Allen  and 
America  Online  declined  to 
comment,  but  the  news  sent 
America  Online's  stock  up 
4V4,  to  30 V2,  on  May  3. 


SOME  BUBBLING  AT 
CAMPBELL  SOUP 


►  David  Johnson  is  turning 
up  the  heat  on  his  turn- 
around at  Campbell  Soup.  On 
May  4  the  CEO  announced 
that  his  70  top  executives 
must  boost  their  holdings  in 
company  stock.  For  Johnson 
that  means  raising  his  stake 
from  about  $1.5  million  to 
three  times  his  base  pay  by 


MY  T-REX  CAN  LICK  YOUR  STEGOSAURUS 


With  Universal  Pictures'  new 
film  Jurassic  Park  about  to  add 
fuel  to  the  raging  dinosaur 
craze,  a  beastly  battle  is  break- 
ing out  between  the  small  U.  S. 
and  Japanese  companies  that 
make  lumbering,  head-turning 
robots  of  prehistoric  beasts  for 
amusement  parks  and  museums. 

Tokyo-based  K.  K.  Kokoro, 
wants  to  expand  its  U.  S.  sales 
by  winning  a  prestigious  ac- 
count: a  new  dinosaur  hall  planned  for  1995  by  New  York': 
American  Museum  of  Natural  History.  Not  to  be  outdone 
Dinamation  International,  based  in  Irvine,  Calif.,  is  also  talking 
to  the  museum.  Meanwhile,  it  has  taken  the  battle  to  Japan  bA 
putting  43  of  its  dinosaurs  on  display  in  Tokyo  this  summer 
Dinamation  contends  that  its  beasts  will  win  out  becaus< 
they're  more  "paleontologically  correct"  than  Kokoro's.  Ko 
koro,  of  course,  claims  its  beasts  are  more  authentic.  Who's 
right?  Maybe  only  the  fossil  record  will  tell  for  sure. 


yearend  1994.  Some  30  other 
executives  must  hold  at  least 
1,000  shares  each.  The  soup- 
maker's  stock  rose  Va,  to  just 
over  38,  on  the  news.  The 
shares,  though,  are  still  trad- 
ing well  below  their  52-week 
high  of  45%.  Campbell's 
board,  which  includes  mem- 
bers of  the  company's  found- 
ing family,  said  "mmmm- 
mmmm  good"  to  the  plan. 


CONNECTICUT  SLAMS 
ANDERSEN 


►  Connecticut  real  estate  will 
be  a  real  downer  for  Arthur 
Andersen,  the  nation's  larg- 


est accounting  firm,  during 
the  next  two  years.  On  Maj 
4,  Andersen  agreed  to  pa> 
$2.5  million  to  investors  ir 
bankrupt  Colonial  Realty  foi 
alleged  improper  ties  to  thai 
company,  including  accepting 
gifts  from  Colonial  manage- 
ment. As  part  of  the  settle 
ment,  it  can't  do  real  estate 
business  in  Connecticut  for 
two  years.  It  also  must  pay 
$1  million  for  the  cost  of  the 
investigation. 


NORTHWEST  AIR  SEES 
CLEARER  SKIES 


►  Is  Northwest  Airlines 
cleared  for  takeoff?  The  car- 
rier finally  may  be  close  to  a 
solution  to  its  financial  woes. 
On  May  3,  its  two  largest 
unions  agreed  to  $480  million 
in  concessions  over  three 
years  in  exchange  for  15%  of 
the  company's  common  equi- 
ty and  one  seat  each  on  its 
board,  say  informed  sources. 
Now  the  troubled  carrier 
hopes  the  Air  Line  Pilots  i 
Assn.  will  agree  to  10%  of 
the  carrier's  equity  in  ex- 
change for  some  $100  million 
in  wage  cuts.  If  that  flies, 
Northwest  could  reach  its! 
target  of  $300  million  a  year 
in  savings,  possibly  allowing 
it  to  reschedule  its  debt  and 
avoid  bankruptcy. 
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JANUARY  1, 1993 
The  day  all  European  banks  began  operating  within 
the  new  European  single  market 

JANUARY  1, 1993 
The  day  Credit  Lyonnais,  with  Europe's  largest 
banking  network,  became  Europe's  leading  bank. 
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Credit  Lyonnais  is  present  in  every  European  country,  including: 
•  254  offices  in  Spain  •  201  in  Germany  •  133  in  Italy  •  97  in  the  Netherlands 

•  45  in  the  United  Kingdom  •  37  in  Belgium  •  33  in  Portugal.  In  addition, 
we  have  2,600  offices  in  France  and  another  840  offices  in  other  locations 
around  the  world.  Credit  Lyonnais  is  truly  a  universal  organization,  having  a  total 
of  4,350  offices,  77,200  employees  and  global  assets  of  (US$)  352  billion. 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


You  know  exactly  where  you're  headed.  Both  personally 
and  financially. 

You  use  the  Optima"'1  Card.  And  count  on  unparalleled 
American  Express  service  to  be  there  tor  you. 

You  appreciate  the  individual  way  your  interest  rate, 
currently  a  low  14.25%  tor  purchases,  reflects  the 
responsible  way  you  manage  your  account. 

And  you  like  the  way  you  can  attain  an  even  lower  rate, 
currently  12%  tor  purchases,  simply  by  charging  $1,000 
or  more  in  a  year  and  paying  your  bills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend  payment  with 
a  real  advantage,  you  choose  the  Optima  Card. 

YOU  KNOW  WHAT  YOU'RE  DOING.'' 


Optima  Cardmembers  in  good  standing  receive  an  Annual  Percentage  Rate  tor  purchases  that's  currently  14  25%  116  90%  for  cash  advances!  Cardmembers  in  good  standing  over  a  12-month  review  period  with  al 
least  one  year  of  tenure  on  their  American  Express  and  Optima  Card  accounts  who  spent  at  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  for  an  APR  that's  currently  12  00%  for  purchases  116  90% 
for  cash  advances!  All  other  accounts  receive  a  competitive  APR  that's  currently  18  25%  tor  purchases  118  90%  for  cash  advances!  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall 
Street  Journal  The  annual  fee  for  the  Optima  Card  is  $15  ($25  for  non-American  Express*1  Cardmembers!  for  more  information  or  to  apply  call  1-800-OPTIMA-6  ©  1993  American  Express  Centurion  Bank 
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[HE  COMEBACK  KID 
tit  BACKLASH  BILL? 


1  M  0\th  the  Democrats'  margin  in  the  Senate  too  slender 
m^mm  to  protect  Bill  Clinton's  agenda  from  Republican 
W^kr  filibusters,  the  President  needs  every  ally  he  can 
at.  So  it's  hardly  surprising  that  Clinton  has  been  invited  to 
exas  to  stump  for  appointed  Democratic  Senator  Bob  Krueg- 
the  underdog  in  a  runoff  to  fill  Treasury  Secretary  Lloyd 
[.  Bentsen's  old  seat.  Trouble  is,  it  was  GOP  leaders,  not 
exas  Democrats,  who  issued  the  invite.  Republican  Senator 
hil  Gramm  even  offered  to  pay  his  way— a  commentary  on 
le  President's  dismal  standing  in  the  Lone  Star  State. 
In  a  recent  Texas  Poll,  only  37%  of  those  questioned  rated 
le  President's  performance  "good"  or  "excellent."  And  unfor- 
mately  for  Clinton,  his  setbacks  on 
apitol  Hill  are  being  translated  into 
'ouble  for  Democratic  office  seekers, 
/hile  polls  show  that  the  public  ap- 
roves  of  Clinton's  message  of  change, 
oters  don't  like  proposed  tax  hikes, 
n  response,  Democratic  candidates 
re  distancing  themselves  from  the 
lan  who  topped  their  ticket  last  fall. 
clear  message.'  The  campaign  strat- 
gies,  in  turn,  are  causing  shudders  in 
longress,  where  Clinton's  tax  propo- 
als,  spending  cuts,  and  long-term  "in- 
estment"  plans  face  crucial  tests.  "If 
e's  losing  elections,  or  perceived  to 
e  losing  elections,  he  loses  all  his  pump,"  worries  a  House 
)emocratic  aide.  In  Wisconsin,  for  example,  Democrat  Peter 
V.  Barca  eked  out  a  narrow  victory  in  a  May  4  special  elec- 
ion  to  fill  the  seat  of  Defense  Secretary  Les  Aspin.  To  win, 
•area  flaunted  his  opposition  to  the  President's  proposed  en- 
rgy  tax,  the  North  American  Free  Trade  Agreement,  and 
igher  taxes  on  Social  Security  benefits.  "The  people  in  the 
)emocratic  Party  who  have  to  face  the  voters  are  running 
rom  Clinton  like  scalded  dogs,"  gloats  Republican  Party 
Ihairman  Haley  Barbour.  "It's  a  very  clear  message  that  the 
'resident's  plans  are  unpopular." 


KRUEGER:  DISTANCING  HIMSELF  FROM  CLINTON 


Texas'  May  1  special  Senate  election  was  an  even  clearer 
case.  Republicans  shared  58%  of  the  vote  in  a  free-for-all  pri- 
mary. Krueger— despite  calculated  opposition  to  Clinton's  tax 
hikes  and  defense  cuts— got  just  29%  of  the  total.  The  Shake- 
speare-prof-turned-pol  now  faces  an  uphill  struggle  in  an  ex- 
pected June  5  runoff  against  Republican  State  Treasurer  Kay 
Bailey  Hutchison,  who  is  eager  to  make  the  vote  a  referendum 
on  Clinton.  "This  is  going  to  be  the  first  test  of  what  people 
think  of  the  Bill  Clinton  economic  plan,"  she  declares. 

Of  course,  no  local  election  is  a  national  referendum,  and 
Krueger  has  plenty  of  homegrown  woes.  He  shared  the  ballot 
with  Democratic  Governor  Ann  W.  Richards'  ill-fated  plan  to 
shift  revenues  from  rich  school  dis- 
tricts to  poorer  ones.  And  Krueger's 
erudition  can  make  him  seem,  well, 
un-Texan.  "Every  time  he  quotes 
Shakespeare,  I  love  it,"  says  state  GOP 
Chairman  Fred  Meyer.  "I  have  a  rule: 
If  you  don't  quote  Sam  Houston  or 
Harry  Truman,  don't  quote  anybody." 
populist  themes.  The  Clintonites 
think  Texas  and  Wisconsin  are  isolated 
cases.  "From  what  we  hear,  the  rest 
of  the  country  is  dying  for  him  to 
come  in  and  campaign,"  says  Demo- 
cratic National  Committee  Political  Di- 
rector Joan  Baggett.  And  Democrats 


hope  to  learn  from  their  early  mistakes.  In  the  Texas  runoff, 
Krueger  is  sounding  populist  themes,  attacking  Hutchison  as 
a  "country  club  candidate"  in  thrall  to  Wall  Street.  He  blasts 
Hutchison  as  "part  of  the  forces  of  filibuster  and  not  the 
forces  of  change"  and  emphasizes  such  popular  Clinton  initia- 
tives as  abortion  rights,  Head  Start,  and  immunization. 

White  House  operatives  say  they'll  let  candidates  run  away 
from  Clinton  if  absolutely  necessary.  They  have  little  choice.  If 
there  are  more  dismal  showings  in  races  such  as  Krueger's, 
the  President  could  find  the  going  tough  indeed. 

By  Richard  S.  Dunham 


CAPITAL  WRAPUP I 


THE  CABINET 


Former  San  Antonio  Mayor  Henry 
G.  Cisneros  is  the  latest  politician  to 
discover  that  being  a  second-string 
Cabinet  member  isn't  much  fun.  Like 
his  predecessor  at  the  Housing  &  Ur- 
ban Development  Dept.,  Jack  F.  Kemp, 
Cisneros  is  an  energetic  booster  of  an 
aggressive  new  urban  policy.  Also  like 
Kemp,  he's  having  a  hard  time  get- 
ting his  President's  attention.  Cisneros' 
ambitious  enterprise-zone  plan  was  re- 
duced to  a  shadow  of  itself  in  the  pro- 
posal issued  by  the  White  House  on 
May  4.  He  got  nowhere  with  pleas  that 
Bill  Clinton  fight  harder  to  save  com- 
munity-development block  grants  from 


the  Republican  assault  on  the  Admin- 
istration's stimulus  plans.  In  recent 
weeks,  Cisneros  has  been  asking  may- 
ors, municipal-bond  underwriters,  and 
other  urban  interest  groups  to  lobby 
the  White  House  on  his  behalf. 

TERM  LIMITS  

It  sometimes  takes  a  bit  of  shame- 
lessness  to  be  a  successful  politician. 
But  Senator  Strom  Thurmond  (R-S.C.) 
may  take  the  prize  by  coming  out  in 
support  of  term  limits  for  members  of 
Congress.  Thurmond,  90,  is  the  senior 
member  of  the  Senate,  where  he  has 
served  since  1954.  Other  veterans  sign- 
ing up  with  U.  S.  Term  Limits,  an  ad- 
vocacy group,  include  Senators  Bob 


Dole  (R-Kan.)  and  Jesse  Helms  (R- 
N.  C.)  and  Representatives  Glenn  Eng- 
lish (D-Okla.)  and  Dan  Glickman  (D- 
Kan.).  The  four  have  a  total  of  78 
years  of  service. 

PEOPLE  

The  White  House  is  close  to  filling 
two  key  vacancies.  Washington  law- 
yer Ricki  R.  Tigert,  a  former  Federal 
Reserve  Board  attorney,  appears  to 
have  edged  out  former  Connecticut 
Treasurer  Francisco  L.  Borges  to  be- 
come chairman  of  the  Federal  Deposit 
Insurance  Corp.  And  David  R.  Hinson, 
the  former  chief  executive  of  Midway 
Airlines  Inc.,  is  in  line  to  become  Fed- 
eral Aviation  Administrator. 


.SHINGTON  OUTLOOK 
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Wherever  they  go  in  over  50  countries,  consumers 
trust  the  22,000-agent  global  network  of  Western 
Union  Financial  Services  to  instantly  wire  money 
around  the  corner  or  around  the  world.  As  a  result, 
Western  Union'  knows  that  the  uninterrupted 


availability  of  the  network  is  the  key  to  their  succel 
That's  why  they  depend  on  a  client-senB 
solution— based  on  Tandem  systems— to  procejl 
up  to  1 .5  million  daily  online  transactions,  24  nofe 
a  day,  365  days  a  year.  That  same  Tandem  solutin, 


Tandem  arid  the  Tandem  logo  are  trademarks  ol  Tandem  Computers  Incorporated  ©1993  Tandem  Computers  Incorporated  All  rights  reserved 


ch  helped  Western  Union  enhance  the  quality 
efficiency  of  its  customer  service,  actually  paid 
itself  in  just  12  months.  To  learn  how  we  did  it 
Western  Union,  call  800-959-2492,  Ext.  610. 
discover  what  Tandem  can  do  for  your  company  Shouldn't  you  be  computing  like  this? 


TANDEM 


THE  EMERGING  ECONOMIC  POWERHOUSE 
OF  THE  21st  CENTURY 
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ro  get  a  glimpse  of  Chi- 
na's economic  boom, 
drive  an  hour  north 
from  the  Hong  Kong 
der  and  turn  left  at  the  giant 
mle'ss  steel  archway.  You've 
;  entered  Changan  Inc.,  popu- 
pn  30,000.  Cruise  the  palm- 
s-lined avenues  and  you'll 
s  a  gleaming  new  cultural 
ter,  office  towers,  and  a 
awling  public  recreation  com- 
ic with  an  Olympic-size  pool 
i  a  golf  course.  More  than  100 
>-story  white  townhouses  with 
tile  roofs,  sold  for  $100,000 
Hong  Kong  families,  stand  in 
.t  rows  with  scores  more  un- 
construction, 

l  decade  ago,  before  the  vil- 


lage's leaders  traded  their  Mao 
jackets  for  Italian-styled  suits, 
Changan  was  so  poor  that  many 
of  its  people  emigrated  to  Hong 
Kong.  Now,  the  village  owns 
nearly  700  factories  employing 
100,000  workers  from  other 
parts  of  China.  Changan  will 
bring  in  a  cool  $40  million  this 
year  renting  the  plants  to  for- 
eign joint  ventures  making  ev- 
erything from  Barbie  dolls  to 
precision  tools.  With  four-lane 
expressways  and  an  entire  new 
downtown  in  the  works,  says 
Changan  official  Guo  Pinji, 
"we'll  be  a  city  of  more  than  1 
million  by  the  year  2010." 

No  wonder  Changan  is  brag- 
ging. It's  caught  up  in  China's 
latest  and  perhaps  most  endur- 
ing campaign.  From  the  upscale 
cafes  in  the  southern  city  of 
Guangzhou  to  the  gritty  steel 


mills  of  the  industrial  north,  Chi- 
na is  in  a  dash  for  prosperity. 
Even  after  Deng  Xiaoping 
passes  from  the  scene,  there  will 
be  no  stopping  the  momentum. 
With  the  economy  booming  at  a 
12%  annual  clip  and  hitting  14% 
for  the  first  quarter  of  1993,  Chi- 
na's emergence  is  already  shak- 
ing the  world.  Though  these 
rates  cannot  be  sustained,  the 
signs  are  that  China's  growth 
will  continue  at  an  impressive 
clip  despite  serious  obstacles 
such  as  transportation  bottle- 
necks, spiraling  inflation,  widen- 
ing class  differences,  crime,  and 
corruption. 

The  magnitude  of  change  is 
breathtaking.  China's  economic 
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CHINA'S  GROWTH 
IS  SURGING... 


...EXPORTS 
ARE  EXPLODING. 


...FOREIGN  INVESTMENT 
IS  POURING  IN... 


.BUT  INFLATION 
IS  REVIVING 


CHANGE  IN 
GROSS  DOMESTIC 
PRODUCT 


'89  '90  '91 
A  PERCENT  GROWTH 


'92 


'93  '89  '90  '91 
EST.  ▲  BILLIONS  OF  DOLLARS 


DATA  ASIAN  DEVELOPMENT  BANK,  U  S  CHINA  BUSINESS  COUNCIL,  BUSINESS  WEEK 


boom,  once  concentrated  in  the  coastal 
regions,  is  now  flowing  inland  to  the 
massive  population  centers  along  the 
Yangtze  River  and  to  the  vast  hinter- 
land. At  the  national  level,  powerful  min- 
istries are  being  stripped  of  their  monop- 
olies in  strategic  industries  and  forced  to 
compete  in  the  marketplace.  At  the  same 
time,  state  and  local  enterprises  are 
busy  transforming  themselves  into  Chi- 
nese-style capitalist  giants.  And  some 
cities  are  even  selling  hundreds  of  their 
factories  to  foreigners. 
fantasy  MARKET.  Smelling  opportunity, 
foreign  investors  from  U.  S.  multination- 
als to  overseas  Chinese  billionaires  are 
tripping  over  one  another  to  get  into  a 
market  about  which  they  have  long  fan- 
tasized. Talk  of  China  becoming  a  21st 
century  powerhouse,  dismissed  as  naive 
after  the  Tiananmen  Square  massacre  in 
1989,  is  credible  again.  "The  only  thing 
comparable  to  what's  going  on  in  China 
is  the  reconstruction  of  postwar  Europe 
under  the  Marshall  Plan,"  says  Rajendra 


Nath,  Beijing  general  manager  for  GE 
Aircraft  Engines. 

The  implications  for  a  country  of  1.2 
billion  people  are  awesome.  Even  after 
its  overheated  growth  subsides  and 
some  speculative  bubbles  are  popped, 
many  economists  predict  China  will  sus- 
tain an  average  growth  rate  of  at  least 
7%  over  the  next  10  years.  That  means 
its  gross  domestic  product,  unofficially 
estimated  at  as  high  as  $1.2  trillion, 
could  more  than  double  by  early  next 
century,  firmly  establishing  China  as 
one  of  the  world's  top  five  economic 
powers.  While  its  per  capita  income 
would  remain  miserly  compared  with  its 
developed  Asian  neighbors,  the  size  of 
its  economy  guarantees  that  China's 
emergence  will  affect  global  trade,  in- 
vestment, and  raw  material  flows. 

This  new  industrial  giant  will  be  the 
world's  largest  manufacturing  zone,  the 
largest  market  for  such  key  industries 
as  telecommunications  and  aerospace, 
and  one  of  the  largest  users  of  capital. 


Over  coming  years,  manufacturing  will: 
increasingly  move  toward  the  penniesii 
an-hour  wages  in  once-remote  provinces! 
while  coastal  cities  such  as  GuangzhouR 
and  Shanghai  will  become  the  brain  cenl 
ters,  providing  management  and  serf- 
vices.  Although  China  will  be  an  economf 
ic  superpower  in  size,  it  won't  competai 
as  directly  with  U.  S.  or  European  techfl 
nology-based  industries  as  Japan  does! 
Instead,  its  strengths  will  be  mostljl 
light  manufacturing  and  low-tech  indusl 
tries.  And  unlike  the  keiretsu  of  Japans 
new  Chinese  corporations  will  be  morel 
open  to  foreign  participation. 

There  are  important  caveats:  China  isl 
not  wholeheartedly  embracing  Western! 
style  capitalism.  The  Chinese  economy  isl 
assuming  a  structure  the  modern  world! 
hasn't  seen  before.  It  is  a  distinctly  Chi-| 
nese  model,  a  mixed  economy  in  which' 
the  leadership  is  determined  to  keep  thej 
means  of  production  in  the  public  sector! 
Yes,  control  of  the  economy  is  shifting: 
away  from  creaky  enterprises  supported 
by  Beijing,  but  much  of  the  slack  is  be-! 
ing  taken  up  by  quasi-public  companies 
operated  by  provinces  and  towns  such  asl 
Changan.  On  the  surface,  it  appears  that! 
a  brand  new  class  of  managers  is  emerg-i: 
ing,  but  though  members  of  this  elite)? 
prefer  cognac  and  drive  Mercedes,  manyi; 
remain  card-carrying  party  members. 
tight  grip?  That's  why  no  one  expects- 
Beijing  to  suddenly  embrace  the  West's1 
vision  of  human  rights  and  political  free-ty 
dom.  Some  China-watchers  argue  that! 
the  proliferation  of  satellite  dishes  carry-!* 
ing  TV  programs  from  Hong  Kong  and| 
fax  machines  plugged  into  the  world's'! 

capitals  threaten} 


* 

A  BUDDING 
CHINESE  MIDDLE 
CLASS  IS  ABLE  TO 
AFFORD  LUXURIES 
SUCH  AS  COLOR  TVs 
AND  MAKEUP 


Communist  Party: 
rule.  But  Deng  is! 
bent  on  using  Chi- 
na's rapid  economicl 
strides  as  a  way  of] 
maintaining  the  par-  j 
ty's  grip,  not  loos- 
ening it.  He's  bet- 
ting the  Chinese| 
will  accept  party! 
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le  if  their  lives  are  improving  economi- 
lly.  If  he's  right,  the  regime's  repres- 
/e  tools,  ranging  from  its  vast  propa- 
inda  machine  to  its  prison  labor  camps, 
ill  remain.  Concern  over  that  prison 
bor  system  is  why  one  U.  S.  company, 
3vi  Strauss  &  Co.,  on  May  3  announced 
is  severing  its  China  ties.  All  of  which 
•eatly  complicates  the  debate  about 
hat  constitutes  "human  rights"  in 
hina. 

Just  as  China's  economic  and  political 
odel  could  be  at  odds  with  the  West's, 
»  might  sharply  increased  Chinese  in- 
uence  over  East  Asia  challenge  U.S. 
id  Japanese  interests.  Because  some  of 
hina's  new  wealth  is  being  used  to 
uild  the  People's  Liberation  Army,  stra- 
;gic  thinkers  worry  about  Beijing  pro- 
ving military  power  throughout  the 
3gion.  Even  as  President  Clinton  faces 
June  3  deadline  on  renewing  China's 
lost-favored-nation  status,  a  more  confi- 
ent  and  powerful  Middle  Kingdom  is 
;ss  and  less  inclined  to  heed  the  admon- 
;hments  of  foreigners  who  believe  they 
an  "manage"  China  (page  69). 
amage  control.  How  is  China  staging 
s  march  for  growth  in  the  face  of  the 
/orld's  horror  over  Tiananmen?  It's  true 
hat  newly  emboldened  conservatives 
;rabbed  control  of  the  government  fol- 
Dwing  the  tragedy  and  tried  to  slam  the 
irakes  on  reform.  Some  U.  S.  investors 
ook  a  deep  breath  and  froze.  But  nei- 
her  reaction  damaged  the  underlying 
iconomy.  Investors  from  Hong  Kong 
ind  Taiwan  charged  into  China  even  in 
^iananmen's  aftermath.  The  Asian  capi- 
al  meant  that  Western  recriminations 
lad  little  impact.  And  this  foreign  capi- 
al  helped  create  enough  liquidity  in  Chi- 
la's  financial  system  that  provinces  such 
is  Guangdong  and  Fujian  were  able  to 
:ontinue  their  pursuit  of  wealth. 

At  the  same  time,  Deng's  reformers 
lave  been  able  to  push  two  main  pillars 
if  economic  change:  an  unprecedented 
legree  of  economic  decentralization  and 
he  spread  of  market  reforms  from 
:oastal  areas  to  the  interior.  Suddenly, 
]hina  looks  like  a  loose  federation  of 
•egional  economies,  with  provincial  and 
:ity  governments  boasting  increasing 
:lout.  Regional  authorities  are  flexing 
heir  muscles:  Development  zones  are 
>opping  up  across  Jiangsu  province  near 
shanghai,  despite  the  central  govern- 
nent's  efforts  to  halt  them.  Beijing 
'ears  that  the  wild  construction 
>inge  by  local  governments,  whose 
nvestments  soared  by  70%  last 
fear,  is  contributing  to  runaway  in- 
flation and  waste.  Businesses 
>wned  by  local  governments  in  Guanj 
long  brazenly  circumvent  Beijing's  tax 
:ollectors  by  setting  up  front  companies 
n  Hong  Kong.  These  "false  foreign  dev- 
ls"  then  enjoy  all  the  tax  breaks  afford- 
;d  genuine  foreign  investors. 


Companies  controlled  at  the  local  and 
regional  levels  are  striking  at  the  very 
heart  of  the  old  Beijing-dominated  sys- 
tem. Consider  the  case  of  two  refrigera- 
tor companies.  In  the  southern  city  of 
Rongqi,  the  Rongsheng  Refrigerator 
Factory  is  a  model  of  the  locally  owned 
factories  that  are  quietly  reaching  West- 
ern standards  of  quality.  As  a  result, 
Rongsheng's  3,500  workers  are  strug- 
gling to  fill  orders  for  China's  most  pop- 
ular brand.  The  glistening  complex, 
which  has  a  modern  steel  sculpture  in 
front,  a  recreation  complex  nearby,  and 
three  Mercedes  among  the  cars  in  the 
parking  lot,  expects  to  make  a  $32  mil- 
lion profit  this  year. 

In  stark  contrast,  the  nationally 
owned  Shenyang  Medical  Instrument 
Factory  in  Liaoning  province  has  a  ware- 
house full  of  its  Great  Wall  refrigera- 
tors awaiting  repairs.  While  300  of  its 
2,400  workers  have  no  jobs,  they  stay  on 
the  payroll.  That  has  helped  the  factory 
lose  $5.3  million  in  the  past  two  years. 
"We  should  learn  from  this  lesson,"  says 
Lu  Zizhun,  the  plant's  Communist  Party 
secretary.  The  factory  has  given  up  try- 
ing to  compete  with  Rongsheng,  turning 
to  new  products  such  as  pruning  shears 
and  X-ray  equipment. 


BUILDING 
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Overall,  China  is  letting  regional  and 
locally  owned  enterprises  thrive  on  their 
own  and  allowing  its  centrally  controlled 
sector  to  wither  much  faster  than  either 
Russia  or  former  Soviet  satellites  did. 
Regional  and  locally  run  enterprises  now 
account  for  a  third  of  all  economic  activi- 
ty, while  the  share  for  centrally  run  min- 
istries has  dwindled  to  half  and  will  con- 
tinue shrinking.  Private  enterprise,  as 
the  West  understands  it,  will  become 
more  important  but  is  not  likely  to 
eclipse  these  quasi-public  enterprises. 
plenty  of  cash.  That's  not  to  say  that 
Beijing-controlled  companies  can't  be 
competitive.  Some  of  the  most  promising 
state  enterprises  are  getting  sweeping 
authority  from  the  central  government 
to  take  over  weak  competitors  and  to 
enter  new  businesses.  One  favored  com- 
pany is  Beijing-based  Shougang  Corp. 
The  $1.8  billion  iron  and  steel  maker  is 
doubling  its  steel  capacity  to  10  million 
tons  by  1995,  and  it's  on  an  acquisition 
binge.  In  the  past  six  months,  it  paid 
$120  million  for  an  iron  mine  in  Peru  and 
bought  for  an  undisclosed  sum  a  Fon- 
tana  (Calif.) 
steel  plant  that 
it   plans  to 


THE  FUTURE 

Major  infrastructure  projects 
under  way  or  in  planning 
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BEIJING-KOWLOON  RAILWAY  This  $3  .3 
billion  project  involves  building  549 
bridges  and  has  200,000  workers 


V 


HENAN  POWER  PLANT  Province  and 
Wing-Merrill  of  U.S.  recently 
clinched  a  $2  billion  deal 


..-it 


if 


II 

PUDONGAnindus 

trial  and  commercial 
zone,  including  an 
airport  and  subway, 
has  attracted  $  1 0 
billion  in  investments 


NANNING  KUNMING  RAILWAY  This 
$  ].]  billion  line  will  help  de- 
velop the  coal-mining  industry 
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THREE  GORGES  DAM  The  $  1 0  billion 
project  could  boost  shipping  but 
irreparably  damage  the  environment 


GUANGZHOU-SHENZHEN  EXPRESSWAY 

A  $  1.2  billion  highway  will  speed 
travel  within  southern  China 
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SEA 
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dismantle  and  ship  home.  Shougang  also 
became  the  first  industrial  group  in  Chi- 
na to  launch  its  own  commercial  bank, 
with  capital  of  $172  million. 

The  industrial  giant  is  also  trying  to 
move  into  high  tech:  It  has  cut  a  $200 
million  deal  with  Japan's  NEC  Corp.  to 
make  semiconductors.  "We  are  a  first- 
class  transnational  company,"  suggests 
Shougang  Vice-President  Pan  Huayuan. 


That's  yet  to  be  proved,  especially  for  a 
company  that  still  makes  an  astounding 
array  of  products  solely  for  the  domestic 
market — everything  from  plastic  Christ- 
mas trees  to  assault  rifles.  But  the  fact 
that  these  new  Chinese  managers  even 
aspire  to  international  stature  speaks 
volumes  about  the  competitive  forces 
that  have  been  unleashed. 
So  even  though  China  keeps  a  tight 


* 

Peasants 
searching  for 
jobs  far  from 


grip  on  politics,  it  i 
nurturing  an  un 
precedented  degrei 
of  economic  diversi 
ty.  Instead  of  hav 
ing  a  market  guar 
anteed  by  centra 
planners,  many  Bei 
■  GROWING  SOCIAL  jing-controlled  en 
PROBLEM  terprises  have  t( 
compete  with  loca 
ones  as  well  as  with  foreign  multination 
als.  In  the  past,  foreign  companies  oftei 
had  to  accept  a  partner  dictated  by  Bei 
jing.  Now,  foreign  manufacturers  of  ev 
erything  from  mobile  phones  to  gian 
power  generators  can  go  from  province 
to  province  in  search  of  the  best  deal 
Johnson  &  Johnson,  which  has  a  majo: 
pharmaceuticals  joint  venture  in  the  citj 
of  Xian,  is  now  looking  for  more  oppor 
tunities.  "With  the  government  decen 
tralizing,  it's  getting  easier  to  cut  youi 
own  deals,"  says  Jerry  R.  Norskog 
president  of  the  Xian  joint  venture. 
ON  strike.  Beijing  also  is  allowing  mar 
ket  forces,  as  opposed  to  edicts,  to  drive 
the  spread  of  prosperity  from  wealth} 
coastal  provinces  into  the  nation's  mucl 
poorer  interior.  While  the  rest  of  China 
was  still  in  the  grip  of  Beijing's  centra' 
planners  in  the  early  1980s,  Guangdon 
and  Fujian,  in  particular,  had  high  de 
grees  of  autonomy.  Workers  there  pro- 
vided a  cheap  labor  pool  for  foreign 


MOTOROLA  IN  CHINA:  A  GREAT  LEAP  FORWARD 


Taking  a  cautious  approach,  Motor- 
ola last  year  put  together  a  make- 
shift plant  in  the  northern  port  city 
of  Tianjin  to  crank  out  its  first  made-in- 
China  paging  devices.  The  company  fig- 
ured local  demand  would  be  small  and 
that  it  would  have  to  find  export  markets 
to  make  the  investment  pay  off. 

Wrong.  Motorola  Inc.  now  sells  the  en- 
tire weekly  output  of  10,000  units  in  Chi- 
na, where  a  pager  with  one  year  of  ser- 
vice retails  for  $200.  Indeed,  annual 
demand  for  pagers  in  China  has  zoomed 
from  1  million  in  1991  to  a  projected  4 
million  this  year.  "We  no  longer  talk  of 
the  'potential'  Chinese  market,"  says  Lai 
Chi-sun,  general  manager  of  Motorola- 
China  Ltd.  "That  market  has  arrived." 

Convinced  the  boom  is  for  real,  Motor- 
ola is  laying  the  groundwork  for  what 
will  be  Corporate  America's  biggest  man- 
ufacturing venture  in  China.  By  yearend, 
it  will  complete  a  $120  million  first-phase 
plant  in  the  Tianjin  Economic  &  Technol- 
ogy Development  Area  to  make  pagers, 
simple  integrated  circuits,  and  cellular 
phones.   A  second-phase  plant,  which 


could  include  automotive  electronics,  ad- 
vanced microprocessors,  and  walkie-talk- 
ie systems,  will  come  on-line  in  three 
more  years.  Motorola  is  also  looking  at 
building  a  plant  to  fabricate  silicon  wa- 
fers. Overall,  it  could  spend  more  than 
$400  million. 

tech  cap.  Other  international  biggies 
such  as  Samsung,  Eastman  Kodak,  and 
Heinz  are  also  moving  into  Tianjin,  which 
boasts  savvy  officials  and  good  infra- 
structure. But  the  Motorola  venture  sym- 
bolizes a  huge  leap  in  commitment  to 
China.  It  goes  well  beyond  setting  up 
factories  to  take  advantage  of  low-cost 
labor  or  get  a  foot  in  China's  vast  mar- 
ket. Motorola  executives  expect  that, 
over  time,  Chinese  technicians  will  play  a 
big  global  role  in  the  design  and  engi- 
neering of  products,  much  as  locals  al- 
ready do  at  the  company's  plants  in  Sin- 
gapore and  Malaysia. 

Alcatel,  Siemens,  and  Philips  are  now 
moving  in  the  same  direction,  and  in  Feb- 
ruary, AT&T  signed  a  sweeping  accord 
with  the  government  that  could  lead  to  a 
similarly  deep  involvement  in  everything 


from  switching  systems  to  semico 
tors.  "There  is  a  conceptual  ch 
among  major  multinationals,"  says 
Frisbie,  director  of  the  U.  S.-China 
ness  Council  office  in  Beijing.  "Now 
are  looking  at  an  integrated  appi 
that  involves  manufacturing,  sales 
research  and  development." 

Of  course,  with  China's  high  infl 
and  political  uncertainties,  Mot< 
knows  the  ride  won't  be  smooth, 
company  has  been  selling  telecomr 
cations  gear  and  semiconductors  ir 
country  since  1984  and  now  has  60( 
ployees  there.  One  big  problem  wi 
finding  enough  engineers  to  carry  oi 
ambitious  agenda.  Of  the  1,200  woi 
to  be  hired  over  the  next  two  years 
torola  will  need  250  engineers.  Chim 
hundreds  of  thousands  of  engineers 
because  higher  education  from  19( 
1976  was  devastated  by  the  Cultural 
olution,  most  in  their  mid-thirties 
-forties  lack  the  training  to  adapt 
modern  high-tech  plant. 

Another  shortcoming  of  Chinese 
demies  is  that  students  don't  learn 
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anufacturers.  But  today, 
e  two  provinces  have  a 
idding  middle  class  that 
n  afford  air  conditioners 
id  color  TVs,  and  it's  hard 

find  local  residents  willing 

accept  jobs  paying  $54  a 
anth  making  sneakers.  In 
ct,  some  300  workers  at  a 
inon  Inc.  compact-camera 
ctory  in  the  Guangdong 
;y  of  Zhuhai  went  on  strike 
ar.  30  for  three  days,  de- 
manding 30%  to  50%  wage  in- 
eases  to  make  up  for  sky- 
icketing    prices.  Canon 
;ttled  the  strike  by  offering 
lises  of  7.8%  to  13.6%,  de- 
eding on  seniority. 
Those  rapidly  rising  wages 
•e  driving  both  Chinese  and 
ireign  enterprises  to  tap 
orkers  from  the  interior, 
eading  the  way  are  savvy 
aiwanese  and  Hong  Kong 
)mpanies.  Yue  Yuen  Indus- 
■ial  (Holdings)  Ltd.,  a  $200  million  Tai- 
an  and  Hong  Kong  manufacturer  of 
ike,  Reebok,  and  other  athletic  shoes, 
ow  recruits  workers  for  its  three 
uangdong  factories  from  outside  the 
rovince.  Says  Steve  Li,  Yue  Yuen  presi- 
ent:  "We  decided  to  hire  workers  from 
lland  provinces  because  there's  less 
arnover." 

And  new  investment  is  flowing  deeper 
lto  the  mainland.  For  instance,  Tai- 


THE  FOREIGNERS  CHARGING  IN 

A  Sampling  of  Recent  Investment  and  Trade  Deals  with  China 


TELECOMMUNICATIONS 


AT&T  has  reached  a  $1  billion  agreement  to  manufacture  switches, 
wireless  phones,  and  integrated  circuits.  NEC  is  building  a  micro- 
wave telecommunications  plant. 


AUTOS 


The  U.S.  Big  Three  sold  $  1 60  million  worth  to  a  Chinese  buying  dele- 
gation in  April.  Nissan  Motor  is  investing  in  a  $44  million  factory 
making  pickup  trucks.  Volkswagen  is  spending  $315  million  to  dou- 
ble capacity  at  its  joint  venture  near  Shanghai. 


ENERGY 


ABB  Asea  Brown  Boveri  has  a  $400  million  slice  of  a  coal-fired  pow- 
er station  being  built  in  Guangdong.  Total  of  France  has  a  20% 
share  in  a  $450  million  refinery  that  will  open  next  year. 


CONSTRUCTION 


Hong  Kong's  Wharf  (Holdings)  Ltd.  plans  a  multimillion-dollar  con- 
tainer port  in  Wuhan.  Hong  Kong  magnate  Gordon  Wu  is  complet- 
ing a  $1.2-billion  superhighway  in  Guangdong. 

DATA-  BUSINESS  WEEK 


wan's  President  Enterprises  Corp.  has 
four  factories  in  China,  including  a  toma- 
to processing  plant  in  the  remote  west- 
ern region  of  Xinjiang.  In  March,  local 
officials  in  the  northeastern  city  of  Da- 
lian sold  off  controlling  interests  in  101 
local  companies  to  China  Strategic  In- 
vestment, an  industrial  venture  capital 
group  in  Hong  Kong. 

The  main  obstacle  keeping  prosperity 
from  traveling  even  faster  to  the  inland 


regions  is  China's  decaying 
infrastructure.  In  a  building 
frenzy,  Beijing  plans  to  pump 
billions  into  major  transpor- 
tation, power,  and  telecom- 
munications projects  over  the 
next  decade  (chart,  page  57). 
Much  of  it  is  going  to  Shang- 
hai. The  central  and  city  gov- 
ernments are  spending  $18 
billion  on  bridges,  power 
plants,  and  a  huge  industrial 
and  commercial  zone  in  the 
Pudong  district,  east  of  the 
city.  Pudong's  rice  fields  are 
gone,  replaced  by  a  mam- 
moth, dusty  construction  site 
where  the  foundation  is  be- 
ing laid  for  China's  most  am- 
bitious projects.  A  particular- 
ly impressive  one:  the 
Yangpu  Bridge,  scheduled  to 
be  completed  by  yearend. 
fast  lane.  From  Shanghai, 
future  development  is  expect- 
ed to  spread  up  the  Yangtze 
River  to  the  central  city  of  Wuhan. 
That's  where  Hong  Kong's  Wharf  (Hold- 
ings) Ltd.  has  begun  building  a  multi- 
billion-dollar  container  port.  Further  up 
the  Yangtze,  work  is  scheduled  to  begin 
on  a  $10  billion  dam  that  could  boost 
shipping  traffic  to  the  interior  metropo- 
lis of  Chongqing  tenfold. 

The  government  is  also  enlisting  out- 
side help  for  other  infrastructure  proj- 
ects. In  a  few  months,  Hong  Kong  mag- 


n  principles  into  in- 
ve  new  products. 
•  knowledge  of  ba- 
ence  is  very  strong, 
iey  don't  know  how 
iply  it,"  says  Ko 
;-wen,  Motorola's 
nnel  director  in 
n. 

s.  Since  Motorola 
•ecruit  heavily  at 
,'s  colleges,  it's 
ig  an  inside  track. 
:ompany  is  provid- 
indreds  of  scholar- 
to  students  and  fac- 
i  eight  universities, 
ola  also  is  donating 
iter  equipment  and 
so  that  schools  can 
i  chip-design  labora- 
,  And  it  plans  to  offer  working  in- 
lips  to  college  students  and  dis- 
managers  to  Chinese  high  schools 
)lain  uses  of  technology, 
the  same  time,  Motorola  is  spend- 
lillions  on  in-house  training  pro- 
1  preparing  for  the  startup  of  its 
i  centers  for  integrated  circuits  and 
mmunication  products  in  China.  It 
ly  is  sending  30  engineering  re- 


cruits to  its  facilities  in  the  U.  S.,  Singa- 
pore, and  Hong  Kong.  And  for  the  Chi- 
nese executives  who  will  eventually  head 
the  Tianjin  complex,  Motorola  has  a  ca- 
reer management  track  called  "Cadres 
2000."  Each  year,  it  plans  to  put  up  to  20 
top  recruits  into  leadership  training  pro- 
grams and  rotate  them  through  Motorola 
operations  worldwide.  The  first  batch  of 
seven  cadres,  hired  in  1989  to  be  middle 


'We  NO  LONGER  TALK 
OF  THE  "POTENTIAL" 
CHINESE  MARKET. 
THAT  MARKET  HAS 
ARRIVED' 


managers  for  its  future 
semiconductor  plant,  al- 
ready have  visited  almost 
every  Motorola  chip 
plant  in  the  world. 

So  far,  Motorola  says 
it's  delighted  with  its 
Tianjin  venture.  In  terms 
of  both  quality  and  pro- 
ductivity, officials  say, 
the  paging  devices  as- 
sembled in  Tianjin  already  are  close  to 
the  standards  of  its  Singapore  plant, 
where  Motorola  designs  its  pagers.  "We 
could  be  exporting  them  competitively 
right  now,"  says  Tan  Yik  Fay,  manager 
of  the  Tianjin  paging  factory.  But  with 
China's  voracious  demand,  that's  one 
idea  that  may  have  to  wait  a  while 


longer. 


By  Pete  Engardio  in  Tianjin 


CIAL  REPORT 


BUSINESS  WEEK/MAY  17,  1993  59 


TEE 

nate  Gordon  Wu,  managing  director  of 
Hopewell  Holdings  Ltd.,  will  finish  build- 
ing a  privately  financed,  $1.2  billion,  six- 
lane  toll  road,  bringing  high-speed  travel 
to  southern  China  for  the  first  time. 
New  World  Development  Co.,  a  Hong 
Konp*  nronprtv  dpvplonpr    is  invpstinf 
$86  million  in  a  highway  in  Wuhan,  link- 
ing the  city's  new  international  airport 
to  the  downtown  area. 

Peasants  and  workers  are  sure  to  pay 
a  big  price  for  this  prosperity  drive.  The 
Yangtze  River  dam,  for  example,  will 
uproot  more  than  a  million  people,  flood 
one  of  China's  most  scenic  areas,  and 
cause  other  damage  to  the  environment. 
Elsewhere,  peasants  are  squeezed  by 
the  rising  costs  of  fuel,  fertilizer,  and 
other  raw  materials  as  well  as  by  arbi- 
trary taxes  levied  by  local  authorities. 

Millions  of  farmers  are  leaving  rural  ar 
eas  and  flowing  into  the  big  cities  ir. 
search  of  jobs.  With  their  sun-bakec 
skin,  calloused  hands,  and  modesi 
clothes,  these  matig  Hit,  or  blind  mi 
grants,  are  easy  to  spot  among  the  more 
sonhistiratpd  rpsidpnts  of  China's  pitip's 
Mang  Uu   have  been  crowding  intt 
'Guangzhou's  main  railway  station  foi 
years,  and  now  they  are  turning  up  ir 

LOOK,  UP  IN  THE  SKY— A  SWARM  OF  CHINESE  AIRLINES 


Among  China's  carriers,  Shang- 
hai Airlines  stands  out.  Run  by 
scrappy  entrepreneurs  who 
first  set  up  shop  in  a  broken-down  bus 
and  later  in  an  old  chicken  coop, 
Shanghai  now  boasts  three  Boeing 
757s  with  leather  seats,  video  screens, 
smiling  flight  attendants,  and  last 
year,  $58  million  in  revenues.  "If  our 
people  never  smile,  we  fire  them,"  says 
Sun  Zhongli,  a  Shanghai  vice-president. 
In  a  country  where  computerized  tick- 
eting is  nonexistent, 
only  this  city-backed 
airline  allows  reserva- 
tions by  phone — and 
delivers  the  tickets. 

As  passenger  traf- 
fic grows  by  2595  a 
year,  China  needs 
more  airline  capacity 
badly.  At  last  count, 
there  were  35  carri- 
ers, with  nine  more 
pending  approval.  The 
top  companies  are 
rushing  to  order  air- 
craft and  overhaul  an- 
tiquated ground  facili- 
ties. By  the  year  2000, 
some  500  new  or  new- 
ly renovated  airports 
will  be  operating.  IBS 
"The  scramble  is  on,"  I  ^^^^^^^W 
says  Robert  Christensen,  a  consultant 
with  Fleishman-Hillard  Scotchbrook 
Asia. 

big  orders.  The  charged  climate 
means  big  business  for  China's  large 
carriers  and  their  Western  suppliers. 
Take  China  Southern  Airlines,  one  of 
seven  national  lines  once  controlled  by 
the  Civil  Aviation  Administration  of 
China  (CAAC).  Now,  CAAC  operates  like 
a  regulatory  agency,  and  ib>  carriers 
act  as  independents.  China  Southern 
handled  more  than  8  million  passen- 
gers in  1992.  It  recently  ordered  six 
Boeing  777s,  in  addition  to  the  14  737s 
and  four  757s  arriving  this  year. 
Boeing  expects  plenty  more  big  orders: 
It  figures  China  will  buy  $40  billion  in 


commercial  jets  from  the  U.  S.  and 
Western  Europe  over  the  next  20 
years.  That  means  China  will  rank  sec- 
ond only  to  Japan,  the  world's  largest 
export  market  for  Boeing,  Airbus,  and 
McDonnell  Douglas. 

Just  as  the  different  Chinese  airlines 
prefer  different  airframe  suppliers,  so 
too  are  they  beginning  to  compete  with 
each  other.  China  Eastern  Airlines,  the 
relatively  well-run  CAAC  carrier  in 
Shanghai,  is  already  looking  over  its 


shoulder  at  home- 
town rival  Shang- 
hai Airlines,  which 
is  earning  a  repu- 
tation as  the  best 
in  the  industrv. 


★ 

Shanghai 
airlines  first  set 
up  shop  in  a 
broken-down 
bus— then  moved 
to  a  chicken  coop 


China  Southern's 
Zhu  took  a  Shang- 
hai Airlines  flight 
and  concedes: 
"Shanghai  Air- 
lines has  better  service."  Singapore 
Airlines  Ltd.  is  already  training  Shang- 
hai's flight  attendants,  and  United  Air 
Lines  Inc.  has  agreed  to  train  technical 
staff  in  Chicago,  industry  sources  say. 

But  Shanghai  Airlines'  professional- 
ism is  not  universal.  Some  caac  carri- 


ers are  still  run  by  old-time  party  cad- 
res. Although  many  city  officials 
launch  airlines  to  profit  from  lucrative 
landing  fees,  they  have  scant  aviation 
experience.  Sichuan  Airlines,  for  exam- 
ple, leased  some  Russian  Tu-154  air- 
craft  last  year  ami  lias  since  been  fly- 
ing near  100%  capacity.  Even  rural 
villages  are  rolling  out  their  tarmacs. 
Dongmotang — known  for  its  chicken 
farms — is  the  first  hamlet  to  set  up  an 
air  fleet  with  three  leased  Boeing  737s. 

The  explosion  in 
growth  is  prompting 
serious  concerns 
about  airline  safety. 
"A  child  who  is  not 
ready  to  walk  is  at- 
tempting to  run," 
says  Lu  Ruiling,  direc- 
tor of  CAAC's  Interna- 
tional Affairs  Dept. 
Recently,  CAAC  raised 
the  hurdle  for  a  star- 
tup, which  must  now 
have  at  least  three 
aircraft,  $14  million  in 
capital,  and  proper 
ground  facilities. 

But  does  CAAC  have 
the  staff  to  enforce 
these  rules  and  other 
safety  guidelines? 
Not  yet,  anyway.  For 
now,  inexperienced  pilots  are  often  fly- 
ing overtime,  and  many  crews  know 
nothing  about  safety.  In  April,  two 
people  were  killed  and  more  than  150 
hurt  when  a  China  Eastern  flight  to 
Los  Angeles  hit  turbulence.  In  a  four- 
month  period  last  year,  five  accidents 
claimed  nearly  300  lives. 

So  the  birth  of  the  Chinese  airline 
industry  will  be  explosive  and  a  bit 
chaotic.  But  no  one  can  doubt  that  the 
industry  will  be  huge.  And  getting  a 
piece  of  China's  turbulent  air  space 
will  be  crucial  in  determining  who  pre- 
vails among  the  world's  top  manufac- 
turers as  well. 

By  Joyce  Barnathan  in  Shanghai,  with 
Dori  Jones  Yang  in  Seattle 
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I'D  LIKE  TO 
PUT  YOU  5,000  MILES 
CLOSER  TO  YOUR  NEXT 

FREE  TICKET.  AND 
WITH  NEW  MARRIOTT 


MILES"  I  CAN. 


I*) 


Stay  with  us  and  watch  the  miles  build  up  on  American  Airlines'' , 
British  Airways,  Continental,  Northwest,  TWA  and  USAir.  Add  5,000  miles 
for  every  5  stays— whether  you  fly  or  not.  To  join,  call  1-800-FOR-MILES. 

Harriott 

HOTELS  RESORTS  ■  SUITES 


WE  MAKE  IT  HAPPEN  FOR  TOUT 


You  must  lie  a  member  ol  a  frequent  liver  program  to  pla\ .  Karn  50(1  frequent  flyer  miles  for  every  stay.  Plus.  2.500  miles  alter  ever)  fifth  stay,  for  a  total  of  5,000  mile 
for  every  5  stays.  With  T\\  \  I  international  hotels  only  I  &  ( Continental  earn  up  to  10.00(1  miles  for  ever)  5  stays.  Marriott  Honored  (,uest  Wards  points  will  not  be 
awarded  for  Marriott  Miles  stays.  Marriott's  Courtyard.  Residence  Inn.  and  Fairfield  Inn  hotels  do  not  participate  in  Marriott  Miles.  To  earn  frequent  flyer  miles  in 
Marriott  Miles,  check-in  must  occur  between  May  1,  1993  and  June  30,  1994.  1  1993  MarriottCorp. 


FORT  IS  IS  HERE  TO  PROTECT 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  ofFortis —  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 
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VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
1   Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 
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SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 


Shanghai,  Beijing,  and  other  big  cities. 
Government  officials  estimate  that  there 
are  80  million  of  them  nationwide,  and 
Beijing  sees  them  as  a  source  of  crime 
and  instability. 

security  net.  The  restructuring  of  Chi- 
na's corporations  could  make  the  unem- 
ployment problem  worse,  at  least  in  the 
short  run.  Steelmaker  Shougang,  for  ex- 
ample, has  220,000  employees — some  of 
whom  spend  their  days  idly  chatting  in 
front  of  untended  computer  terminals  in 
a  control  room  littered  with  discarded 
food  wrappings  and  cigarette  butts. 
With  its  "iron  rice  bowl,"  or  cradle-to- 
grave  security  net,  still  firmly  in  place, 
Shougang  has  laid  off  very  few  of  its 
nonproductive  workers. 

Even  so,  the  government  promotes 
Shougang  as  one  of  the  better-run  steel- 
makers. As  Beijing  cuts  off  subsidies 
and  forces  its  state  enterprises  to  face 
competition,  Wuhan  Iron  &  Steel  Com- 
plex is  now  talking  about  cutting  two- 
thirds  of  its  120,000  work  force.  "In  the 
'90s,  labor  mobility  and  unemployment 
will  be  China's  biggest  problem,"  says 
Dai  Yuanchen,  a  senior  fellow  at  the 
Institute  of  Economics  in  Beijing. 

The  new  China  Inc.  also  faces  some 
big  management  challenges.  The  coun- 
try has  only  13,000  accountants — and 
they  all  need  to  be  retrained.  They  face 
a  monumental  task.  Before  Brilliance 
China  Automotive  Holdings  Ltd.  could 
become  China's  first  listing  on  the  New 


* 

Despite  the 

nation's  growth, 
chinese  per 
capita  income 
will  remain 

MISERLY 


York  Stock  Ex- 
change last  Octo- 
ber, Arthur  Ander- 
sen &  Co.  account- 
ants spent  an 
estimated  10,000 
hours  over  two 
years  getting  the 
Shenyang  based 
company's  books  in 
order.  Foreign  in- 
vestors say  that  much  of  China's  new 
corporate  stratum  needs  similar 
straightening  out  before  it  can  tap  glob- 
al financial  markets. 

The  emerging  Chinese  corporations 
also  could  fall  short  because  many  CEOs 
refuse  to  delegate  authority.  They  make 
nearly  all  the  decisions — down  to  signing 
every  check.  "The  top  man  is  clearly  in 
charge,"  says  a  senior  executive  of  a 
Chinese  multinational.  "Everyone  else  is 
an  executor."  Given  these  drawbacks, 
China  simply  may  not  be  able  to  take  on 
Japan  or  Korea  in  technological  indus- 
tries such  as  autos,  advanced  chemicals, 
and  microelectronics.  "It's  hard  to  see 
how  China  will  ever  produce  a  Sony  or  a 
Toyota,"  says  S.  Gordon  Redding,  a 
management  professor  at  the  University 
of  Hong  Kong. 

Even  though  Beijing's  role  has  been 
reduced,  it  maintains  some  crucial  levers 
of  influence  and  is  trying  to  respond  to 
these  different  economic  challenges. 
Through  administrative  fiat,  the  central 


authorities  are  trying  to  get  the  prov-  j 
inces  to  cut  back  on  construction  pro- 
jects. They  blame  this  construction  fe- 
ver, at  least  in  part,  for  the  30%  increase 
in  money  supply  and  resulting  inflation. 
And  since  there  is  no  independent  cen- 
tral bank  to  fine-tune  the  economy, 
crude  clampdowns  on  credit  remain  the 
most  effective  way  to  rein  in  the  growth 
of  borrowing.  Even  so,  the  vast  amount 
of  private  savings  and  willing  offshore 
investors  could  undercut  any  stringent 
no-loan  decree. 

'red  CHIPS.'  The  central  government  is 
also  moving  quickly  to  introduce  new 
regulations  that  will  help  whip  China's 
corporations  into  shape.  In  July,  it  will 
put  in  place  new  accounting  procedures 
that  require  enterprises  to  use  income 
statements,  balance  sheets,  and  cash- 
flow statements.  It  has  also  recently 
flung  open  its  doors  to  foreign  account- 
ing firms,  including  the  Big  Six.  They 
are  doing  a  thriving  business  getting 
China's  future  "red  chips"  in  shape  to  be 
listed  on  the  stock  market.  To  address 
the  absence  of  legal  protections,  the  gov- 
ernment has  licensed  16  foreign  law 
firms  to  act  as  consulting  companies. 

But  the  biggest  challenges  could 
prove  to  be  political,  not  economic.  Many 
Western  experts  are  convinced  that  rap- 
id economic  growth  will  fuel  greater  de- 
mands for  political  liberalization.  "Pres- 
sure for  change  in  the  direction  of 
democracy  is  strong,"  says  Andrew  Na- 
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"When  I  arrived  at  Dannon, 
business  was  really  taking  off. 
But  with  up  to  6,000  shipments 
a  week,  we  were  having  trouble 
controlling  our  transportation 
costs.. .because  so  much  was 
being  done  manually." 

"So  we  went  looking  for 
an  automated  transportation 
system  that  would  allow  us 
to  deliver  the  same  level  of 
dependable,  consistent  service, 
but  at  a  better  price." 

"What  we  found  at 
Pitney  Bowes  was  not  only 
Shiptrac'r*  software,  but 
people  who  were  willing  to 
work  with  us  to  develop  a 
logistics  application  that  would 
help  us  manage  our  business." 

"Today,  Pitney  Bowes  is 
as  much  a  part  of  the  Dannon 
transportation  team  as  the 
people  here  at  Dannon.  We 
have  a  sense  of  continuity 
that  comes  from  a  successful 
long-term  relationship." 

"Most  important,  our 
Pitney  Bowes  ShiptracY* 
distribution  system  saves  us 
millions  of  dollars  every  year. 
The  return  on  investment  has 
been  incredible." 

At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that 's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  erf  our 
people.  And  it's  reflected  in 
the  quality  and  reliability  of 
our  products.  What 's  more,  we 
back  it  up  with  our  Customer 
Satisfaction  Guarantee™ 
For  more  information,  call 
1-800-MR  BOWES  ext.  3817. 
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I  can  candidly  tell  you  that 
Pitney  Bowes  transportation 
software  has  saved 


Dannon  millions 
of  dollars." 


Joan  A.  Lenane 
Director  of  Distribution 
The  Dannon  Company,  Inc. 
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^Wust  when  you  were  beginning  to  understand  the  old  definition  of  networking,  there's  a  new  one. 
In  a  world  where  lots  of  vendors  have  figured  out  how  to  network  their  own  products,  only  Novell 
has  spent  the  last  ten  years  uniting  products  from  different  vendors  into  one  seamless  information 


|stem...from  desktops  to  data  centers.  The  difference?  With  NetWare,  networking  means  choosing 
i,  hardware  and  applications  you  want.  Period.  Chalk  it  up  to  yet  another  change  tor  the  better. 
1  N  OV  E  L  L      The  Past,  Present,  and  Future  of  Network  Computing.   ►  1-800-554-4446 


BREITLING 

1884 


Instruments  for  Professionals 


NAVITIMER92 
New  and  smaller  version  of  the  timepiece 

worn  by  fivers  worldwide  since  1952 
Rotating  be/el  with  circular  slide  rule  and 

variable  tachymeter.  Great  legibility- 
Its  selfwinding  mechanical  chronograph 

nun  ement  is  one  oi  the  smallest 
in  the  world  Water-resistant  to  M)  meters 
With  leather  strap  or  Pilot  metal  bracelet. 


AUTHORIZED  BREITLING  AGENT: 

Two  locations  in  Fresno's  Fashion  Fair 

EDmonos 

Near  Weinstock's  Near  Macy's 

(209)  244-6900 

Fresno,  California 


than,  director  of  Columbia  Universal 
East  Asian  Institute  and  a  specialise 
Chinese  politics. 

Acutely  sensitive  to  this  prospect,  lei 
Chinese  government  is  hoping  to  sevpJ 
ly  limit  the  spread  of  democracy  in  Hag; 
Kong,  lest  it  move  onto  the  mainhd 
after  1997.  It  is  determined  to  cling  mi 
one-party  state  similar  to  Singapore  \\ 
der  strongman  Lee  Kuan  Yew  m 
South  Korea  in  the  1970s  under  dict» 
Park  Chung-Hee. 

Deng's  strategy  is  clever:  By  givfc 
party  officials  a  vested  interest  in  kS 
ing  growth  going,  he  is  helping  to  tt- 
sure  stability  as  China  overhauls  its  «•! 
nomic  system.  With  communist  ideol« 
now  discredited,  China's  leaders  needM 
keep  the  economic  engine  revving  Bt 
maintain  their  political  legitimacy,  is 
long  as  the  economy  continues  to  thmt 
and  the  Chinese  people  see  their  stfi-1: 
dard  of  living  improve,  the  leaders  w 
be  able  to  maintain  their  control. 
street  warfare?  Always  looming  in  pe 
background  is  the  question  of  who  w 
replace  an  increasingly  frail,  88-year-t 
Deng.  China-watchers  have  long  exp*-. 
ed  a  fierce  power  struggle  once  he  dm 
While  few  in  the  current  leadership  ■ 
vocate  a  return  to  state  planning,  strdft- 
disagreements  remain  over  the  pacep 
economic  and  political  reform.  The  wi; 
ry  is  that  Deng's  death  could  pronl' 
one  side  to  take  its  case  to  the  people*? 
that  happens,  the  combination  of  una- 
ployment,  inflation,  and  rising  expect 
tions  could  again  spark  street  protest 

All  this  means  that  China's  emerge* 
as  an  economic  powerhouse  will  surl 
not  follow  the  steady,  increment 
growth  that  Japan  experienced.  But  # 
spite  the  tumult  ahead,  China  h» 
reached  the  point  of  no  return.  The  pii 
suit  of  wealth  has  become  a  wildfire  tit 
is  sweeping  through  a  people  once  cm 
sumed  by  class  struggle.  Even  if  Den* 
death  were  to  prove  disruptive,  there! 
little  chance  that  the  Chinese  would  I 
cept  any  effort  to  roll  back  the  clock  § 
economic  stagnation.  In  a  very  r« 
sense,  the  octogenarian  may  have  s» 
ceeded  in  creating  a  class  of  communis 
cum-capitalists  who  have  a  huge  stake! 
preserving  their  gains. 

The  odds  are  that  no  matter  who  pf 
vails  in  Beijing,  a  quarter  of  humankil 
is  going  to  continue  moving  ahead  wl 
economic  changes  that  are  helping  I 
create  a  21st  century  colossus.  Ti 
shock  waves,  for  better  and  worse,  wl 
be  felt  around  the  world. 

By  Joyce  Barnathan  in  Beijing  and  Ft 
Engardio  in  Guangzhou,  with  LynY 
Curry  in  Shenyang  and  Bruce  Einhorntt 
New  York 


For  informotion  on  reprints  of  this  Special  Report,  I 
Business  Week  Reprints  at  609  426-5494,  or  w» 
Business  Week  Reprints,  P.O.  Box  457,  Hightstown,  hi 
08520. 


68  BUSINESS  WEEK/MAY  17,  1993 


SPECIAL  REl 


El 


Commentary/by  Amy  Borrus 


THE  BEST  WAY  TO  CHANGE  CHINA  IS  FROM  THE  INSIDE 


t's  not  easy  for  a  nation  of  more 
than  a  billion  people  to  fade  from 
Washington's  radar  screen.  Seen 
<stly  as  a  counterweight  to  Moscow 
20  years,  China  seemed  a  giant  ir- 
evancy  after  the  demise  of  the  Sovi- 
Union.  Now,  China's  economic  boom 
1  make  it  a  power  in  its  own  right, 
at  means  Americans  must  cast  aside 
;ir  old  cold  war  notions  and  learn  to 
inage  a  much  more  complicated — 
d  important — relationship. 
That  implies  Americans  have  to 
'k  at  relations  with  China  as 
»re  than  a  test  of  human  rights 
me.  Working  for  enhanced  indi- 
lual  freedom  in  China  is  a  basic 
al  that  will  be  best  served  by 
3ader  political  and  economic  en- 
gement  with  China.  Attacking 
lina's  trading  status,  a  decision 
at  President  Clinton  faces  by 
ne  3,  is  not  the  way.  There's  a 
;  more  at  stake.  With  billions  of 
liars  worth  of  telecommunica- 
>ns,  power,  and  transport  pro- 
mts in  the  works,  China  is  be- 
ming  a  critical  market  for  such 
.  S.  companies  as  Motorola, 
)eing,  and  American  Telephone 
Telegraph.  Unlike  Japan,  China 
B  likely  to  pose  a  competitive 
reat  to  U.S.  technology  for  a 
icade  or  two.  Instead,  China  will 
;  more  driven  to  team  up  with 
reign  companies.  So  long  as 
3ijing  doesn't  view  these  part- 
irships  as  a  one-way  street,  the 
liances  will  help  American  com- 
mies to  lower  costs  and  to  be- 
ime  more  formidable  global 
'mpetitors. 

Political  benefits  may  also  flow  from 
sser  economic  ties.  A  robust  Ameri- 
.n  corporate  presence  in  China  shores 
)  U.  S.  political  influence  in  Asia  just 
!  many  Asians  worry  that  scaling 
ick  U.  S.  military  forces  in  the  region 
ill  lead  to  a  political  abandonment. 
verage.  Establishing  new  terms  for 
lations  with  China  serves  U.  S.  inter- 
its,  but  it  also  puts  Americans  and 
eir  ideals  on  the  ground,  encouraging 
)litical  change.  Thanks  to  economic 
form,  China  is  more  outward-looking 
ian  ever  before.  Beijing's  hunger  for 
vestment  has  made  it  possible  for 
ragn  companies,  once  restricted  to 
lastal  cities,  to  enter  the  interior.  And 
hina  is  eager  to  join  the  General 


Agreement  on  Tariffs  &  Trade,  which 
will  force  it  to  meet  global  trade  rules. 
Through  trade,  China  is  encountering 
Western  ideas  from  entrepreneurialism 
to  religious  tolerance. 

It's  time  for  President  Clinton  to 
capitalize  on  those  favorable  trends  to 
break  the  stalemate  in  relations  that 
followed  China's  brutal  repression  of 
demonstrators  in  Tiananmen  Square  in 
1989.  George  Bush's  timid  response 


prompted  an  out- 
raged Congress  to 
mount  annual,  ul- 
timately unsuc- 
cessful, attacks  on 
China's  most-fa- 
vored-nation (MFN) 
trading  status. 
These  showdowns 
inside  the  Beltway 
had  little  impact 
where  it  counted — in  China. 

Simply  put,  MFN  is  becoming  a  trade 
tool  of  the  past.  Clobbering  Beijing  for 
human  rights  and  other  abuses  with 
heavy-handed  conditions  on  renewal  of 
its  trade  status  would  be  a  mistake.  In 
reality,  the  threat  of  withdrawing  MFN 
has  always  been  little  more  than  a 


★ 

Police  on 
parade: closer 

US.  TIES 
COULD  LEAD  TO 
POLITICAL 
REFORMS 


bluff:  China  needs  the  U.  S.,  but  to  be 
an  influential  player  in  Asia,  the  U.  S. 
needs  a  major  role  in  China,  too. 

That  doesn't  mean  Washington  can 
in  any  way  ignore  China's  dismal  hu- 
man-rights record.  Certainly  Clinton, 
who  vowed  to  make  support  for  democ- 
racy a  pillar  of  foreign  policy, 
shouldn't  look  the  other  way.  Despite 
Beijing's  openness  to  the  West,  thou- 
sands languish  in  China's  gulag,  and 
efforts  to  eradicate  Tibet's  cul- 
ture grind  on.  Stepped-up  public 
and  private  diplomatic  pressure 
might  wring  more  concessions 
from  China.  China's  leaders  will 
howl,  but  their  occasional  release 
of  political  prisoners  shows  they 
will  make  concessions  when  their 
interests  are  at  stake. 
trade-offs.  That's  why  engage- 
ment makes  more  sense  than  iso- 
lation. It  allows  the  U.  S.  to  make 
hardheaded  trade-offs  that  have 
impact.  One  such  tactic  would  be 
to  swap  resumption  of  U.  S.  mili- 
tary contacts  with  China  for  re- 
lease of  more  political  prisoners. 
China,  which  is  pouring  a  fortune 
into  advanced  weaponry,  craves 
the  legitimacy  that  would  confer. 
For  the  U.  S.,  closer  contacts 
could  give  the  Pentagon  a  clearer 
sense  of  China's  military  inten- 
tions and  nuclear  arsenal.  "It's 
easier  to  influence  a  friend  than 
to  influence  an  enemy,"  argues 
Boeing  Co.  President  Philip  M. 
Condit. 

Not  all  the  challenges  are  politi- 
cal. Beijing's  mercantilist  trade 
policies  make  its  markets  tough  for 
some  exporters  to  crack.  China's  trade 
surplus  of  $18  billion  with  the  U.  S.  is 
bound  to  soar.  And  China's  furious 
growth  is  spawning  pollution  problems 
that  could  set  off  alarms  among  Ad- 
ministration environmentalists. 

Old  China  hand  George  Bush  never 
figured  out  just  where  the  Washing- 
ton-Beijing relationship  fit  in  the  post- 
Soviet  world.  Clinton  didn't  serve  in 
China,  but  his  penchant  for  viewing 
international  relations  in  economic 
terms  laced  with  a  dose  of  morality 
may  now  be  the  right  touch  for  dealing 
with  the  emerging  Chinese  colossus. 

Borrus  reports  on  China  policy  from 
Washington. 
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RETAILING  I 


RETAYLORED 


The  retailer's  new  look  has  lifted  sales.  Next:  In-house  designs 


Sitting  in  her  fourth-floor  office  in 
midtown  Manhattan,  Sally  Frame 
Kasaks,  Ann  Taylor  Stores  Corp.'s 
chief  executive,  browses  through  her 
mail.  She  sets  aside  a  stack  that  makes 
her  smile.  "You  see  these?"  she  beams, 
waving  the  pages  in  the  air.  "These  are 
thank-you  letters  for  bringing  Ann  Tay- 
lor back." 

Under  the  make-over  plan  launched 
when  she  took  over  a  year  ago,  Kasaks 
has  repositioned  Ann  Taylor's  merchan- 
dise, departing  from  the  traditional  ca- 
reer-woman look  it  embraced  in  the 
1980s.  The  stores  now  feature  a  broader 
assortment  of  elegant, 
updated  working  and 
weekend  wear.  Kasaks' 
strategy  has  shown  re- 
sults: After  posting  a 
net  loss  of  $15.8  million 
in  1991,  largely  because 
of  early  debt  retirement, 
the  company  moved  into 
the  black  last  year,  post- 
ing earnings  of  $5.9  mil- 
lion on  sales  of  $468.4 
million.  Burnham  Secur- 
ities Inc.  analyst  Janet 
Mangano  expects  to  see 
earnings  of  $18  million 
on  sales  of  $533  million 
for  fiscal  1993. 

But  while  Kasaks  is 
winning  kudos  for  her 
efforts  to  get  Ann  Taylor 
on  the  right  track,  there 
is  still  some  uncertainty 
about  the  company's  new 
style.  Profit  margins  re- 
main slim,  and  Wall 
Street's  skepticism  that 
the  turnaround  is  perma- 
nent shows  in  the  stock 
price,  which  has  hovered 
between  19  and  23  since 
Kasaks  took  over 
(charts).  And  Kasaks' 
mail  also  includes  terse 
notes  from  disgruntled 
shoppers  complaining 
about  buttons  that  pop 
off,  sales  help  that 
doesn't  measure  up,  and 
fabric   not    worth  the 
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price  tag.  Says  retail  consultant  Kurt 
Barnard:  "Ann  Taylor's  image  has  been 
so  badly  tarnished  that  it  may  take 
quite  a  while  for  it  to  turn  around 
completely." 

QUALITY  CONTROL.  The  next  step  in 
Kasaks'  make-over  is  meant  to  address 
all  these  problems.  To  reduce  depen- 
dence on  its  outside  suppliers,  Ann  Tay- 
lor has  entered  into  a  joint  manufactur- 
ing venture  with  key  supplier  Cygne 
Designs  for  in-house  product  design  and 
development.  The  do-it-yourself  approach 
will  help  rein  in  costs  and  shore  up  prof- 
its. It  will  also  put  quality  control  under 
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Kasaks'  watchful  eye.  Ultimately, 
thinks  in-house  design  will  help  ti 
Ann  Taylor  into  a  national  brand. 

Getting  there  from  here  won't  b 
stroll  down  the  runway.  Kasaks  inhe 
ed  a  mess  when  majority  investor  M 
rill  Lynch  Capital  Partners  Inc.  p 
suaded  her  to  leave  her  position  as  C 
of  The  Limited  Inc.'s  Abercrombie 
Fitch  to  replace  Ann  Taylor's  Chairn 
and  CEO  Joseph  E.  Brooks.  The  comp; 
had  been  unraveling,  its  cluttered  stoi 
stocked  with  shoddy  merchandise  tl 
mixed  too  many  colors  and  styles.  T 
past  10  years  had  seen  the  departi 
of  five  owners  and  five  CEOs. 

Kasaks  also  inherited  a  sharehok 
suit  filed  against  the  company,  Mer 
Lynch  Capital  Partners,  Brooks,  and 
son,  for  allegedly  misrepresenting  fai 
in  the  Ann  Taylor  prospectus.  The  cc 
pany  took  a  hit  in  fourth-quarter  19' 
when  it  agreed  to  pay  $2.8  million 
settlement  of  the  suit— in  which  all  p 
ties  settled  and  denied  any  wrongdoi 
For  Kasaks,  48,  taking  center  stage 
Ann  Taylor  is  a  repeat  performan 
She  spent  six  years  w 
the  company  in  the  e 
ly  1980s,  the  last  two 
CEO.  In  1985,  Kasaks  1 
to  head  Talbots  Inc., 
other  women's  specia 
i-etailer,  and  in  1989  s 
joined  Abercrombie.  S 
boosted  sales  for  b 
i-etailers.  When  the 
portunity  to  run  A 
Taylor  again  came 
Kasaks  admits  her  fir 
thought  was:  "Do  I  wa 
to  do  this?"  But  final 
she  says,  she  couldn't  i 
sist  the  challenge. 
wool  and  silk.  Merr 
Lynch  stands  firmly  b 
hind  its  investment  ai 
its  choice  of  Kasak 
MLCP,  which  owns  54 
of  Ann  Taylor,  bought 
for  $430  million  in  a  19; 
leveraged  buyout  befo 
taking  it  public  at  $26 
share    in    May,  19S 
"Clearly,  Sally  has  p 
her  imprint  on  the  bus 
ness,"  says  MLCP  partn 
Gerald  S.  Armstron, 
"and  we  think  her  atte 
tion  to  the  basics  w 
bring  the  stock  back." 

The  basics  have  i 
eluded  an  overhaul 
the  Ann  Taylor  look, 
the  1980s,  the  compar 
was  known  for  its  ta: 
ored  business  suits  ar 


KASAKS  HAS 
MADE  A  GOOD 
START,  BUT  HER 
WORK  IS  FAR  FROM 
COMPLETE 


...AND  THE  STOCK 
HAS  DROPPED  OFF 
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There's  up- 
gradable code,  so 
you  can  add  new  capa- 
bilities. A  compact 
footprint,  to  save  space 
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processors.  And  an 
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with  multiple  operating 
systems  simultaneously. 
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ing, for  superb  print  quality.  Lexmark's 
marathon  performance  print  cartridge  saves 
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competition's  cost  per  page. 
And  these  LaserPrinters 
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smoothly  into  your 
LAN,  and  your 
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Two-sided  priming  is  an 
available  option  on  every 
model,  to  save  paper, 
filing  spac  e.  and  to  help 
rave  the  environment. 


The  new  IBM  LaserPrinters  come  from 
Lexmark,  the  independent,  worldwide 
company  formed  from  a  division  of  IBM. 
And  dedicated  to  a  simple  design  philosophy: 
listen  to  what  customers 
want.  Bring  it  to  market 
fast.  And  back  it 
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pants.  As  workplaces  grew  less  formal 
and  women  wanted  more  choice,  Ann 
Taylor  needed  to  evolve.  Now,  a  third  of 
the  merchandise  consists  of  casual  tops 
and  dresses,  separates,  linen  shirts,  and 
accessories.  As  much  as  20%  of  store 
volume  in  fall  1992  came  from  two  key 
items:  Ann  Taylor  denim  jeans,  costing 
only  $30,  and  two-pocket  silk  blouses 
priced  at  $78.  Lisa  Marotta,  27,  a  dental 
hygienist  from  Westchester,  N.Y.,  says 
she  no  longer  has  to  fall  into  The  Gap  or 
trek  to  Banana  Republic  to  shop  for  cas- 
ual clothes.  She  calls  Ann  Taylor  "a  one- 
stop  place  where  I  can  buy  an  outfit  for 
a  wedding  or  something  for  a  picnic." 

In  addition  to  improving  merchandis- 
ing, Kasaks  has  slashed  prices  10%  to 
20%  in  the  past  year.  For  instance,  a 
wool-and-cashmere  jacket  that  in  1991 
sold  for  $198  now  fetches  $178.  Linen 
jackets  are  down  to  $148,  from  $178  a 
year  ago.  That  strategy  has  boosted  vol- 
ume: Despite  the  price  cuts,  Burnham 
Securities  expects  net  sales  for  the  first 
quarter,  ended  May  1,  to  be  $120.5  mil- 
lion, up  5%  from  first-quarter  1992. 

To  conserve  capital,  Kasaks  has  put  a 
lid  on  store  expansion.  While  Brooks 
had  called  for  Ann  Taylor  to  grow  from 
177  stores  in  April,  1991,  to  250  by  1993, 
Kasaks  plans  to  add  just  nine  stores  in 
existing  markets  by  yearend  and  to 
make  profitable  ones  larger.  The  chain 
now  has  219  stores  in  38  states. 
SHOE  SALES.  Finally.  Kasaks  has  put  her 
own  people  into  key  management  posi- 
tions. Most  recently,  when  President  Jo- 
seph J.  Schumm  resigned  abruptly  three 
weeks  ago,  Kasaks  named  Joseph  Gro- 
mek,  with  whom  she  had  worked  at  The 
Limited,  senior  vice-president  and  gener- 
al merchandise  manager. 

Perhaps  most  important,  Ann  Taylor 
employees  take  seriously  the  challenge 
of  winning  back  those  disillusioned  cus- 
tomers. This  spring,  while  on  vacation  at 
a  golf  resort  in  North  Miami,  saleswom- 
an Sharon  Barbaris  struck  up  a  pool- 
side  conversation  with  another  guest 
who  admired  her  Ann  Taylor  shoes.  The 
guest  said  she  had  seen  the  shoes  in 
Ann  Taylor  stores  but  never  got  around 
to  buying  them.  Barbaris  extolled  their 
comfort  and  fit— and  offered  to  order  a 
pair  in  her  new  friend's  size  right  from 
the  hotel  lobby.  The  customer  bought 
all  three  available  colors,  and  the  fol- 
lowing day  ordered  another  pair  for  her 
daughter. 

Many  industry-watchers  believe  the 
company  is  moving  in  the  right  direc- 
tion. But  others  want  to  be  sure  Kasaks' 
changes  will  stick.  Says  Salomon  Broth- 
ers Inc.  retail  analyst  Brian  Gingrich: 
"I'm  waiting  for  the  company  to  mature 
and  grow."  For  a  sign  of  how  things  are 
going,  keep  an  eye  on  Kasaks'  mail. 

By  Sunita  Wadekur  B/iurguva  in  New 
York 


CEO  McDONNELL: 
.  "STILL  AFLOAT" 


McDonnell  bounces 
through  the  flak 


Earnings  are  up,  and  the  stock  has  nearly  doubled,  but . 


F 


or  a  man  who  spends  much  of  his 
time  lately  reading  obituaries  about 
McDonnell  Douglas  Corp.,  John  F. 
McDonnell  seems  surprisingly  sanguine. 
"Rumors  of  our  demise  have  proved  to 
be  greatly  exaggerated,"  says  McDon- 
nell, the  company's  55-year-old  chief  ex- 
ecutive and  son  of  its  scrappy  founder. 
"We're  obviously  still  afloat." 

McDonnell's  calm  demeanor  is  under- 
standable. His  company's  operating  prof- 
its more  than  doubled  in  the  first  quar- 
ter, to  a  record  $222  million.  For  the 
year,  analyst  George  J.  Podrasky  of  Duff 
&  Phelps  Inc.  says  profits  before  special 
charges  could  triple  to  $352  million, 
thanks  largely  to  improved  cash  flow 
from  McDonnell's  C-17  military  trans- 
port and  other  military  programs. 
Buoyed  by  such  numbers  and  a  growing 


conviction  that  last  year's  bashing 
the  stock  may  have  been  excessive,  1 1 
Donnell's  shares  have  recovered 
around  63.  That's  far  better  th 
September's  34 '4. 

While  McDonnell's  stock  may  ha 
been  undervalued,  plenty  of  long-te 
problems  still  loom.  Thanks  to  the  glol 
airline  recession,  orders  for  McDonne 
commercial  jets  have  nose-dived.  Dev 
opment  of  its  new  superjumbo  jet,  t 
MD-12,  is  on  hold  until  the  compa 
finds  foreign  partners  to  help  foot  t 
bill.  And  it's  uncertain  whether  the  tn 
bled  C-17  will  ever  reach  full  producti 

Together,  these  crises  spell  one  hu 
headache  for  the  St.  Louis-based  defer 
contractor.  Revenues  are  dropping 
down  11%  in  the  first  quarter  to  $3.6  1 
lion.  Analyst  Podrasky  forecasts  a  1( 
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THE  CORPORA 


;o  $15.6  billion  for  the  year.  Even 
e:  McDonnell's  cash  reserves,  need- 

1  part  as  a  cushion  against  unex- 
jd  financial  hits,  stand  at  a  meager 
million,  a  fraction  of  the  reserves 
by  competitors.  Boeing  Co.,  for  one, 
f>3.6  billion  in  reserves. 

ven  its  status  as  the  No.  1  U.  S.  de- 

2  contractor,  McDonnell's  finances 
come  under  unusual  public  scrutiny. 

■stimony  before  a  House  subcommit- 
on  Apr.  22,  a  Pentagon  auditor 
led  of  the  company's  "unfavorable"  fi- 
ial  condition.  A  week  later,  Defense 
etary  Les  Aspin  fired  Major  Gener- 
ichael  J.  Butchko  Jr.,  the  Air  Force's 
2- 17  program  officer,  and  disciplined 
r  officials  after  Pentagon  investiga- 
disclosed  that  the  Air  Force  improp- 

sped  payments  of  $349  million  to 
'onnell  in  late  1990.  "In  other  words, 
oailed  them  out,"  says  Representa- 
John  Conyers  Jr.  (D-Mich.). 
U.T1ES.  The  bad  news  is  disappointing 

time  when  McDonnell  has  made 
Iway  on  its  problems.  As  part  of  a 
-cutting  push,  the  company  jetti- 
d  some  businesses  and  slashed  its 

to  78,000,  from  a  high  of  125,000  in 
k  Moreover,  it  trimmed  the  debt 

of  its  aerospace  unit  by  10%,  to 

billion,  in  the  first  quarter  of  1993. 
luding  its  finance  subsidiary,  Mc- 
nell's  overall  debt-to-equity  ratio  is 
jcted  to  drop  to  0.66  this  year,  com- 
p  with  1.01  in  1992  (chart).  Still,  an- 
ts fear  that  the  cost-cutting  and 
;-trimming  may  not  offset  further 
easant  surprises  in  McDonnell's  busi- 
es. "The  reported  liabilities  have 
i  whittled  down,"  sighs  a  Wall  Street 
yst.  "But  with  McDonnell  Douglas, 
he  unknowns  that  make  you  worry." 
he  biggest  unknown  may  be  the  fate 
le  C-17  transport  program.  McDon- 
hoped  the  jet,  which  can  carry  an 
tank  and  land  on  makeshift  airstrips, 
Id  generate  $35  billion  in  sales,  be- 
ing in  1993.  But  Congress,  annoyed 
iiv  Force  efforts  to  funnel  cash  to 
)onnell,  is  eager  to  save  money, 
ly  lawmakers  talk  of  funding  only 
the  120  planes  originally  sought  by 
Bush  Administration.  Representa- 
John  P.  Murtha  (D-Pa.),  chairman  of 
House  subcommittee  on  defense  ap- 
iriations,  says  he  wouldn't  fight  a 
e  to  kill  the  project. 
[cDonnell  already  has 
a  bundle  on  the  project. 
:  year,  it  swallowed  $383 
on  in  C-17  cost  overruns, 
iributing  to  a  95%  plunge  in 
nilitary- aircraft  earnings,  to  $19  mil 
.  The  company  still  is  pursuing  an 
itional  $208  million  in  C-17  costs, 
:h  it  wants  the  Air  Force  to  pay.  If 
)onnell  loses,  it  will  be  forced  to 
,e  off  those  claims,  as  well, 
he  C-17  isn't  McDonnell's  only  gov- 


ernment program  flying  under  a  cloud. 
The  company  is  in  U.  S.  Claims  Court 
fighting  penalties  related  to  the  A- 12 
attack  plane.  The  Navy  canceled  the 
plane— jointly  developed  by  McDonnell 
and  General  Dynamics  Cor]).— in  1991. 
Nonetheless,  the  Navy  wants  the  two 
contractors  to  reimburse  $1.35  billion 
spent  on  the  project.  McDonnell  has  es- 
tablished a  $350  million  loss  provision 
for  its  share  of  A- 12  losses,  but  it  could 
be  forced  to  eat  an  additional  $300  mil- 


McDonnell  douglas 
is  trimming  debt... 
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•EXCLUDES  FINANCE  UNIT 


...BUT  FINANCIAL 
WORRIES  LOOM 


C-17  TRANSPORT 


Members  of  Congress  are  threatening 
to  curtail  the  $35  billion  program  to 
save  money.  In  1992,  McDonnell 
Douglas  swallowed  $383  million  in 
charges  from  cost  overruns  for 
the  transport. 


A- 12  ATTACK  PLANE 


McDonnell  Douglas  and  partner  Gener- 
al Dynamics  are  battling  in  court  to  keep 
from  refunding  $  1.3  billion  to  the  Navy, 
which  canceled  the  program  in  1  991. 


MD-T1  WIDEBODY 


With  global  airline  purchasing  in  a 
slump,  sales  of  the  updated  version  of 
the  DC- 1 0  have  stalled.  Yet  McDonnell 
has  to  sell  30 1  of  the  jumbo  jets  just  to 
recoup  $1.1  billion  in  deferred 
development  costs. 


RPORATION 


T-45  TRAINER 


McDonnell  has  filed  claims  to  recoup 
$225  million  in  cost  overruns  on  the 
Navy  trainer  aircraft.  If  it  doesn't  collect, 
it  will  have  to  swallow  up  to  $  1 42  million 
in  charges. 
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lion  in  charges  if  its  claims  don't  prevail. 
To  make  matters  worse,  McDonnell  is 
pursuing  similar  claims  on  its  T-45  Navy 
trainer  aircraft.  If  it  loses,  it  could  take 
$142  million  in  additional  charges. 

Although  the  potential  losses  are 
steep,  McDonnell  insists  it  can  with- 
stand the  hits.  Its  F-15  fighter  program 
remains  solid  thanks  to  a  72-plane  order 
from  Saudi  Arabia.  And  even  if  it  loses 
every  claim,  Chief  Financial  Officer  Her- 
bert J.  Lanese  says  the  bottom-line 
charge  against  equity  would  total  only 
$300  million,  taking  into  account  current 
loss  reserves  and  tax  benefits.  "That's 
only  10%  of  our  equity,"  says  Lanese, 
"and  in  no  way  will  lead  to  a  crisis." 

A  bigger  worry  could  be  McDonnell's 
ailing  commercial  business,  which  ana- 
lysts say  is  the  biggest  threat  to  its 
health.  Douglas  has  been  moderately 
profitable  for  the  past  10  quarters,  after 
slashing  more  than  a  third  of  its  work 
force.  But  it  hasn't  bagged  a  major  new 
order  in  almost  two  years.  Last  year, 
earnings  fell  63%,  to  $109  million,  as  rev- 
enues slipped  2%,  to  $6.6  billion.  The  re- 
sults would  have  been  worse  if  not  for  a 
$23  million  forfeiture  by  a  customer  who 
canceled  an  order.  And  the  future  doesn't 
look  much  brighter.  The  workhorse  MD- 
80,  an  update  of  Douglas'  DC-9,  has  been 
eclipsed  by  newer  narrowbodies.  Even 
the  MD-11  is  under  attack  by  Boeing's 
777  and  Airbus  Industrie's  A330/A340 
widebodies.  "I  find  it  very  hard  to  believe 
McDonnell  Douglas  can  survive  in  this 
business,"  says  Daniel  J.  Shine 
of  Arthur  D.  Little  Inc. 
POOR  PAPER.  New  aircraft  would 
help.  But  it  costs  up  to  $5  billion  to 
develop  and  produce  a  new  plane,  and 
McDonnell  isn't  about  to  borrow  the 
money.  In  February,  Moody's  Investors 
Service  lowered  its  ratings  on  $5  billion 
of  debt  issued  by  McDonnell  and  its  fi- 
nance company.  Moody's  also  downgrad- 
ed its  commercial  paper,  to  a  below-in- 
vestment-grade  rating. 

That's  why  John  McDonnell  has  been 
on  a  quest  for  partners  to  help  fund  the 
MD-12  superjumbo.  Since  a  $2  billion 
deal  with  Taiwanese  investors  fell  apart 
last  year,  he  hasn't  found  much  interest. 
But  he  vows  to  hold  onto  Douglas,  ar- 
guing that  someday  the  division  could 
retake  the  No.  2  spot  in  commercial  air- 
craft sales  from  Airbus.  "I  don't  mean 
it's  something  we'll  do  in  the  next  one  or 
two  years,"  says  McDonnell.  He  admits 
it  probably  won't  happen  this  decade. 

For  now,  few  analysts  are  willing  to 
predict  McDonnell  Douglas'  demise,  es- 
pecially given  its  stature  as  a  leading 
defense  contractor.  But  until  it  can  de- 
velop new  products  and  find  willing  cus- 
tomers, the  company's  biggest  risk  may 
not  be  an  untimely  death,  but  an  un- 
certain, impoverished  future. 

By  Janu  s  E.  Ellis  hi  St.  Louis 
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STRATEGIES  I 


HIGH  ROLLING 
ON  THE  RIVER 


Promus  is  expanding  into  riverboats  and  eyeing  Indian  casinos 


began  operating  on  May  4  in  Joliet,  111. 

Revenue  from  casino  gambling  nation- 
wide surged  almost  15%  last  year,  to 
$10.8  billion,  and  Promus  estimates  it 
will  top  $12  billion  this  year.  Analysts 
say  riverboat  and  dockside  casinos  are 
poised  for  dramatic  growth  for  the  re- 
mainder of  the  decade.  That's  why  Pro- 
mus has  already  committed  $267  mil- 
lion so  far  for  riverboat  projects  and  is 
prepared  to  hike  its  $877  million  in  long- 
term  debt  to  fund  further  growth. 
Boasts  Rose:  "We're  creating  the  first 
truly  nationwide  gaming  brand  name." 


Michael  D.  Rose  doesn't  seem 
like  a  high  roller:  He's  a  51- 
year-old  Harvard  Law  School 
graduate.  Nor  does  Promus  Cos.,  the 
gaming  and  hotel  company  of  which  he 
is  chief  executive,  seem  like  your  typical 
casino  operation:  Its  headquarters  are  in 
a  restored  Memphis  mansion,  far  from 
the  green  baize  and  glitz  of  Vegas. 

Maybe  that's  why  Rose  is  so  eager  to 
ride  what  he  sees  as  a  great  shift  in 
the  gaming  industry:  Growth  in  casino 
gambling,  Rose  believes,  will  move  away 
from  the  conventional  confines  of  Las 
Vegas  and  Atlantic  Citv  and  into 

the  great  American  heartland  as        PROMUS  BETS  BIG  ON  GROWTH 

states  increasingly  allow 
limited  gambling 
for  the  sake  of  add- 
ed   tax  revenue. 
Best  known  for  its 
Harrah's  hotel-casi- 
nos, Promus  plans 
to     launch  seven 
riverboats  and  other 
small  dockside  casi- 
nos in   the.  coming 
year  to  serve  commu- 
nities in  America's 
midsection  (table). 
The  first  of  these  new 
regional  casinos,  Har- 
rah's Northern  Star, 


North 
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RIVERBOATS 

|n  addition  too  riverboat  at 
joliet  111.,  Promus  plans  to 
|aunch  others  to  serve 

Kansas  City,  Mo.,  Shreve- 
port.La.ondVidsburg, 
Miss.  It's  also  seeking 
licenses  for  dockside  casi- 
nos in  Tunica  and  Biiox., 
Mss.,andKenner,La 
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INDIAN  RESERVATIONS 

Promus  purchased  20% 
of  Sodak  Gaming  Supplies, 
which  sells  slot  machines 
to  reservation  casinos. 
The  company  has  an  agree- 
ment with  the  Ak-Chin  Indian 
Community  to  develop  a 
casino  on  the  tribe's  reser- 
vation near  Phoenix,  if  au- 


1 


So  far,  Wall  Street  has  been  ii 
pressed.  Promus  stock  has  more  th  - 
tripled  in  the  past  12  months,  to  arou 
40  after  a  2-for-l  split,  or  a  stratosphtjf 
ic  60  times  earnings.  Morgan  Stanley 
Co.  analyst  Kurt  A.  Feuerman  estimate 
earnings  could  rise  38%  this  year, 
sTli  million,  as  revenues  climb  12'  'o, 
$1.2  billion.  "It's  a  tremendously  we 
articulated  strategy  for  regional  gai 
ing,"  he  says. 
'INHERENT  INSTABILITY.'  The  odds  arei 
all  in  Rose's  favor,  though.  While  ti 
gaming  industry  is  booming,  exper 
warn  of  an  almost  certain  shakeoi 
With  three  more  megacasino  complex 
opening  soon  in  Las  Vegas  and  with  l 
gional  competitors  multiplying,  tot 
U.  S.  casino-industrv  capacity  could  v  [ 
tually  double  in  the  next  18  month 
"Riverboats  are  a  gold  mine  now, 
there's  a  frenzy  going  on,"  says  Ra 
mond  C.  Avonsino  Jr.,  president  of  H 
ton  Hotels  Corp.,  which  plans  to  op< 
riverboat  casinos  in  New  Orleans  ai 
Kansas  City.  "But  five  years  down  tl 
road,  they  won't  all  be  profitable. 

Rose  is  convinced  that  his  brand-nan 
strategy  and  strong  management  tea 
position  Promus  to  be  among  the  mi 
ners.  "They've  done  their  homewor 
and  they  have  an  enviable  reputatior" 
agrees  Saul  F.  Leonard,  an  influents 
industry  consultant.  "That  should  gn 
them  first  crack  at  the  better  places  ;  5 
they  open  up." 

Rose  figures  that  most  of  the 
states  now  operating  lotteries  event 
ally  will  allow  some  form  of  casino  gar 
bling.  Besides  the  luxe  of  added  tax  re 
enues,  he  believes  state  lawmakers  w 
view  casinos  as  a  desirable  amenity  f( 
major  cities,  not  unlike  racetracks 
professional  sports  teams.  Gaming  e: 
perts  agree  that  legalized  gambling  wi 
spread— though  they  caution  that  the  ii 
dustry  could  face  a  political  backlas] 
"There  may  be  an  inherent  instabilit 
to  the  industry,"  says  William  R.  Eadinj 
ton,  director  of  the  Institute  fc 
Gambling  &  Commercial  Gamin 
at  the  University  of  Nevad 
at  Reno. 
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In  additio] 
much  of  the  199 
industry  growt1 
came  not  in  trad 
tional  casinos  but : 
gaming  on  India- 
reservations.  That' 
why  Promus  is  als 
testing  the  waters  o 
reservations.  Last  D«  - 
cember,  it  signed 
tentative  agreemen 
with  the  Ak-Chin  Ir< 
dian  Community  to  d< 
velop  and  manage  a' 
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fllion  casino  complex  on  its  reser- 
i  outside  Phoenix.  And  it  bought 
)f  a  company  that  sells  slot  ma- 
j  to  reservation  casinos, 
nbling  hasn't  always  been  the  cen- 
:ce  at  Rose's  company.  Formerly 
n  as  Holiday  Corp.,  the  company 
d  the  Holiday  name  in  1990,  when 
sold  its  maturing  Holiday  Inn  hotel 
to  British  brewer  Bass  PLC.  Nowa- 
gaming  accounts  for  80%  of  reve- 
and  79%  of  operating  income,  with 
i  making  up  the  rest, 
die  l  iverboats  sound  exotic,  Rose 
/es  they're  a  fairly  conservative 
ire.  In  Illinois,  which  approved 
)oat  gaming  in  1991,  only  10  casino 
es  will  be  issued,  holding  competi- 

0  a  minimum.  True,  the  state  is  im- 
g  a  stiff  20%  tax  on  riverboat  op- 
rs'  net  winnings,  more  than  double 
%  to  9%  average  in  Nevada.  But 
fewer  rivals,  promotional  costs 

d  be  low. 

;hough  Promus  now  operates  casi- 
n  the  U.  S.  only,  Rose  has  set  his 

1  on  international  markets,  too.  Pro- 
bid  to  land  a  license  for  a  small  ca- 
n  Auckland,  New  Zealand,  is  a  sort 
st  case  to  "show  what  we  can  do," 
Promus  President  Philip  G.  Satre. 
Iso  in  the  running  for  a  casino  that 
•io  plans  to  open  in  Windsor,  across 
Ver  from  Detroit.  Other  contenders 
le  Hilton,  Circus  Circus  Enterprises, 

and  Trump.  And  Promus  is  eyeing 
luropean  Community,  depending  on 
"ules  for  the  single  market  develop. 
I  service.  Rose  also  is  pushing  hard 
xpand  Promus'  noncasino  hotel 
s.  The  company  now  operates  467 
pton  Inns,  Embassy  Suites,  and 
;wood  Suites  hotels.  In  the  face  of  a 
nwide  hotel  glut,  Rose  is  banking 
value  approach.  Hampton  Inns  ho- 
for  instance,  have  no  restaurants, 
he  price  averages  $40  a  night,  com- 
1  with  $55  at  midmarket  chains 
as  Ramada  and  Best  Western.  As  a 
t,  average  occupancy  at  Promus' 
s  was  71%  in  1992,  compared  with 
idustry's  63%. 

1,  Rose's  main  focus  remains  gam- 
Despite  the  fear  of  overcapacity, 
■  big  players,  including  Circus  Cir- 
TT  Sheraton,  and  Hilton  are  eyeing 
boats.  Promus  also  has  to  deal  with 
ip  of  new,  smaller  contenders  that 
scrambling  to  take  advantage  of 
>ling  markets.  Casino  America  Inc., 
xample,  launched  its  first  riverboat 
July. 

ise  is  betting  that  Promus  has  the 
Y  and  strategy  to  ride  through  any 
stry  shakeout.  Maybe  so.  But  in- 
>rs  ought  to  remember  something 
v  gambler  should  know:  No  win- 
streak  lasts  forever. 
'  Chuck  Hawkins  in  Memphis,  with 
Id  drover  in  Los  Angeles 


Change  Your  Job 
Without  Shortchanging 
Your  Retirement 


If  you're  about  to  change  jobs,  you  may  be  receiving  a 
distribution  from  your  employers  retirement  plan.  This  year, 
new  rules  can  affect  your  benefits;  Fidelity  wants  to  help 
make  sure  you  know  your  options  before  you  act. 

The  tax  law  requires  that  20%  be  withheld  for  fed- 
eral income  tax  on  any  eligible  plan  payout  that  is  not 

directly  transferred  to  a 
I  Rollover  IRA  or  other  qual- 
I    ified  plan. 

Fidelity's  Common 
|    Sense  Guide  To  Keep- 
ing Your  Retirement 
Plan  Money  Working 
I    can  help  you  see  your  op- 
1    tions  and  decide  the  best 
course  of  action  for  you. 

Ask  About  Our  No-Load,  No-Fee 

Rollover  IRA 

Fidelity  now  offers  over  SO  no-load  stock,  bond  and 
money  market  funds  for  your  IRA. 1  And  we've  waived 
the  annual  maintenance  fee  on  Fidelity  Rollover  IRA 
mutual  fund  accounts  with  a  balance  of  $5,000  or 
more.2  Call  for  details. 

Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity  investments 


Common  sense.  Uncommon  results. 


For  a  free  Rollover  IRA  fact  kit  with  more  complete  information  on  am  Fidelity  fund  including  charges  and 
expenses,  call  for  a  current  fund  prospectus.  Head  it  carefully  before  you  invest  or  send  money. '  Fidelity  Magellan 
Fund,  Fidelity  New  Millennium'"  Fund  and  Fidelity  Select'  Portfolios  are  excluded.  'Annual  IRA  maintenance  fee 
eliminated  for  mutual  fund  accounts  held  in  the  Fidelity  [R\.  Rollover  IRA,  SEP-IRA  and  SARSEP-IRA  with  an  account 
balance  of  $5,000  or  more  at  the  time  the  IRA  maintenance  fee  is  billed.  IRA  mutual  fund  accounts  with  balances 
below  $5,000  will  be  charged  a  $10  per  fund  annual  IRA  maintenance  fee.  For  the  Fidelity  Self-directed  IRA.  Sell- 
directed  Rollover  IRA,  Sell-directed  SEP-IRA,  the  $20  annual  maintenance  fee  will  be  waived  if  one  or  more  Fidelity 
mutual  fund  positions  held  in  the  IRA  has  a  balance  of  $5,000  or  more  at  the  time  of  the  IRA  maintenance  fee  hilling. 
Fidelity  Distributors  Corporation. 
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AIRLINES  I 


FANCY  FLYING 

BY  A  BANKRUPT  AIRLINE 


MarkAir  test-pilots  a  novel  idea:  Expanding  out  of  Chapter  11 


B 


ankruptcy.  The  shame  of  it.  One 
might  well  expect  companies  in 
Chapter  11  to  slink  away  quietly 
while  they  reorganize.  But  MarkAir  in 
Anchorage,  Alaska,  is  using  the  courts' 
protection  to  spread  its  wings.  Since  en- 
tering Chapter  11  last  June,  it  has  al- 
most doubled  its  jet  fleet  to  13  and  flies 
to  10  major  cities  across  the  country, 
up  from  just  one  outside  Alaska.  "No 
airline,  to  my  knowledge,  ever  shrank 
its  way  into  profitability,"  says  Neil 
Bergt,  MarkAir's  combative  owner  and 
CEO.  "Pan  Am  tried  it.  Eastern  tried. 
Midway  tried.  It  doesn't  work." 

MarkAir's  strategy  is  just  the  sort 


of  thing  that 
makes  critics  of  the 
bankruptcy  code  see  red.  As  one 
camp  sees  it,  when  an  ailing  car- 
rier uses  Chapter  11  to  prop  it- 
self up,  the  entire  industry  suffers. 
American  Airlines  Chairman  Rob- 
ert L.  Crandall  and  others  argue  that 
stronger  airlines  are  forced  to  match 
the  low  fares  of  a  competitor  that  is 
shielded  from  many  of  its  costs.  Dar- 
ryl  Jenkins,  managing  partner  of  Avia- 
tion Forecasting  &  Economics,  says  that 
of  more  than  100  airline  bankruptcies 
he  studied,  no  carrier  has  reorganized 
successfully  long  term. 

Bankrupt  airlines  claim  solvent  car- 
riers have  inflicted  more  harm  by  add- 
ing capacity  and  launching  fare  wars  of 
their  own.  While  the  debate  rages  on, 
MarkAir  is  astounding  many  with  the 
audacity  of  its  moves  "We  find  it  in- 
credible," says  America  spokesman  Al 
Becker,  adding  that  tht  -oncept  of  ex- 
pansion under  Chapter  '  1  "turns  the 
world  upside  down." 

MarkAir,  which  in  the  1  70s 
drilling  equipment  by  propt  ler 
planes  to  Alaskan  bush  co  i- 
try,  took  its  name  in  19fc', 
when  it  became  a  jet  passei 


ger  earner.  Initially,  it  stuck  to  routes  in 
Alaska.  But  in  late  1991,  after  rival  Alas- 
ka Airlines  Inc.  rejected  an  offer  to  buy 
him  out,  Bergt  added  service  from  An- 
chorage to  Seattle.  Fare  wars  ensued. 
Strapped  for  cash,  MarkAir  sought  to 
tap  public  markets— but  never  pulled  it 
off.  By  June,  1992,  it  sought  protection. 
STALL  TACTICS.  Bergt  makes  no  apologies 
for  his  sojourn  in  court.  "There  are  no 
advantages,"  he  says.  "People  are  afraid 
to  buy  tickets,  and  my  legal  expenses 
run  about  $500,000  a  month."  But  Bergt 
has  proven  a  survivor,  and  he's  not  like- 
ly to  go  down  easily.  In  late  1991,  as  he 
launched  his  expansion,  he  persuaded  a 
state  lending  agency  to  come  up  with  $6 
million  to  buy  MarkAir's  hangars, 
which  the  airline  then  leased.  And 
once  in  Chapter  11,  the  depth  of 
the  recession  worked  to  Bergt's 
advantage,  enabling  him  to 
hang  on  to  leased  jets  that 
creditors  had  little  hope  of  plac- 
ing elsewhere.  MarkAir  also  used 
the  leverage  of  bankruptcy  to  get  a 
new  labor  agreement  from  its  pilots. 

When  a  $7  million  loan  fell  through 
last  fall,  it  looked  like  the  airline  might 
shut  down.  But  Bergt  still  had  a  trick 
up  his  sleeve.  Alaska  residents  get 
dividend  checks  every  year  from  the 
state's  oil  wealth.  So  Bergt  unveiled 
a  stunning  sales  promotion:  All  those 
willing  to  part  with  their  $91b-  checks 
would  get  vouchers  for  four  round- 
trips  anywhere  MarkAir  flew.  Alas- 


kans jumped  on  it.  "We  raised  20  milH 
bucks,  interest-free,  that  we  got  to  1 
on  through  the  winter,"  boasts  Bei  L 
The  carrier  has  yet  to  show  a  qua™ 
profit.  But  Bergt  says  a  turnaround  is 
progress,  and  he  still  has  his  sights 
on  June  for  getting  a  reorganization  p 
confirmed. 

But  not  without  pain.  Most 
MarkAir's  lenders  have  been  dragj 
through  the  expansion  kicking  i 
screaming.  Seafirst  Bank  lent  Mark 
more  than  $13  million  and  sought  to 
claim  much  of  that  through  bankrup 
court,  arguing  that  the  expansion  po; 
a  "significant  and  unacceptable  risk." 
bank  was  overruled.  Now,  credit 
leery  of  accepting  debentures  with 
year  balloon  payments  are  being  offe 
ticket  vouchers  that  they  could  eit 
use  or  sell  in  bulk.  Creditors  fret  tl 
could  only  get  rid  of  the  tickets  at 
unattractive  discount. 

Some  Alaskans  who  turned  over  tl 
$916  checks  are  already  grumb 
MarkAir  flies  most  of  its  long-h,| 
routes  only  once  a  day  and  has  stric 
controlled  the  number  of  cheap  se. 
available.  Voucher  holders  are  often 
fered  standby.  And  that  doesn't  alw* 
go  over  well.  Curt  Josaitis,  an  Anch 
age  businessman,  says  he  was  una 
to  get  seated  on  a  flight  to  Seattle  1; 
March.  "This  is  ridiculous,"  he  sa; 
"These  weren't  sold  as  standby  ticke 
but  that's  the  way  I'm  having  to  i 
them."  MarkAir  says  that  vouchers  w< 
marked  as  subject  to  restrictions  a 
that  most  holders  have  been  able 
travel  with  confirmed  reservations. 

Bergt  continues  to  focus  his  effo: 
on  "getting  capital  in  here,"  explori 
options  that  include  going  public,  mei 
ing,  or  being  acquired.  He's  right  abc 
one  thing:  No  airline  ever  shrank 
way  out  of  bankruptcy.  It's  up  to  him 
show  that  the  opposite  strategy  can  i 

By  Hal  Bent  ton  in  Anchorage,  Al 
lea,  with  bureau  reports 
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Roam  the  nation  and  stay  in  the  loop 

In  the  fast-paced  and  highly  competitive 
^business  environment,  few  things  are  more 
important  than  timely  information, 
even  when  you're  on  the  move. 

In  over  200  cities  in  the  U.S.  and 
Canada,  you're  connected— to  E-mail 
from  the  office  and  news  and  weather 
briefs  from  USA  TODAY,  as  well  as 
optional  services  such  as  sports,  key 
market  and  financial  developments,  and  HeadsUp1 
targeted  industry  news  briefs  from  INDIVIDUAL,  Inc. 
You  can  even  have  your  important  databases  routinely  updated— 
automatically! 

All  you  need  is  EMBARC's  compact,  powerful  NewsStream  receiver  (it 
plugs  directly  into  most  laptop,  palmtop  and  notebook  computers)  and  the 
simple  software  package  that  drives  it.  Pay  as  little  as  $395,  install  it  in  min- 
utes and  you're  ready  to  go— without  wires,  faxes  or  phones,  a — --— _ 

Equip  your  whole  team  to  receive  memos,  documents      I  r^sss^^ 
and  file  updates  for  pennies  per  recipient. 
You'll  find  EMBARC  so  cost  effective 
you'll  communicate  more. 

Try  it  for  30  days;  if  you're  not  satis- 
fied, return  the  receiver  and  software 
for  a  full  refund  of  the  purchase  price. 
Sign  up  right  now  by  phoning 
1-800-EMBARC4,  Ext.  450.  Give 
your  team  the  home-field  advantage. . . 
even  when  they're  on  the  road. 

EMBARC  service  is  available 
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ce  to  make  a  CFC  substitute 


I  f  James  "Hugo"  Steven  ever  doubted 
I  the  importance  of  his  work  in  finding 
H  substitutes  for  ozone-depleting  chloro 
fluorocarbons,  the  Queen  of  England  dis- 
pelled them.  Her  Majesty,  worried  about 
atmospheric  damage  from  the  refriger- 
ants, met  with  the  Imperial  Chemical 
Industries  PLC  chemist  and  others  in 
London  two  years  ago  to  quiz  them  on 
their  progress.  Recalls  the  much  im- 
pressed Scotsman:  "She  asked  sensible 
questions." 

And  Steven  had  sensible  answers. 
Years  of  pressure  from  world  govern- 
ments and  unparalleled  cooperation 
among  chemical  producers  had  led  to 
chlorofluorocarbon  (CFC)  substitutes  in 
record  time.  Steven  could  boast  to  the 
Queen  that  ICI,  once  an  underdog  in  the 
CFC  business,  was  setting  the  pace  in  a 
race  with  Du  Pont  Co.  and  Elf  Atochem 
to  develop  the  technology.  Last  Decem- 
ber, after  an  all-out,  nearly  $500  million 
development  effort,  an  ICI  plant  in  Loui- 
siana was  the  first  world-scale  U.  S.  fa- 
cility to  start  pumping  out  HFC  134a,  an 
alternative  to  CFC  12,  the  chemical  that 
accounts  for  more  than  50%  of  CFC  use. 

The  saga  of  134a  is  an  object  lesson  in 
how  a  global  crisis  can  compel  govern- 
ments and  companies  to  transform  tech- 


nology far  faster  than  either  thought 
possible.  With  deadlines  for  phasing  out 
CFCs  closing  in,  ICI  and  its  rivals,  Du 
Pont  and  Elf,  developed  technology 
speedily  by  constructing  factories  even 
while  their  choice  molecules  were  still 
being  tested.  ICI  slashed  the  time  it 
takes  to  commercialize  a  technology 
from  the  industry  norm  of  more  than  a 
decade  to  only  five  years.  Conclusion: 
If  companies  are  forced  to  act  on  envi- 
ronmental issues,  they  do  it.  "Compa- 
nies have  always  known  how  to  push 
the  hell  out  of  something  when  there's  a 
buck  to  be  made,"  says  Isadore  Rosen- 
thal, a  senior  research  fellow  at  the  Uni- 
versity of  Pennsylvania's  Wharton 
School.  "This  will  teach  them  to  do  it 
somewhat  faster." 

No  one  was  moving  very  fast  when  it 
came  to  replacing  CFCs  until  1985,  when 
scientists  found  a  hole  in  the  ozone  lay- 
er over  the  Antarctic.  The  gap  support- 
ed a  theory  that  chlorine  from  CFCs  de- 
stroys atmospheric  ozone,  which  protects 
the  earth  from  the  sun's  radiation.  Soon, 
higher  rates  of  skin  cancer  and  a  po- 
tential global  warming  were  blamed  on  a 
gas  that  for  decades  had  leaked  into  the 
air  from  millions  of  car  air  conditioners 
and  trashed  home  refrigerators.  Du  Pont 


i 


and  other  chemical  makers  knew  CFi 
days  were  numbered.  They  leaped 
develop  134a  and  other  alternativt 
called  HCFCs,  which  contain  small 
amounts  of  chlorine  than  CFCs. 

The  effort  required  an  enormo 
about-face  for  chemical  makers.  In  19i 
CFCs  were  the  refrigerants  of  choi 
worldwide.  They  were  nontoxic,  nc 
flammable,  energy-efficient,  and  ine 
pensive— with  a  worldwide  $1.5  billion 
year  market.  True,  in  1977,  ICI  i  Z. 
searchers  were  among  the  first  to  tink  i 
with  134a,  a  chlorine-free  refrigeraj 
that  is  as  nonflammable  as  CFC  12  b 
without  its  ozone-depleting  action.  B 
their  work  languished  in  the  late  '7 
and  early  '80s,  because  many  scienti: 
believed  that  a  1978  U.  S.  ban  on  CFCs 
aerosol  cans  would  solve  the  proble 
Besides,  no  one  wanted  to  develop 
chemical  that  would  cost  five  times 
much  as  CFCs,  then  57C  a  pound. 
GAMBLE.  In  1985,  ICI  decided  to  go  f 
the  brass  ring.  The  British  company  h<  'a' 
less  than  10%  of  the  CFC  market-w:  fe 
behind  industry  leader  Du  Pont.  [<  i  fi 
ured  that  the  first  company  to  ramp  i  *: 
the  most  efficient  production  would  ga"»< 
an  advantage.  Executives  decided  to  p «' 
their  fortunes  on  134a.  By  focusing 
just  one  CFC  alternative,  it  gambled  th  j 
it  would  develop  the  technology  fast 
and  grab  a  hefty  share  of  a  market  es 
mated  to  approach  $2  billion  a  year  1 
the  turn  of  the  century.  "We  knew  t 
clock  was  ticking,"  says  Anthony 
Mash,  commercial  director  for  fluor 
chemicals  at  ICI  Americas  Inc. 

ici  dragooned  Steven  to  head  resear 
for  KLEA,  Id's  134a  even  though  t! 
chemist,  who  had  worked  on  blue  si 
research  at  ICI  since  1974,  had  no  expe: 
ence  commercializing  research.  Stevi 
plowed  ahead  regardless,  building  h 
team  of  scientists  from  just  eight  in  191 
to  more  than  80  in  1990.  By  then,  I 
had  200  staffers  dedicated  to  134a. 

From  the  start,  strategy  dictated  r 
search.  In  the  critical  matter  of  wh 
kind  of  chemical  broth  to  choose  as  t\i 
basis  for  the  creation  of  KLEA,  ICI  opt* 
for  one  that  contained  chlorine  becaTl 
it  would  yield  no  wasteful  byproduct 
That  required  that  researchers  find 
way  to  neutralize  the  chlorine.  Tl 
trade-off  was  worth  it.  Since  ICI  didr 
need  the  byproducts,  the  process  ul1 
mately  was  more  efficient  without  thei 

In  1987,  the  team  set  1995  for  tl 
opening  of  a  commercial  plant.  It  was 
ambitious  target,  since  no  one  kne 
what  gear  was  needed,  much  less  ho 
to  design  the  plant.  But  with  the  signir 
a  few  months  later  of  the  Montreal  Pr 
tocol,  the  treaty  that  initially  called  for 
50%  CFC  phaseout  by  '98,  the  team  hi 
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•elerate  the  timetable  by  two  years. 
Is  Steven:  "We  were  all  in  shock." 
>res  of  people  were  mobilized.  Re- 
hers  and  engineers  had  to  reverse 
conventional  operating  practices, 
tally,  chemists  would  devise  a  pro- 
for  turning  out  a  chemical,  then 
the  recipe  over  to  engineers  so 
could  design  the  plant.  With  an 
lad  deadline  looming,  chemists  had 
omise  catalyst  details  by  certain 
I  so  engineers  could  start  design- 
eactors.  To  encourage  risk-taking, 
anagers  promised  there  would  be 
walties  for  mistakes.  "If  we  expect- 
eople  to  do  the  impossible,  we 
ln't  burn  them  when  they  were 
g,"  says  Steven. 

stering  camaraderie  and  dedication 


finished,  ironing  out  wrinkles  with  con- 
struction staffers  along  the  way.  Later, 
parts  of  the  plant  were  tested  while  oth- 
ers were  being  built.  The  overlap  al- 
lowed ICI  to  start  up  last  December- 
just  after  the  world's  nations  agreed  to 
accelerate  the  phaseout  of  CFCs,  ending 
their  use  entirely  in  developed  countries 
by  yearend  1995. 

But  it  wasn't  until  St.  Gabriel  was 
almost  built  that  ICI  made  a  key  techni- 
cal advance.  For  three  years,  Steven's' 
group  looked  for  the  catalyst  that  would 
boost  the  efficiency  of  the  chemical  reac- 
tion that  yields  134a.  In  all,  they  scruti- 
nized 150  candidates,  narrowing  the  field 
to  three  by  testing.  Then,  they  built  a 
small  chemical  plant  to  determine  which 
one  worked  best.  Last  year,  they  picked 


Within  a  few  months,  ICI  scientists  re- 
formulated the  oils.  Says  Taulbee:  "ICI 
showed  courage  in  moving  ahead  with 
production  for  134a  before  anyone  ap- 
proved its  use." 

pitch  and  woo.  1 1.  S.  carmakers  weren't 
easy  to  win  over  either.  Not  only  were 
they  reluctant  to  take  on  the  costs  of 
changing  to  the  technology,  recalls  Ange- 
lo  P.  Patti,  an  engineering  supervisor 
for  Chrysler  Corp.,  "we  weren't  sure 
when  the  chemical  would  be  available, 
what  its  properties  would  be,  and  what 
problems  we  would  run  into."  Mash  cam- 
paigned hard  to  get  carmakers  to  sign 
on,  supplying  engineering  and  technical 
assistance  that  helped  make  Chrysler 
an  early  convert.  Its  1992  Jeep  Grand 
Cherokee  became  the  first  American  ve- 


HE  SCRAMBLE 
D  BRING 
NEW  CHEMICAL 
3  MARKET 

(orof/uorocarbons  used  in  coo/ing 
tews  have  been  irr.plicated  in  the 
;truction  of  the  earth's  protective  ozone 
er.  Here's  how  companies  raced  against 
istantly  changing  deadlines  to  produce 
ubstitute. 

r4  Scientists  theorize  that  CFCs  could 
slete  the  ozone  layer. 


1977  ICI  and  France's  Elf  Atochem  identify 
1  34a  as  a  likely  CFC  substitute. 

1978  U.S.  bans  use  of  CFCs  in  aerosol 
propellants. 

1985  Scientists  observe  hole  in  the  ozone 
layer  over  Antarctica. 

1987  Montreal  Protocol  is  enacted,  calling 
for  a  50%  cut  in  CFC  use  by  mid-1 998.  ICI 
Du  Pont,  and  Elf  Atochem  start  up  1  34a 
pilot  plants. 

1990  Montreal  Protocol  revised,  calling  for 
50%  reduction  in  most 
CFCs  by  1995.  ICI  starts 
up  world's  first 


critical.  Toiling  away  in  secret,  at 
Runcorn  lab  in  northern  England, 
id.  Steven,  now  44,  also  led  his  col- 
les  on  team-building  exercises.  Sev- 
spent  a  weekend  together  in  the 
near  Manchester,  navigating  their 
through  a  forest.  Once,  a  group  of 
lared  a  night  in  a  barn.  The  team 
ne  so  close  that  by  project's  end,  at 

two  couples  wound  up  marrying. 
:  needed  the  internal  harmony  to 
teract  outside  pressure.  Rival  chem- 
nakers  had  agreed  to  share  informa- 
on  the  safety  of  134a  and  other  sub- 
tes,  but  the  cooperation  ended 
i,  giving  way  to  fierce  competition 
et  into  production  first.  In  1988, 
'ont  grabbed  headlines  when  it  an- 
ced  that  it  would  phase  out  CFCs 

though  it  wasn't  then  required, 
r,  Du  Pont  and  Elf  Atochem  an- 
iced  ambitious  plans  for  factories. 
ICI  won  out  when  it  opened  its  first 
nercial  plant  in  Runcorn  in  1990. 
tLLEL  engineering.  The  real  produc- 
test  came  with  the  St.  Gabriel  (La.) 
;.  In  early  1991,  ICI  set  out  to  build  a 
million,  22-million-pound  production 
ty  in  less  than  two  years.  To  meet 
deadline,  plant  manager  Stephen 
es  had  to  adopt  parallel  engineering, 
gners  moved  from  one  project  to 
her  even  before  their  first  job  was 


MASH  AND  BARNES  BUILT 
A  PLANT  IN  JUST  TWO  YEARS 


their  winner.  The  ultra 
secret  catalyst  will  en- 
able ICI  to  double  its 
production  capacity  to  80 
million  pounds  a  year. 

Even  before  breaking 
ground  for  the  St.  Ga- 
briel plant,  ICI  had  to 
face  the  marketing  chal- 
lenge posed  by  134a. 
Chemical  makers  had  to 
prove  not  only  that  the 
substitutes  worked  but 
also  had  to  help  custom- 
ers make  the  engineer- 
ing changes  required  to 
adopt  them.  In  1989,  ICI  sent  Mash,  one 
of  its  business  directors  in  Europe,  to 
the  U.  S.— the  world's  largest  CFC  mar- 
ket—to persuade  carmakers,  refrigerator 
makers,  and  other  prospective  customers 
to  switch  to  klea.  Since  safety  testing 
of  the  chemical  wouldn't  be  cleared  until 
1992,  the  job  wasn't  easy. 

Skeptical  customers  didn't  help.  In 
January,  1990,  Ken  Taulbee,  vice-presi- 
dent for  the  Americold  division  of  Elec- 
trolux  AB,  the  largest  U.  S.  refrigerator- 
compressor  outfit,  delivered  a  technical 
paper  at  an  industry  conference  that 
said  134a  was  unsuitable.  The  problem: 
Lubricants  added  to  the  gas  gunked  up 
the  narrow  tubes  inside  refrigerators. 


commercial  1  34a  plant  in  Britain. 

1992  Montreal  Protocol  revised  to  ban  CFCs 
by  1 996.  Elf  Atochem  opens  its  1  34a  plant 
in  France.  ICI  starts  up  its  $100  million  U.S. 
plant,  the  world's  largest,  built  in  less  than 
two  years. 

1993  Du  Pont  accelerates  production  phase- 
out  of  CFCs  to  1 994  and  plans  to  open  a 

1  34a  plant  in  Texas. 

1994  AlliedSignal  will  open  a  1 34a  plant  in 
Louisiana. 

1995  Elf  Atochem  plans 
to  open  its  U.S.  1 34a 
plant  in  Kentucky. 


hide  to  use  134a.  By 
1994,  all  Chrysler  mod- 
els will  use  it.  ICI  is  now 
a  major  supplier  of  134a 
to  carmakers,  even 
though  it  wasn't  a  fac- 
tor in  that  market  with 
CFCs.  "ICI  was  more  ag- 
gressive than  Du  Pont 
and  Atochem,"  says  Pat- 
ti.  "They  hail  to  be  to 
get  your  attention." 

ICI  can't  rest  on  its 
laurels,  though.  This 
year,  U.  S.  taxes  on  CFC 
12  have  driven  its  price 
to  more  than  134a's  $5  a  pound,  an  in- 
centive to  switch  to  substitutes.  But 
price  alone  won't  induce  manufacturers 
to  convert.  ICI  will  face  escalating  com- 
petition from  Du  Pont  and  others,  some 
of  whom  offer  a  broader  array  of  CFC 
substitutes. 

Even  more  worrisome,  some  scien- 
tists wonder  whether  one  day,  they 
could  find  that  even  134a  poses  yet-un- 
known environmental  risks.  After  all, 
CFCs  were  heralded  as  a  brilliant  ad- 
vance in  safety  when  they  were  intro- 
duced in  the  1930s.  So  ICI  and  its  rivals 
will  have  to  stay  nimble  in  case  they 
are  forced  into  action  again. 

By  Joseph  Weber  in  Wilmington,  Del. 
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By  entering  a  team  in  the  Chemical  Bank 
Corporate  Challenge,'  you'll  not  only  be 
promoting  physical  fitness,  hut  a  sense  of  pride  and 
achievement  in  your  company.  This  3. 5 -mile  race, 
run  in  each  of  the  cities  listed  below,  is  open  to  full- 
time  employees  of  corporations,  businesses  and 
financial  institutions. 

Now  in  its  seventeenth  year,  the  Corporate 

SCHEDULE  OF  EVENTS 


CHEMICAL  BANK 

CORPORATE  CHALLENGE* 


19] 


Challenge  has  grown  to  become  the  largest  event  of 
its  kind.  Last  year,  over  120,000  runners  from  6,000 
companies  competed  in  16  cities. 

So  foster  a  spirit  of  teamwork  within  your 
company  that  transcends  the  balance  sheet.  For  more 
information,  write  or  fax:  Event  Marketing,  Chemical 
Bank,  140  East  45th  Street,  16th  Floor,  New  York, 
N.Y.  10017.  Fax:  (212)  557-3799. 


May  1 1 

New  York  City  (Race  1) 

June  24 

Buffalo 

July  27 

Long  Island 

August  18 

San  Francisco 

May  18 

Rochester 

June  29 

Philadelphia 

July  29 

Boston 

September  14 

Atlanta 

Maj  27 

Albany 

July  8 

New  York  City  (Race  3) 

August  3 

Syracuse 

September  22 

Dallas 

June  4 

Frankfurt 

[ulj  14 

London 

August  5 

Chicago 

October  9 

New  York  City— Chemical 

June  7 

Oslo 

July  20 

Morristown 

August  10 

Princeton 

Bank  Corporate  Challenge 

June  16 

New  York  City  (Race  2) 

July  22 

Stam  turd 

August  12 

Paramus 

International  Championshif 

She  jNcUr  JJork  5ftme$    BusinessWeek  AmericanAirlines 


^Chemical 


1993  Chemical  Banking  Corporation 


velopments  to  Watc 


)  BY  PETER  COY  AND  WILLIAM  D.  MARBACH 

II  SAY  POTATO, 

IY  SOLANUM  LYCOPERSICON 


'hat's  in  a  name? 
Botanists  are 
pondering  whether  'tis 
nobler  to  change  the  ge- 
nus name  under  which 
tomatoes  are  classified 
or  to  retain  the  accepted, 
but  apparently  artificial, 
distinction  between  to- 
matoes and  potatoes.  So- 
phisticated DNA  analysis 
of  the  tomato  genome 
convinced  researcher 
Robert  K.  Jansen  of  the 
University  of  Texas  and 
oileagues  that  tomatoes  have  so  much  in  common  with  the 
to  genus  Solanum  that  they  should  fall  under  that  desig- 
>n  rather  than  Lycopersicon,  as  they  are  now  classified. 
ie  similarities  have  long  been  known,  but  the  scientists, 
ng  in  the  American  Journal  of  Botany,  suggest  that  a 
e  change  for  tomatoes  to  Solanum  lycopersicon,  which 
ally  means  "sleep-inducing  wolf  peach,"  will  reflect  reali- 
and  may  encourage  genetic  engineers  to  look  more  closely 
otatoes.  "Completely  immaterial,"  scoffs  Roger  H.  Sal- 
t,  chief  executive  of  Calgene  Inc.,  which  is  tweaking  toma- 
enes  to  allow  the  fruit  to  ripen  longer  on  the  vine.  Alas,  a 
-ypersicon  by  any  other  name  will  taste  as  sweet. 


W! 


MPOINTED:  A  GENE  THAT  CAN 
HIRE  IN  COLON  CANCER 


>r  decades,  scientists  have  noticed  that  colon  cancer  tends 
o  run  in  families.  But  it  wasn't  clear  why.  Is  the  disease 
result  of  a  shared  environment  in  these  cases — which 
unt  for  about  10%  of  all  colon  cancers?  Or  are  nefarious 
;s  at  work?  The  question  prompted  an  international  team 
3searchers,  led  by  Bert  Vogelstein  at  Johns  Hopkins  Uni- 
ity  and  Albert  de  la  Chapelle  of  the  University  of  Helsinki, 
pend  the  last  four  years  painstakingly  searching  for  a 
;tic  cause — without  knowing  whether  it  really  existed.  "It 
very  frustrating,"  recalls  Vogelstein.  "We  wondered  if  we 
\  wasting  our  time." 

it  now,  the  researchers  have  found  the  gene.  While  they 
:  yet  to  pinpoint  the  exact  mutation,  they  do  know  that  it 
;ars  to  be  present  in  about  1  in  every  200  people,  making 
n  cancer  the  most  common  inherited  disease.  What's  more, 
riey  report  in  the  May  7  issue  of  Science,  the  gene  exerts 
ffect  in  a  novel  way.  When  flawed,  it  leads  to  damage  in 
r  pieces  of  dna,  particularly  in  those  genes  that  have 
ady  been  linked  to  rarer  forms  of  inherited  colon  cancers, 
scientists  expect  the  discovery  to  lead  to  a  diagnostic  test 
in  six  months — and  eventually  result  in  better  therapies. 


RNING  ON 

E  TUNABLE  LASER 


l#hen  Chung  L.  Tang,  an  electrical  engineering  professor 
■  at  Cornell  University,  heard  about  a  new  optical  crystal 
had  been  developed  in  China  in  1985,  he  quickly  realized  it 
the  key  to  building  a  so-called  tunable  laser.  Unlike  most 


lasers,  which  can  emit  only  a  single  wavelength  of  light,  these 
devices  could  be  tuned,  by  turning  a  dial,  to  give  off  light  over 
a  broad  range  of  wavelengths  from  ultraviolet  to  infrared. 

To  build  such  a  versatile,  broad-spectrum  laser,  Tang  took 
advantage  of  an  unusual  property  of  the  new  beta  barium 
borate  (BBO)  crystal.  It  splits  a  photon,  or  particle  of  light,  in 
two.  The  wavelength  of  the  resulting  light  beam  depends  on 
the  angle  at  which  the  light  entered  the  crystal.  So,  by  simply 
rotating  the  crystal's  slanted  surface,  the  wavelength  of  the 
laser  beam  can  be  changed.  Surgeons,  for  example,  use  one 
frequency  for  fusing  muscle  tissue  and  another  for  cauterizing 
blood  vessels. 

Tang's  group  spent  six  years  developing  methods  for  grow- 
ing these  BBO  crystals.  Cornell  then  licensed  the  technology  to 
Spectra-Physics  Lasers  Inc.  in  Mountain  View,  Calif.,  which 
recently  unveiled  the  first  commercial  broad-spectrum  tunable 
lasers.  The  company  is  marketing  the  devices  for  materials 
processing,  medical  equipment,  pollution  monitoring,  and  other 
applications. 


ELECTRONIC  MESSAGES  FROM  PHONES, 
PCs,  EVEN  FAXES 


Tired  of  telephone  tag?  Fed  up  with  voice  mail?  Motorola 
Inc.  has  a  new  paging  system  to  reach  those  who  are  in 
the  office  but  away  from  their  desk.  A  small,  4-ounce  pager 
alerts  workers  that  they  have  a  call  on  hold — and  allows  them 
to  reach  the  caller  by  using  any  TouchTone  phone.  The  sys- 
tem, from  Motorola's  Paging  Products  Group  in  Boynton 
Beach,  Fla.,  also  provides  caller  identification  so  that  people 
who  don't  want  to  be  interrupted  can  screen  their  calls. 

The  Site  Connect  system  will  relay  electronic  messages  from 
personal  computers  and  faxes  as  well.  Another  module  will 
serve  maintenance  crews  and  others  who  need  to  stay  in  touch 
with  security  or  factory  monitoring  systems.  A  paging  system 
for  500  users  will  cost  about  $500  per  user,  says  Steve  Spiro, 
director  of  Customer  Owned  Paging  Operations. 
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The  U.  S.  semiconduc- 
tor business  is  post- 
ing healthy  gains.  Since 
January,  the  chipmakers 
have  been  booking  new 
orders  at  a  rate  almost 
20%  higher  than  they 
are  shipping  products. 
March  bookings  climbed 
5.4%  from  February,  to 
$2.19  billion — an  impres- 
sive 46%  jump  from 
March,  1992.  Demand 
for  chips  is  being  driven 
mainly  by  strong  U.  S. 
sales  of  computer  gear,  which  increased  17%  in  the  first  quar- 
ter from  a  year  ago,  to  $14.85  billion,  according  to  the  Elec- 
tronics Industries  Assn. 

All  this  is  welcome  news  for  U.  S.  suppliers  of  chipmaking 
equipment,  who  are  recapturing  market  share  lost  to  Japanese 
rivals,  says  market  researcher  Dataquest  Inc.  Last  year,  U.  S. 
semiconductor  equipment  suppliers  accounted  for  29.7%  of  the 
world's  $5.1  billion  market,  or  nearly  five  points  more  than  in 
1991.  And  Dataquest  predicts  that  U.  S.  chip-equipment  sales 
will  top  33%  of  the  market  this  year  and  hit  34%  next  year. 


JFM'AMJJASOND 
•PRELIMINARY  E0R  1993 

DATA:  SEMICONDUCTOR  INDUSTRY  ASSN. 
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INSURANCE  I 


VIVE 

L'EQUITABLE 
COMPANIES? 

How  Dick  Jenrette  rescued  the  insurer 


Is  the  Equitable  next  to  die?  That  was  a  real  fear  in  1 
the  insurance  industry's  year  of  sheer  gothic  horror 
one  big  carrier  after  another  collapsed.  At  New  Y<l 
based  giant  Equitable  Cos.,  harrowing  losses  from! 
advised  1980s  forays  into  real  estate  and  junk  bo 
were  bleeding  the  grand  old  insurer's  capital  dry.  Policyh 
ers  were  bailing  out.  So  were  agents. 

Then  in  July,  1991,  Equitable  Chairman  and  Chief  Execu 
Richard  H.  Jenrette,  an  unassuming  bald  fellow  with  a  pixk 
smile,  stepped  before  the  cameras  with  dapper  Claude  Beb( 
head  of  French  insurance  behemoth  Groupe  Axa.  In  his  ph 
ant  North  Carolina  drawl,  Jenrette  announced  a  lifesaving 
billion  Axa  investment  in  the  Equitable. 

Someone  asked  Jenrette,  brought  in  just  a  year  before 
turn  around  the  company,  who  would  run  it  now. 
After  a  playful  glance  at  Bebear,  Jenrette  said:  "Moi." 
Dick  Jenrette  has  pulled  the  134-year-old  Equitable  b; 
from  the  abyss,  displaying  a  deft  mix  of  political  cunni 
financial  savvy,  and  strategic  vision.  After  three  strai; 
years  of  crushing  losses,  the  nation's  third-largest  insui 
with  3.4  million  policyholders,  is  actually  expected  to  tun 
profit  for  1993's  first  quarter.  Plain  old  good  luck  has  help 
Surging  capital  markets  have  benefited  the  Equitable's  inv( 
ment  subsidiaries  mightily.  But  Wall  Street  veteran  Jenrf 
deserves  kudos  for  cutting  costs,  dumping  troublesome  bi 
nesses,  restructuring  rotten  assets,  and — most  importan 
luring  fresh  capital.  Indeed,  the  Gallic  connection,  which 
rette  forged  and  has  maintained  despite  periodic  strains,  is 
key  to  its  recovery. 
sucking  wound.  Axa,  whose  49%  ownership  of  the  comps 
gives  it  effective  control,  is  an  occasionally  overbearing  pr 
ence  in  the  Equitable's  50-story  Manhattan  tower.  But  J 
rette's  diplomatic  skills  have  kept  the  French  happy  wl 
smoothing  over  tension  that  their  sometimes  high-ham 
ways  have  provoked  among  Equitable  executives.  Bebear 
enough  trust  in  Jenrette  to  allow  him  a  lot  of  freedom. 

The  Equitable,  though,  isn't  out  of  harm's  way.  It  is  s 
suffering  from  some  debilitating  weaknesses  that  could  ur 
what  Jenrette  has  achieved.  The  Equitable's  real  estate  qu 
dary,  while  significantly  improved,  remains  a  giant  sucki 
wound.  It  can't  unload  its  ailing  disability-insurance  busine 
which  lost  $55  million  last  year.  Further,  the  Equitable 
inordinately  dependent  on  fat  profits  from  its  investm< 
units,  Alliance  Capital  Management  Corp.  and  Donaldson,  L 
kin  &  Jenrette  Securities  Corp.,  which  Jenrette  co-founded, 
severe  bear  market  could  wreck  the  Equitable's  bottom 
again.  And  although  Jenrette  is  not  required  to  step  dc 
when  he  turns  65  next  April,  odds  are  Axa  will  want  to  inst 
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anger  successor  before  too  long.  Wall  Street  analysts 
:t  it  to  be  an  American.  Still,  the  succession  could  set  off 
ler  round  of  discord,  for  much  of  the  Equitable's  progress 
;  from  the  unusually  close  personal  chemistry  between 
:tte  and  Bebear. 

5  soft-spoken  Jenrette,  elevated  to  CEO  in  a  1990  board- 
coup  that  he  contends  he  had  nothing  to  do  with,  is  a 
2r  at  ingratiation.  A  true  Southern  gentleman,  he  goes 
if  his  way  to  shower  courtesies  on  the  lowliest  subordi- 
His  ever-present  grin  and  self-effacing  charm  easily  dis- 
others.  Says  Dan  W.  Lufkin,  a  former  business  partner: 
speaks  a  Southern-fried  French  that  sends  the  French 
^ales  of  laughter."  But  it  has  worked. 
itiful,  rundown.'  Jenrette,  an  architecture  lover  and 
ric  preservationist,  likens  his  efforts  at  the  Equitable  to 
2  old  houses  he  has  painstakingly  bought  and  restored, 
ing  from  a  Hudson  Valley  mansion  to  a  sugar  plantation 
unt  Croix  (page  84).  "This  fine  old  company  needec 
,  like  a  beautiful,  rundown  house,"  he  says, 
neath  Jenrette's  retiring  manner  is  a  bold,  risk-taking 
m  that  he  first  showed  in  his  Wall  Street  days.  He 
d  the  Street's  hidebound,  privately  held  white-shoe 
>  by  launching  upstart  DLJ  and  later  taking  it  public — 
s  that  simply  weren't  done.  After  scoring  the  Axa 
y,  he  took  the  almost-heretical  step  last  year  of  convert- 
he  Equitable  (assets:  $78  billion)  from  mutual  to  stock 
rship.  Mutuals,  the  most  prevalent  format  among  life- 
ance  companies,  are  technically  owned  by  their  policy- 
>rs,  but  in  practice  management  has  free  rein.  Stock  out- 
must  answer  to  pesky  analysts  and  shareholders.  The 
le  is  they  have  access  to  public  markets.  Last  summer, 
stte  raised  an  additional  $450  million  in  an  initial  public 
■ing  of  common  stock.  And  in  April,  he  raked  in  $800 
)n  more  from  a  convertible  preferred  issue, 
it  Axa's  pot  of  francs  is  what  Jenrette  holds  most  dear, 
ms  turned  the  full  force  of  his  winning  personality  on 
/ating  Bebear,  with  whom  he  has  a  good  bit  in  common, 
men  built  businesses  from  the  ground  up.  In  1959,  when 
2tte  co-founded  DLJ,  it  was  the  first  major  investment-firm 
up  since  the  Depression.  Axa  was  a  tiny  insurer  when 
iar  assumed  its  helm  in  1974. 

e  two  insurance  chieftains  enjoy  fine  wines  and  together 
toured  Axa-owned  vineyards  near  Bebear's  chateau  in 
eaux.  They  both  adore  old  buildings,  and  Jenrette  has 
'n  off  his  many  holdings  to  his  new  friend.  Jenrette  says 
lew  they  would  hit  it  off  when,  during  1991  talks  over  the 
ible  Axa  investment  in  the  Equitable,  he  visited  Bebear's 
century  Paris  townhouse.  "It's  got  a  hidden  garden," 
stte  enthuses.  "I  felt  I  had  a  kindred  spirit."  To  please 
ette,  Bebear  recently  had  Axa  buy  a  fine  old  beaux-arts 


AXA  CEO  BEBEAR 
GIVES  JENRETTE  WIDE 
LATITUDE 

bank  building  on  Place  de  l'Opera  that  was  the  Equitable's 
Paris  headquarters  in  the  early  1900s.  Bebear's  33-year-old 
son,  Guillaume,  has  worked  for  DLJ  for  the  past  year  as  an 
investment  banker. 

The  Equitable's  woes,  which  brought  Jenrette  and  Bebear 
onto  the  scene,  stemmed  from  classic  1980s'  overreaching. 
Under  ebullient  former  salesman  John  B.  Carter,  the  Equita- 
ble forayed  willy-nilly  in  all  directions,  seeking  to  become  a 
"financial  supermarket,"  the  catch  phrase  of  the  day.  Carter 
bought  DLJ  in  1985  for  $432  million  and  retained  Jenrette  as  its 
head.  To  compete  in  the  hot  chase  for  the  investment  dollar, 
Carter's  Equitable  offered  products  such  as  guaranteed-invest- 
ment  contracts  (GICs)  that  paid  out  up  to  18%  yearly.  To  make 
those  lofty  payouts,  Carter  backed  them  with  high-return  real 
estate  and  junk  bonds. 

Excluded  from  Carter's  inner  circle,  Jenrette,  a  lifelong 
bachelor  who  was  already  extremely  wealthy,  thought  about 
quitting.  Suddenly  in  the  late  1980s,  real  estate  and  junk 
tanked,  leaving  the  Equitable  scrambling  to  meet  GIC  and 
other  expensive  obligations.  In  1990,  the  board  booted  out 
Carter  and  replaced  him  with  the  financially  attuned  Jen- 
rette. (Joseph  L.  Dionne,  CEO  of  McGraw-Hill  Inc.,  publisher  of 
BUSINESS  WEEK,  was  a  director  of  the 
Equitable  at  the  time — and  still  is.  And 
this  year,  Jenrette  joined  the  McGraw- 
Hill  board.)  He  could  have  walked  away 
and  spared  himself  the  world-class  has- 
sle. Says  Jenrette,  who  earns  $1.9  million 
yearly  for  his  troubles:  "I  never  wanted 
the  job.  But  it's  not  in  my  nature  to 
leave  things  in  distress." 
'real  thugs.'  For  Bebear,  buying  into 
the  Equitable  fulfills  a  dream  of  making 
Axa  a  global  insurance  powerhouse. 
Now  the  14th-largest  insurer  in  the 
world  and  No.  2  in  France,  Axa  failed  in 
a  1989  bid  to  take  over  California's 
Farmers  Group  Inc.,  a  property-casualty 
provider.  Other  big-leaguers  interested 
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in  the  Equitable,  such  as  American  In- 
ternationa] Group  Inc.,  balked  at  the 
company's  bum  real  estate  assets.  Not 
Axa,  which  was  attracted  by  the  high 
quality  of  many  of  the  Equitable's  prop- 
erties. Axa  is  convinced  that  the  U.  S. 
insurer  has  strong  earnings  potential. 
"We  have  time,"  says  Jean-Claude  Da- 
merval,  head  of  Axa's  international  oper- 
ations. "We  can  wait  out 
a  weak  market."  Axa 
also  likes  the  Equitable's 
upscale  clientele:  Aver- 
age policy  size  is 
$205,000,  vs.*  a  $46,000  in- 
dustry average. 

The  sometimes  rocky 
relations  between  senior- 
Equitable  and  Axa  exec- 
utives were  a  real  chal- 
lenge to  Jenrette's  politi- 
cal skills,  say  people 
close  to  the  company. 
Axa,  which  sets  perfor- 
mance targets  for  the 
Equitable,  regularly 


JENRETTE'S 
ADROITNESS 
HAS  BEEN 
CRUCIAL  IN 
SMOOTHING 
OVER  ROUGH 
SPOTS  IN 
RELATIONS 
WITH  AXA 


sends  its  executives  across  the  Atlantic 
to  check  up  on  their  U.  S.  counterparts. 
Known  as  "French  shadows,"  some  of 
these  visitors  have  upset  the  Americans 
with  harshly  worded  demands  for  infor- 
mation and  coldly  delivered  criticism. 
"Bebear  is  a  likable  guy,"  says  one  Eq- 
uitable officer,  "but  he's  surrounded 
himself  with  real  thugs." 
guessing  games.  Several  Equitable  ex- 
ecutives, who  requested  anonymity,  say 
the  tension  was  worst  right  before  the 
mid-1992  IPO.  Buying  interest  was  tepid, 
and  Axa  was  afraid  the  deal  might  be 
aborted,  harming  its  $1  billion  invest- 
ment. Indeed,  the  per-share  offering 


price  had  to  be  reduced  from  $12  to  $9. 
Jenrette,  however,  worked  hard  to  con- 
vince the  French  that  everything  would 
work  out.  It  is  surely  unfair,  but  a  mea- 
sure of  how  tense  things  got  was  that 
some  Equitable  folks  actually  blamed 
French  shadows  for  the  heart-attack 
death  of  Chief  Financial  Officer  Thomas 
M.  Kirwan,  right  before  the  IPO.  "He 
was  constantly  second- 
guessed,"  says  one  Equi- 
table executive.  "On  top 
of  the  IPO  pressure,  they 
drove  him  nuts." 

A  possible  flare-up 
that  Jenrette  averted 
was  a  dispute  over  DLJ, 
according  to  several 
sources.  They  say  Axa's 
Damerval  pushed  in  late 
1991  to  sell  off  dlj,  or  at 
least  to  deny  it  a  $100 
million  capital  infusion  it 
sought  from  parent  Eq- 
uitable. Reason:  Axa  is 
disturbed  by  the  cycli- 


city  of  the  securities  business.  Jenrette, 
the  sources  say,  went  to  Bebear  and 
nailed  down  solid  support  for  DLJ,  his 
baby.  Damerval  and  Jenrette  deny  that 
any  of  this  occurred.  Yet  Damerval  says: 
"We  are  insurers  primarily,  and  DLJ  is 
on  the  outskirts  of  our  key  priorities." 

For  the  record,  Bebear  and  Jenrette 
insist  that  no  discord  has  occurred  in  the 
Franco-American  partnership.  "There 
are  no  problems,"  says  Bebear.  "It's  not 
complicated  to  work  with  American  peo- 
ple. They  are  multi-ethnic  and  open- 
minded,  unlike  the  British,  who  are  an 
island  [nation].  We  saved  the  company, 
but   we  are  not  trying  to  dominate 


it. . . .  The  people  in  charge  are  good 
pie  who  do  their  best."  Jenrette  saysj 
"has  seen  no  tensions,"  adding  htj 
comforted  because  "Claude  tells  mq 
wants  it  to  be  perceived  as  an  Amerij 
company." 

Axa,  for  now,  has  shown  willingr 
to  continue  pumping  money  into  the 
uitable.  And  that's  despite  the  Fre 
insurer's  own  financial  ups  and  dow 
In  1992,  Axa  suffered  a  35%  drop 
earnings,  to  $301  million,  a  result  of 
recession  in  Europe.-  Nevertheless,! 
boasts  $2.9  billion  cash  on  hand,  wlj 
buys  a  lot  of  flexibility.  On  Apr.  211 
bought  almost  half  of  the  $800  milliori 
convertible  preferred  stock  that  the  ] 
uitable  floated.  "We'll  put  more  in] 
necessary,"  says  Bebear.  "The  Equitaf 
is  a  very  good  company  that  has  11 
some  problems. . . .  We  are  very  had 
with  Dick." 

For  good  reason.  Before  the  FreJ 
showed  up,  back  in  1990  and  early  lj 
when  the  Equitable  seemed  doom 
Jenrette  spent  months  successfully  d 
suading  veteran  agents  to  stay.  His  ci 
tal-raising  acumen  was  taxed  to  the  lii 
in  peddling  the  ipo  to  skeptical  buye 
During  the  grueling  28-city  IPO  r< 
show  last  summer,  Jenrette  talked 
much  he  lost  his  voice. 

Much  of  Jenrette's  time  has  hi 
spent  repairing  the  Equitable's  battel 
balance  sheet.  Take  real  estate.  Sii 
the  Equitable  has  a  well-deserved  re] 
tation  as  an  ace  property  manager, 
foreclosed  on  buildings  he  thought 
could  run  better,  such  as  the  1,500-ro* 
Westin  Bonaventure  hotel,  the  largest 
downtown  Los  Angeles.  And  he  has  s< 
off  some  real  estate  where  prices  did 


THE  OTHER  HOUSES 
THAT  DICK  (RE)BUILT 


ick  Jenrette  came  by  his  passion 
|  for  fine  old  houses  as  a  boy  dur- 
ing twilight  walks  with  his  moth- 
er around  the  leafy  neighborhoods  of  his 
hometown,  Raleigh,  N.  C.  For  his  moth- 
er, the  walks  were  a  way  to  digest  din- 
ner. But  for  her  son,  they  were  a  chance 
to  eye  the  broad  porches  and  white  col- 
umns of  the  grand  Southern  houses. 
"They  were  beautiful,"  he  says. 

Today,  Jenrette  boasts  a  collection  of 
six  houses  that  he  has  lovingly  restored 
and  furnished  with  antiques.  His  red- 
brick neo-Georgian  town  house  off  Man- 
hattan's Park  Avenue  is  filled  with  hand- 
tooled  furniture  from  the  early  1800s, 
before  the  era  of  mass  production. 


Among  his  favorites  is  the  Roper  Man- 
sion, an  1830  Greek  Revival  showpiece  on 
the  Battery  in  Charleston,  S.  C.  Prince 
Charles  was  his  guest  there  in  1990.  In 
all,  the  CEO  and  chairman  of  Equitable 
Cos.  has  refurbished  12  houses,  selling 
off  some. 

sugar  shack.  Rehabbing  mansions  is  an 
expensive  hobby,  of  course.  And  Jen- 
rette's family  was  merely  comfortably 
middle  class.  Fortunately,  Jenrette  ended 
up  in  a  profession  ideally  suited  for  peo- 
ple who  sincerely  want  to  be  rich.  For  a 
time,  while  he  was  at  the  University  of 
North  Carolina,  he  dreamed  of  becoming 
a  sportswriter.  But  the  paltry  living  that 
offered  caused  him  to  abandon  the  notion 
after  graduation  and  follow  his  father 
into  insurance  sales. 

Jenrette's  business  career  started  with 
New  England  Mutual  Life  Insurance  Co. 
in  the  early  '50s.  He  chatted  up  friends 
on  the  Raleigh  social  circuit,  and  when 
they  brought  up  changes  in  their  lives, 


ARCHIPASSION:  IN  HIS  MANHATTAN  TO\ 


such  as  a  new  baby,  he  pounced  o 
with  a  sales  pitch.  "I  was  like  a 
waiting  for  them,"  he  says.  But 
while,  too  many  prospects  turn* 
down,  telling  him  they  would  rat 
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low  that  the  company  would  take 
;ing,  such  as  three  office  buildings 
l;ly  in  Washington.  On  top  of  that, 
cte  has  expanded  the  Equitable's 
able  business  managing  properties 
jnsion  funds  and  other  third  par- 
Plus,  he  has  gradually  diminished 
kmitable's  junk-bond  collection;  it 
ed  from  8.5%  of  the  investment 
>lio  in  1990  to  6%  last  year.  The 
ous  GICs  are  a  problem  that  is  cur- 
self:  The  last  will  expire  in  1994. 
ig  fat.  Like  any  good  turnaround 

Jenrette  has  taken  a  scalpel  to 

He  ended  the  home  office's  daily 
cut  flowers  and  axed  the  fleet  of 
auffeured  limousines.  Layoffs  and 
on  have  sliced  head  count  from 

in  1989  to  5,200  now.  The  most 
g  economy  has  been  combining  the 
fferent  major  computer  systems 
'our,  which  the  company  vows  will 
;n  by  early  1996.  Jenrette  also  has 
nerged  its  two  money-management 

55%-owned  Alliance  with  wholly 
d  Equitable  Capital  Management 
,  which  allowed  him  to  lop  the  corn- 
payroll  by  8%,  or  100  people.  Plus, 
lerger  beefs  up  the  insurer's  capital 
!70  million  because  Equitable  Capi- 
s  part  of  publicly  traded  Alliance, 
can  be  recorded  at  its  full  market 

on  the  Equitable's  books, 
other  of  Jenrette's  money-saving 
s  was  overhauling  the  lush  compen- 
i  system  for  sales  agents — without 
ig  them  away.  The  Equitable's  pop- 
universal-variable  product,  called 
tive  Life,  permitted  policyholders 
:ip  premiums  even  though  agents 
paid  50%  of  first-year  premium  in- 
,  whether  collected  or  not.  The  com- 

ate  the  shortfall.  Incentive  Life 
yanked  in  May,  1992,  and  was  re- 


tie  future  by  purchasing  stocks, 
ig  Jenrette  headed  north  to  Har- 
dness school  and  then  Brown 
Harriman  &  Co.  He  started  Don- 
ufkin  &  Jenrette  Securities  Corp. 
Harvard  pals,  William  H.  Donald- 
sntly  chief  of  the  New  York  Stock 
)  and  Dan  W.  Lufkin  (now  run- 
Partners  LP,  a  private  investment 
ip). 

slling  dlj  to  the  Equitable  in  1985, 
bought  a  200-acre  former  sugar 
i  in  Saint  Croix  called  Cane  Gar- 
g  from  1786.  He  figured  he  would 
m  the  securities  firm  and  devote 
i  overhauling  the  tumbledown  neo- 
greathouse  that  sits  on  a  hill 
ig  the  Caribbean.  Fate  decreed 
.  But  now,  Cane  Garden's  long- 
estoration  is  finally  complete.  The 
's  may  be,  too.  Nonetheless,  there 
•e  other  piles  of  ancient  masonry 
Jenrette's  ministrations. 

By  Larry  Light  in  New  York 


EQUITABLE  PRESIDENT  MELONE:  "THE  ISSUE  FOR  US  IS  GETTING  BACK  THE  MOMENTUM' 


placed  with  two  new  policies,  one  requir- 
ing regular  premium  payments,  the  oth- 
er motivating  agents  to  get  clients  to 
pay  up  by  postponing  part  of  the  com- 
mission until  then. 

No  wonder  the  Equitable  now  is  doing 
a  lot  better.  Since  the  mid-1991  IPO,  Eq- 
uitable stock  has  more  than  doubled,  to 
20.  That  reversed  its  sagging  capital, 
which  bounced  up  by  more  than  a  third 
last  year,  to  $2.2  billion.  With  the  recent 
preferred  sale,  capital  stands  at  just 
over  $3  billion.  Policy  surrenders  are 
down,  along  with  agent  defections.  And 
sales  of  insurance  and  annuities  are  up 
again.  "The  issue  for  us  is  getting  back 
the  momentum  after  the  troubles,"  says 
Joseph  J.  Melone,  company  president, 
whom  Jenrette  lured  from  No.  1  Pruden- 
tial Insurance  Co.  to  oversee  the  sales 
side.  Earnings  are  improving:  1991's 
teeth-cracking  loss  of  $898  million  nar- 
rowed to  $128  million  last  year.  Wall 
Street  predicts  black  ink  for  1993.  Ana- 
lyst Weston  Hicks  of  Sanford  C.  Bern- 
stein &  Co.  says  1993  earnings  per  share 
may  hit  $1,  up  from  a  66<f  loss  last  year. 
shaky  portfolio.  Nevertheless,  no  one 
argues  that  the  Equitable  is  home  free. 
With  vacancy  rates  near  record  levels, 
commercial  real  estate  remains  a  major 
weakness  that  won't  go  away  soon.  The 
Equitable  is  among  the  most  exposed 
insurers  to  property  problems,  both 
from  structures  it  owns  directly  (6.4%  of 


invested  assets  at  yearend  1992,  vs.  3.3% 
for  the  entire  insurance  industry)  and 
mortgages  it  issued  (28.8%,  vs.  19.7%  for 
the  industry).  Almost  half  its  mortgages 
are  in  the  Northeast  or  on  the  West 
Coast,  where  the  real  estate  recession  is 
the  worst  and  shows  little  sign  of  get- 
ting better  for  years  to  come.  Its  prob- 
lem mortgage  loans,  5.7%  of  its  portfo- 
lio, are  double  the  industry  average. 

More  bud  news:  The  Equitable's  at- 
tempts to  unload  its  red-ink-gushing  dis- 
ability business  are  floundering.  Talks 
with  UNUM  Life  Insurance  Co.  of  Ameri- 
ca, the  leader  in  disability  coverage, 
broke  off  on  Mar.  3.  Equally  vexing,  the 
Equitable's  expenses  are  still  among  the 
highest  in  the  insurance  realm  (25.3%  of 
the  premium  dollar,  vs.  11.595  for  the 
industry),  partly  the  fault  of  maintaining 
the  costly  hodgepodge  of  computers. 

Jenrette  is  the  first  to  acknowledge 
that  the  company's  remaining  infirmities 
can  undo  all  the  progress  he's  made: 
"Things  can  always  jump  up  and  bite 
you."  But  credit  Jenrette — with  the  help 
of  his  Parisian  ami — for  engineering  an 
impressive  rebound  so  far.  "If  an  insur- 
er the  size  of  the  Equitable  had  gone 
under,  it  would  have  been  a  national  di- 
saster," says  Jenrette.  Averting  that  will 
stand  as  this  gentlemanly  preservation- 
ist's lasting  legacy. 

By  Larry  Light  in  New  York,  with 
Charles  Hoots  in  Paris 
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It  denies  wrongdoing,  but  Panamanian  debt  trades  raise  questions 


BANKING 


TROPICAL  HEAT 
AT  CITIBANK 


Debt  issued  by  Panama  is  a  tiny 
slice  of  the  huge  less-developed- 
country  (LDC)  debt  market.  But 
lately,  it  has  accounted  for  a  good  por- 
tion of  the  fireworks — including  allega- 
tions of  questionable  trading. 

Fireworks  are  not  uncommon  in  the 
LDC  debt  market,  which  can  be  highly 
volatile  and  acutely  susceptible  to  the 
rumor  mill.  The  Federal  Reserve  and  the 
Manhattan  district  attorney  recently  be- 
gan checking  into  possibly  improper 
trading  practices  (BW — Mar.  15).  Over- 
sight of  the  market,  while  strengthened 
over  the  past  two  years,  remains  frag- 


mented, and  the  laws  and  regulations 
governing  trading  sometimes  are  fuzzy. 

Panamanian  debt  is  part  of  the  mar- 
ket for  "exotics,"  the  debt  of  small  coun- 
tries, in  which  trading  is  especially  illi- 
quid and  subject  to  wild  price  swings. 
The  untamed  nature  of  the  Panamanian 
debt  market  was  painfully  apparent  to 
traders  in  late  April,  when  prices  rose 
nearly  107',  only  to  fall  more  sharply  as 
speculation  about  the  favorable  outcome 
of  debt-restructuring  talks  between  Pan- 
amanian officials  and  the  country's  cred- 
itor banks  proved  incorrect. 

Some  traders  still  are  licking  their 
wounds.  And  they're  pointing  accusing 
fingers  at  one  LDC  debt  trader,  Shankar 
Narayan,  then  with  Citicorp.  As  first  re- 
ported by  Reuters  on  May  3,  Citicorp 
appeared  to  be  one  of  a  few  banks  "in 
the  forefront"  of  the  price  move.  Citi- 
corp also  led  the  group  of  bank  lenders 


in  the  Panamanian  debt  negotiations, 
and  some  traders  suspect  that  informa- 
tion from  the  talks  leaked  out  to  debt 
traders.  Both  Narayan  and  Citicorp  ve- 
hemently deny  any  wrongdoing. 
upswing.  Market  prices  for  Panamanian 
debt  began  to  rise  last  month,  as  LDC 
debt  traders  awaited  an  Apr.  20  negoti- 
ating session  between  Panama  and  its 
creditor  banks.  Traders  hoped  Panama, 
which  owes  billions  to  foreign  banks  and 
other  creditors,  might  soon  resume  mak- 
ing interest  payments  on  its  debt.  With 
the  market  anticipating  good  news,  the 
country's  unrefinanced  debt — the  por- 


tion of  the  debt  that  has  not  been  rene- 
gotiated with  Panama's  creditors — 
opened  for  trading  on  Apr.  16  at  33%<t 
on  the  dollar,  according  to  Swiss  Bank 
Corp.,  and  rose  during  the  day.  The  price 
continued  to  climb  gradually  on  Monday, 
Apr.  19.  Late  that  day,  a  wire-service 
story  flashed  on  traders'  screens.  Citing 
an  unnamed  Panamanian  source,  the  sto- 
ry said  the  Panamanian  government 
"will  announce  this  week  that  it  intends 
to  resume  partial  interest  payments 
'sometime  in  the  near  future.'  " 

On  Apr.  20,  Panamanian  debt  prices 
rose  again.  The  next  morning,  the  unre- 
financed debt  was  trading  around  35<t  on 
the  dollar.  "There's  no  cash  flow  coming 
out,  so  the  only  thing  that  drives  [prices] 
is  stories"  about  the  prospect  of  interest 
payments  and  the  like,  says  Peter  N. 
Marber,  a  director  in  the  emerging-mar- 
kets trading  and  finance  group  at  Swiss 


Bank.  "You  buy  the  caterpillar  hopi 
it'll  turn  into  a  butterfly." 

Unfortunately  for  buyers  of  Panar 
nian  debt,  the  restructuring  talks  accc 
plished  little.  When  the  talks'  outco 
was  reported  by  news-wire  stories  1; 
on  Apr.  21,  Panamanian  debt  prices  f< 
By  Apr.  28,  the  debt  was  trading  as  li 
as  29%$  on  the  dollar.  "It  was  kind 
wild  and  woolly  there  for  a  couple 
days,"  says  Timothy  L.  Grozier,  a  mi 
ager  at  Tullett  &  Tokyo  Forex  Inc. 

Rumors  began  swirling  that  Naray 
had  been  selling  Panamanian  debt 
Apr.  21,  before  reports  that  the  tal 
had  been  inconclusive.  One  investor 
calls  getting  a  call  from  Citi  sometin 
after  noon  on  Apr.  21,  looking  for  a  q 
on  one  type  of  Panamanian  debt.  Whj 
the  investor  quoted  a  price  close  to  9 
on  the  dollar,  the  Citi  trader,  the  invil 
tor  says,  took  the  offer  and  sold  t 
investor  debt  with  a  face  value  of 
million.  Other  investors  and  traders  i 
count  similar  stories.  "Everyone  w 
asking  each  other  what  the  hell  was  g 
ing  on,"  says  one.  Narayan  left  for 
vacation  soon  afterward.  After  retui 
ing  on  May  3,  he  announced  he  was  lea 
ing  Citicorp  for  another  positio 
Sources  say  he  will  probably  go 
Banco  Santander,  where  he  will  join  I 
former  boss  at  Citicorp,  Hari  Harihara 
strict  rules.  Both  Namyan  and  Citico 
emphatically  say  there  was  no  improp 
trading.  "I  clearly  and  unequivocal 
deny  all  allegations  in  the  market,"  sa; 
Narayan.  "If  people  are  upset,  it  is  h 
cause  they  are  worse  traders  than  I 
And  the  Citicorp  spokesman  says  ti 
bank  carefully  checked  Narayan's  tra 
ing  records  and  found  nothing  impropd 
"We  have  investigated  the  allegatioi 
and  found  no  substance  to  them." 

There  is  no  evidence  that  Narayan  hj 
access  to  privileged  information  aboi 
the  restructuring  talks.  Citicorp  hi 
strict  rules  constraining  debt  trader 
personal  trading  activities  and  limitir 
interaction  between  traders  and  debt  n 
gotiators.  And  Narayan  certainly  had  a 
cess  to  plenty  of  public  information  th; 
could  have  made  him  decide  to  sell  Pan 
manian  debt  before  other  traders  di 
For  example,  it's  public  knowledge  th; 
Panama  will  hold  elections  next  yea 
and  experts  say  countries  don't  oft* 
commit  to  a  debt  restructuring  with  i 
election  on  the  way.  As  for  Narayan 
departure,  the  Citi  spokesman  calls  ti 
timing  "entirely  coincidental.  We're  so 
ry  to  lose  him,  and  we  wish  him  well. 

The  price  of  Panamanian  debt  has  r 
cently  stabilized  at  around  30<J  on  tr 
dollar.  But  that's  small  consolation  1 
the  LDC  traders  for  whom  Panamanis 
debt  proved  to  be  just  a  little  too  exoti 
By  Kelley  Holland  in  Neu  Yoi 
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PANAMANIAN  DEBT'S  WILD  RIDE 


Wire  story  says  Panama  will 
pay  interest  on  its  debt 
"sometime  in  the  near  future' 


Wire  story  after  the  end 
of  the  trading  day  reports 
Panama  will  not  pay 
interest  on  debt  in  1993 


Panama  begins  debt  j 
negotiations  with  its 
commercial  banks 


PRICE  AS  A  PERCENT  OF  FACE  VALUE  FOR  UNREFINANCED  PANAMANIAN  DEBT 
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irers  may  do  well  on  AIDS 
erage  for  health  workers 


perating  on  patients  with  HIV, 
the  virus  that  causes  aids,  is 
routine  for  the  50  doctors  in  the 
ersity  of  Wisconsin  Hospital's  sur- 
wing.  And  while  Surgical  Adminis- 
jr  Kevin  McMahon  can't  assure  the 
)rs  that  they  won't  be  infected  with 
he  has  found  a  way  to  lower  their 
is  level.  Last  year,  he  arranged  for 
nospital  to  purchase  a  disability  in- 
nce  policy  targeted  to  health-care 
:ers  at  risk  of  catching  HIV.  If  doc- 
can  no  longer  see  patients  because 
've  been  infected  with  the  virus,  the 
y  will,  for  a  time,  make  up  for  their 
of  income.  Says  McMahon:  "It  gives 
1  some  peace  of  mind." 
>r  years,  insurers  shied  away  from 
ring  explicit  AIDS  coverage,  though 
iisease  is  included  in  many  umbrella 
fility  policies.  To  insurers,  the  risks 
led  both  large  and  difficult  to  quan- 
Now,  after  years  of  prodding  by 
Jators,  insurers  are  finally  entering 
market.  At  least  two  dozen  have  re- 
ly unveiled  or  are  developing  disabil- 
iolicies  aimed  at  health-care  workers 
sk  of  being  infected  with  HIV. 
!M  welcome.  Insurers  aren't  simply 
onding  to  pressure:  The  AIDS  market 
i  be  very  lucrative.  While  aids  dis- 
ty  policies  pay  benefits  even  if  the 
3  isn't  transmitted  at  work,  the  inci- 
e  of  health-care  workers  being  in- 
id  with  AIDS,  on  or  off  the  job,  is 
low.  Insurers  also  hope  the  new 
uct  will  give  them  an  inside 
i  on  offering  other  policies 
le  ever  burgeoning  number 
lealth-care  workers.  And  if 
aolicies  are  profitable,  insur- 
lope  to  sell  them  to  other  at- 
groups,  such  as  police  offi- 
or  firefighters, 
le  new  policies  are  getting  a 
n  welcome.  Although  it  has 
begun  to  market  a  policy 
jrwritten  by  UNUM  Life  In- 
nce  Co.  in  Portland,  Me., 
American  Hospital  Assn.'s 
ranee  unit  says  1,000  hospi- 
have  expressed  interest. 
;r  this  year,  the  Health  In- 
.nce  Assn.  is  expected  to  rec- 
lend  a  basic  AIDS  disability 
:y  for  its  members  to  sell, 
ler  than  criticizing  insurers 


for  preying  on  workers'  fears,  consumer 
advocates  and  regulators  endorse  the 
coverage.  AIDS  policies  could  encourage 
infected  workers  to  come  forward  earli- 
er, says  Connecticut  Insurance  Commis- 
sioner Robert  R.  Googins. 

Statistics  point  to  a  market  with  a  lot 
of  profit  potential.  Of  the  estimated  1.5 
million  residents  in  the  U.  S.  infected 
with  HIV,  only  36  are  health-care  employ- 
ees who  were  infected  at  work.  And  out 
of  5.6  million  health-care  workers  in  the 
country,  just  8,000  have  caught  the  vi- 
rus. Insurers  think  the  statistics  will  get 
even  better,  because  of  new  Occupation- 
al Safety  &  Health  Administration 
guidelines  that  require  new  safety  pre- 
cautions in  health  care. 

Insurers  are  surprised  and  encour- 
aged by  the  low  claims  level.  UNUM,  a 


WHY  INSURERS  ARE  TARGETING 
 MEDICAL  WORKERS 

SUBSTANTIAL  PROFIT  POTENTIAL  Risks  seem  low  relative 
to  premiums.  Of  the  estimated  1 .5  million  cases  of  AIDS  in 
the  U.S.,  only  36  are  health-care  workers  infected  at  work, 
says  the  Centers  for  Disease  Control. 

OPPORTUNITY  TO  CROSS-SELL  Selling  AIDS  disability  cov 
erage  gives  insurers  a  chance  to  sell  such  other  products  as 
life  insurance  to  predominantly  white-collar  medical  work- 
ers, an  attractive  market.  Policies  could  also  be  offered  to 
other  workers  with  exposure  to  HIV — police  officers  or  fire- 
fighters, for  example. 

GOOD  PUBLIC  RELATIONS  Companies  are  seen  as  helping 
doctors,  nurses,  and  other  health-care  workers.  Consumer 
advocates  say  the  coverage  may  also  encourage  workers 
with  policies  who  develop  AIDS  to  tell  employers  sooner. 


leading  provider  of  disability  insurance, 
found  that  costs  didn't  rise  as  quickly  as 
it  had  expected.  Because  of  that,  the 
company  decreased  reserves  for  AIDS 
claims  by  $4.4  million  during  the  last 
three  months  of  1992. 

Such  coverage  is  not  without  risk  for 
insurers.  The  level  of  claims  is  "still  a 
big  unknown,  and  actuaries  don't  like 
unknowns,"  says  Don  Ainge,  executive 
vice-president  of  Medical  Group  Insur- 
ance Services  Inc.  in  San  Jose,  Calif., 
which  offers  the  policies.  Others  point  to 
$1.3  billion  in  payments  from  life-  and 
health-insurance  coverage  in  1991  as  a 
result  of  AIDS  cases.  That  brought  total 
benefits  paid  since  1986  to  $4.9  billion. 
AIDS  disability  coverage  could  ring  up 
similar  numbers,  some  insurers  argue. 
AIDS  policies,  though,  limit  insurers' 
potential  exposure.  Policies 
from  ITT  Hartford  Life  Insur- 
ance Co.  call  for  a  six-month 
wait  before  enrollees  can  re- 
ceive benefits.  "We  did  not  want 
to  get  a  lot  of  small  groups  with 
known  claims  essentially  buying 
a  policy  to  get  benefits,"  says 
John  D.  Wiggin,  an  assistant 
vice-president  overseeing  ITT 
Hartford's  AIDS  disability  cover- 
age. Connecticut  Mutual  Life  In- 
surance Co.'s  policy  limits  bene- 
fits to  two  years  after  a  worker 
tests  positive. 

After  years  of  dragging  their 
feet,  insurers  may  find  that 
aids  policies  could  be  an  allur- 
ing double  play:  good  public  re- 
lations— and  even  better  profits. 
By  Chris  Roush  in  Hartford 
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THIS  BARE-BONES 
BROKER  LOOKS 
PRETTY  JUICY 


E 


Iver  heard  of  Waterhouse  Inves- 
tors Services?  If  you  haven't, 
I  you're  not  alone.  Although  its 
shares  trade  on  the  Big  Board,  Water- 
house  is  little-known  on  the  Street,  and 
institutional  ownership  of  the  stock  is 
almost  nil.  But  that's  just  dandy  with 
money  manager  Bill  Astrop,  whose 
forte  is  finding  overlooked  small-  to 
mid-cap  stocks  with  strong,  predictable 
growth  rates. 

Astrop  has  been  accumulating 
shares  mainly  because  he  likes  Water- 
house's  niche  operation:  the  no-frills, 
deep-discount  brokerage  business.  The 
commission  fees  are  707  below  those 
of  Merrill  Lynch  and  307'  lower  than 
those  of  discounters  Charles  Schwab  or 
Quick  &  Reilly,  says  Astrop,  though 
the  other  brokers  offer  far  more  ser- 
vices than  Waterhouse  does.  Astrop 
believes  Waterhouse's  only  real  com- 
petitor in  the  deep-discount  business  is 
a  privately  owned  West  Coast  company 
called  Pacific  Securities. 

"Waterhouse  operates  with  a  lino- 
leum-floor mentality — they  don't  have 
secretaries,  and  they  don't  consider 
themselves  investment  bankers  or  any- 
thing glamorous,"  explains  Astrop. 
Most  of  the  company's  more  than  300 
employees  are  young  men  and  women 
"order-takers"  who  just  take  buy  and 
sell  orders,  mainly  by  phone.  Water- 
house  currently  has  about  400,000  cli- 
ents, mostly  individual  investors  who 
manage  their  own  portfolios. 
branching  out.  Waterhouse  plans  to 
add  15  outlets  by  yearend  in  such  cities 
as  Honolulu,  Palm  Beach,  and  Oklaho- 
ma City.  It  currently  has  40  branches 
in  major  cities  in  24  states. 

For  its  most  recent  quarter,  which 
ended  Feb.  26,  the  company  reported  a 
407'  jump  in  earnings,  to  $4.2  million, 
or  70$  a  share  (adjusted  for  a  stock 
split  in  March),  vs.  50<f  a  year  earlier. 
Revenues  jumped  357",  to  $22.3  million. 

Astrop  says  even  if  the  overall  stock 
market  simply  remains  stable,  Water- 
house  should  earn  $2.25  a  share  in  the 
year  ending  Aug.  31  and  $3.50  next 
year,  up  from  1992's  $1.40.  He  figures 
revenues  should  advance  to  $100  mil- 
lion by  next  year,  up  from  an  estimat- 
ed $75  million  for  this  year  and  $55 
million  last  year. 
The  stock  is  trading  at  a  price-earn- 
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ings  ratio  of  10,  vs.  Schwab's  14,  notes 
Astrop.  Chairman  and  CEO  Lawrence 
Waterhouse  owns  some  257"  of  the 
stock,  which  has  climbed  from  10  in 
October  to  as  high  as  23  in  April.  Now 
trading  at  18%,  the  stock  "is  the  easi- 
est double  that  I  see"  over  the  next  12 
to  18  months,  says  Astrop. 


TAKING  THE  PULSE 
OF  U.S.  SURGICAL 


There  would  seem  to  be  no  good 
reason  for  anybody  to  jump  into 
the  washed-out  shares  of  U.  S. 
Surgical,  the  pioneer  in  developing  la- 
paroscopic instruments.  The  stock  has 
been  in  a  downspin  since  the  beginning 
of  1992,  when  it  traded  at  $120  a  share. 
By  January,  1993,  it  was  down  to  75, 
and  some  people  thought  the  mighty 
highflier  had  finally  hit  bottom. 
Wrong.  In  April,  the  company  said  hos- 
pital orders  for  its  equipment  have 
slowed,  which  will  affect  second-  and 
third-quarter  results.  So  most  analysts 
have  cut  their  1933  and  1994  estimates. 
The  stock  currently  trades  at  35. 

So  why  are  some  pros  now  buying 
heavily?  Money  runners  Keith 
Schneider  and  Clarence  Bartow,  man- 
aging partners  at  Garrison  Partners, 
aren't  daredevil  speculators,  but  they 
have  been  scooping  up  shares  of  U.  S. 
Surgical  in  recent  days.  Garrison's  pro- 
prietary "pattern-recognition  tech- 
nique" has  identified  the  company  as  a 
"compelling  buy"  because  of  a  "rever- 
sal" in  its  volume  and  direction,  says 
Schneider.  This  signal,  he  says,  sug- 
gests that  the  stock  is  on  its  way  to  50 
over  the  near  term. 
Schneider  says  the  buy  signal  coin- 


cides with  the  budding  rally  in  the  d< 
pressed  medical  stocks.  He's  convince! 
that  U.  S.  Surgical  will  lead  the  grouj' 
on  the  upside.  Garrison's  system  sij, 
naled  a  weakening  in  Intel  in  earl], 
April — several  days  before  the  stocjl 
skidded  13  points  in  one  day. 

One  fund  manager  expects  earning 
of  $1.95  to  $2  a  share  this  year — we| 
above  most  estimates.  And  U.  S.  Surgj 
cal  Chairman  Leon  Hirsch  insisted  ril 
cently  that  the  high  end  of  the  Street'* 
estimate  of  $1.15  to  $1.90  a  share  "iJ 
more  realistic  than  the  low  end." 


AN  ALL-NIGHT 
SPERMICIDE? 


For  a  money-losing  young  pharma 
ceutical  company,  Columbia  Lab 
oratories  has  been  attracting 
some  smart-money  pros  of  late,  includ 
ing  Stanley  Knowlton  of  Knowltoi 
Bros.,  whose  firm  took  a  5.37  stake 
and  Bill  Hopke  of  Dominion  Capita 
(and  an  outside  director  of  Columbi; 
Labs),  who  owns  close  to  57". 

Here's  why:  The  company,  which  has 
shifted  its  focus  in  the  past  year  to 
ward  women's  health-care  products,  ii 
said  to  be  ready  to  sign  a  marketing 
agreement  with  a  U.  S.  pharmaceutical 
giant.  The  contract  is  for  one  of  Colum 
bia's  new  products,  a  spermicide  callec 
Advantage-24,  which  appears  to  be  ef 
fective  for  12  to  24  hours.  It  has  beer 
undergoing  clinical  tests  at  the  Univer 
sity  of  Southern  California,  Britain's 
University  of  Manchester,  and  Tokyc 
University.  Columbia  President  anc 
CEO  Norman  Meier  says  the  companj 
is  talking  with  several  drugmakers. 

One  analyst  says  there  are  early  in 
dications  that  the  spermicide  also  pro 
vides  protection  against  sexually  trans- 
mitted diseases.  This  source  expects 
sales  of  Advantage-24  to  start  late  this 
year  overseas,  possibly  in  Europe,  anc 
in  the  U.  S.  by  next  year. 

One  pro  expects  the  company  to  be 
come  profitable  this  year.  He  bases  his 
estimate  on  the  worldwide  licensing  ar- 
rangements for  Replens,  Columbia's 
first  product,  which  went  on  sale  ir 
early  1992.  Replens  is  a  vaginal  mois- 
turizer that  Columbia  markets  with 
Warner-Lambert  in  the  U.  S.  and  with 
Johnson  &  Johnson  in  Belgium  and  Ita- 
ly. Evan  Sturza,  editor  of  Sturza'i 
Medical  Investment  Letter,  who  rates 
the  stock  as  a  strong  buy,  expects  Co- 
lumbia to  earn  20$  a  share  next  year 
One  money  manager  who  has  been  ac- 
cumulating shares  sees  the  stock,  now 
at  4%,  hitting  10  in  a  year. 
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FINAi 


At  Schwab, 
[hese  Well-Known  Mutual  Funds 
Have  3  Things  In  Common. 


Founders 


Dreyfus 


Neuberger  L- 

&BERMAN 


L1 


NO  LOADS. 


2! 


NO  FEES. 


1 


THE  SAME 
PHONE  NUMBER. 


Charles  Schwab 

1-800-442-5111 


JANUS         NEUBERGER  STEINROE 

INVESCO     &  BERMAN  FOUNDERS 

SCHWAB      DREYFUS  CAPP1ELLO- 

BERGER  RUSHMORE 


■ 


Now,  thanks  to  Charles 
Schwab,  you  can  buy  no-load 
mutual  funds  from  leading  fund 
companies  with  a  single  phone 
call.  It's  that  easy.  One  call  to 
Schwab  and  you  can  choose  from 
over  90  well-known  no-load 
mutual  funds  with  proven  track 
records. 

And,  you  can  pick  from  a 


wide  variety  of  top-performing 
funds  without  paying  any  loads, 
transaction  fees  or  commissions. 

What's  more,  with  Schwab, 
you  can  take  advantage  of  our 
convenient,  24-hour  access  to 
mutual  fund  specialists.  Plus,  no 
matter  how  many  different  funds 
you  own,  you'll  receive  a  single, 
easy-to-understand  statement. 


To  find  out  more  about  how 
to  buy  mutual  funds  at  Charles 
Schwab,  stop  by  your  local  office 
or  call  the  only  number  you  now 
need  to  know: 

1-800-442-5111  ext.  451. 

Charles  Schwab 

Helping  Investors  Help  Themselves1 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds  Shares  purchased  without  such  fees  may  always  be 
sold  without  transaction  fees  If  you  make  5  or  more  short-term  redemptions  ol  NTF  funds  in  a  12-month  period,  you  will  be  charged  fees  on  your  future  mutual  fund  trades 
A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less  Charles  Schwab  &  Co ,  lnc  ©  1993  Member  S1PC/NYSE 
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SOFTWARE  I 


THE  GLITCH 

AT  WORDPERFECT 


It's  changing  its  nice-guy  strategy  to  fight  back  against  Microsoft 


I  n  November,  1991,  top  management 
I  realized  things  weren't  so  perfect  at 
■  WordPerfect.  The  No.  1  maker  of 
word  processing  software  was  under  at- 
tack from  a  surging  Microsoft  Corp. 
Chairman  Bruce  W.  Bastian  began  to 
wonder  if  WordPerfect  Corp.'s  manage- 
ment team,  famous  for  its  Mr.  Nice  Guy 
approach,  had  what  it  took  to  fend  off 
the  king  of  the  hill.  Via  an  electronic- 
mail  message,  Bastian  put  it  to  Presi- 
dent Alan  C.  Ashton  and  Vice-President 
Pete  Peterson:  "Are  we  the  right  people 
to  lie  directing  this  company?"  Peter- 
son, who  had  been  running  operations 
for  12  years,  was  blunt:  "I 
know  I  am.  But  I  don't 
know  about  you." 

Thus  began  the  uphea- 
val that's  still  transform- 
ing WordPerfect.  Since  its 
founding  in  1979,  the  com- 
pany has  been  a  collegial, 
if  insular,  place.  In  Orem, 
Utah,  far  from  Silicon  Val- 
ley, WordPerfect  has  op- 
erated like  one  giant  ex- 
tended family.  Its  primary 
objectives,  according  to  its 
mission  statement:  "To 
conduct  business  fairly, 
honestly,  profitably,  and 
courteously,  while  avoid- 
ing debt  and  extravagance."  An  admir- 
able approach,  but  a  bit  timid  for  a  half- 
billion-dollar  company  that,  just  as  it's 
laying  plans  to  go  public,  finds  its  lead 
threatened  by  mighty  Microsoft.  "We 
need  to  be  No.  1,"  says  Ashton.  "We 
need  to  be  aggressive." 
hot  flight.  The  electronic  spat  between 
Peterson  and  Bastian.  who  also  happen 
to  be  brothers-in-law,  has  set  off  an  ava- 
lanche of  change.  Within  four  months, 
Peterson  was  out  and  replaced  by  a  sev- 
en-member executive  committee,  includ- 
ing co-founders  Bastian  and  Ashton  and 
five  top  managers.  The  company  hired 
its  first  chief  financial  officer.  WordPer- 
fect is  coming  out  of  its  shell,  forming 
partnerships,  making  acquisitions,  and 
trying  to  expand  beyond  word  process- 
ing, which  accounts  for  80%  of  revenues. 


Bastian  won't 

discuss  the 
timing  of  an  ipo, 
but  he  and 
Ashton  are 
expected  to  sell 
a  20%  stake  in 
the  company  to 
the  public 


These  moves  didn't  come  soon  enough 
to  head  off  problems  in  1992.  Prelimi- 
nary figures  from  market  researcher 
Dataquest  Inc.  show  that  last  year,  Mi- 
en '-<  ill  took  o\  er  l  he  No.  1  sli  >i  in  1  he 
$1.7  billion  word  processing  market,  with 
46%  compared  with  WordPerfect's  32% 
(chart).  WordPerfect  disputes  those  num- 
bers but  acknowledges  its  share  slipped 
because  it  was  slow  to  respond  in  May, 
1990,  when  Microsoft  unveiled  the  Win- 
dows 3.0  "environment."  Microsoft  had  a 
3.0  version  of  Word  for  Windows  that 
July,  and  it  now  has  53%  of  the  Win- 
dows market.  WordPerfect  for  Windows 
arrived  16  months  later  to 
so-so  reviews.  An  im- 
proved version  followed  a 
year  later,  but  the  dam- 
age was  done:  Its  share 
is  just  313/o,  Dataquest 
says.  "WordPerfect  missed 
the  party,"  crows  Pete 
Higgins,  Microsoft's  sen- 
ior vice-president  for 
desktop  applications. 

The  lost  ground  shows 
up  in  the  company's  bot- 
tom line.  While  WordPer- 
fect does  not  disclose  its 
results,  insiders  say  reve- 
nue dropped  by  more 
than  5%,  to  about  $550 
million,  in  1992.  Worse,  the  cost  of  about 
1,000  new  workers  helped  compress  op- 
erating profits  by  50%,  say  insiders.  At 
about  $130,000  in  sales  per  employee, 
WordPerfect  is  now  the  most  inefficient 
of  the  top  PC  software  makers,  says  Soft 
Letter,  a  newsletter. 

That's  especially  awkward  when  the 
company  is  contemplating  an  initial  pub- 
lic offering.  Investment  bankers  who 
have  seen  the  books  confirm  the  ane- 
mic 1992  but  remain  eager  to  take  the 
company  public— perhaps  as  early  as  this 
summer— because  they  feel  the  turn- 
around is  under  way  and  could  acceler- 
ate when  key  new  products  arrive  later 
this  year.  In  the  first  quarter,  insiders 
say,  revenues  jumped  more  than  20% 
because  of  the  improved  WordPerfect 
tor  Windows.  Bastian  says  that  an  Il'o  is 


likely  but  won't  discuss  the  timing.  . 
and  Ashton  each  own  50%  of  the  com] 
ny  and  are  expected  to  sell  a  20%  sta 
to  the  public  for  $200  million  to  $J 
million. 

The  signs  of  an  impending  IPO  i 
everywhere.  The  company  is  seeking 
first  outside  directors,  and  CFO  E 
Campbell  has  changed  accounting  fri 
a  cash  basis  to  the  more  customary  acc 
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iroach.  He  also  says  Morgan  Stan- 
Co.  has  been  retained  as  "financial 
jrs."  It's  one  of  several  firms  vying 
e  WordPerfect  underwriting.  Last 
mber,  when  company  executives 
:o  New  York  to  meet  with  under- 
rs,  they  found  themselves  sur- 
led  by  investment  bankers  from 
an  Stanley,  Goldman  Sachs,  and 
ill  Lynch  who  had  obtained  the 


BASTIAN  AND  ASHTON  SEE 
THEMSELVES  AS  SOFTWARE 
DEVELOPERS  RATHER  THAN 
BUSINESSMEN 

flight  number.  The  flight 
became  a  cross-country 
lobbying  session.  Says 
one  of  the  bankers: 
"This  is  expected  to  be 
one  of  the  largest  tech- 
nology offerings  ever." 
Microsoft's  1986  IPO 
raised  just  $61  million. 
proud  papas.  Living  up 
to  Wall  Street's  expec- 
tations could  mean  some 
more  growing  up  for 
WordPerfect's  manage- 
ment. Neither  Ashton, 
51,  nor  Bastian,  45,  had 
much  management  expe- 
rience before  teaming  up 
in  1977.  Ashton  was  a 
computer-science  teach- 
er at  Brigham  Young 
University,  and  Bastian 
was  his  graduate  stu- 
dent. Their  collaboration 
led  to  the  WordPerfect 
package  that  by  the 
mid-1980s  was  the  top 
seller.  "We  don't  claim 
to  be  innovative  busi- 
nessmen or  innovative 
money  managers,"  says 
Bastian.  "We  see  our- 
selves as  innovators  in 
software  development." 

The  problem  lately 
has  been  getting  prod- 
ucts finished.  Like  oth- 
er software  makers, 
WordPerfect  has  found 
the  shift  to  Windows 
tricky.  An  electronic-mail 
program,  key  to  the  di- 
versification effort,  was 
due  early  this  year  and 
is  now  slated  for  sum- 
mer. A  presentations 
package  due  in  Novem- 
ber has  slipped  until 
summer.  Ditto  for  an 
update  of  WordPerfect 
for  MS-Dos.  "We  can't 
seem  to  get  a  product 
out  the  door,"  frets  one 
salesman.  "The  problem  is  that  Alan  and 
Bruce  are  nice  guys  and  they  can  never 
say:  'Get  it  done  or  else.'" 

To  be  sure,  Ashton  and  Bastian  are 
not  whip-crackers.  Despite  its  size,  the 
company  has  operated  like  a  giant  mom- 
and-pop  shop.  Everything  was  paid  for 
in  cash.  All  products  were  homegrown  in 
the  red-brick  buildings  owned  by  Word- 
Perfect. Most  of  the  5,600  employees 


are  of  Utah  stock  or  hired  out  of  Brig- 
ham  Young.  That  has  meant  a  company 
dominated  by  the  Mormon  emphasis  on 
hard  work  and  large  families.  Like  proud 
papas,  Bastian  and  Ashton  bestowed 
company  cars  and  generous  salaries. 
When  sales  reached  $100  million  in  1987, 
employees  and  spouses  were  whisked 
to  Hawaii.  Yet  in  the  market,  the  compa- 
ny eschewed  flashy  ads,  acquisitions, 
and  alliances.  And  never  was  there  a 
disparaging  word  said  about  a  rival. 

Piather  than  chuck  the  nice  stuff,  Bas- 
tian and  Ashton  are  adding  new  tricks. 
They're  speeding  up  programming  and 
are  spending  gobs  of  money  on  market- 
ing, including  the  company's  first  na- 
tional TV  ads.  In  its  new  print  ads,  the 
company  is  biting  back  at  Microsoft.  "In 
the  past,  our  major  goal  in  life  was  to  be 
nice  guys,"  says  John  C.  Lewis,  a  senior 
vice-president.  "But  last  year  we  had  a 
business  catharsis  and  asked  ourselves: 
Does  that  also  mean  we  have  to  be  qui- 
et? We  have  to  appear  weak?" 
SLOW  MOVES.  Another  change:  Word- 
Perfect has  started  to  reach  out  to  other 
companies.  It  has  spent  some  $20  million 
acquiring  three  small  software  makers. 
Last  month,  it  teamed  up  with  Borland 
International  Inc.  to  offer  customers  a 
deep  discount  on  a  so-called  "suite"  of 
Windows  packages,  including  WordPer- 
fect and  Borland's  spreadsheet  and  data- 
base software.  It's  an  important  defen- 
sive move  since  40%  of  Microsoft  Word 
sales  are  in  such  bundles.  On  May  4, 
Microsoft  upped  the  ante  with  a  new 
suite  including  a  data-base  program. 

While  WordPerfect  now  may  be  mak- 
ing the  right  moves,  skeptics  still  worry 
that  a  seven-man  executive  committee 
could  prove  cumbersome.  The  deal  with 
Borland,  which  took  a  year  to  negotiate, 
could  have  been  done  in  a  few  months, 
critics  say.  Similarly,  a  former  execu- 
tive complains  that  a  licensing  and  main- 
tenance program  for  big  corporate  buy- 
ers took  seven  months.  Ashton  counters 
that  the  record  will  prove  that  the  com- 
mittee, not  a  single  executive,  is  the 
best  way  to  run  WordPerfect. 

Peterson  remains  one  of  the  chief 
skeptics.  He  sold  his  1%  stake  back  to 
the  founders  last  year  and  now  observes 
the  company  from  his  home,  directly 
across  from  WordPerfect's  campus.  "The 
problem  is  pretty  simple,"  says  Peterson, 
who  is  launching  a  new  software  startup 
and  writing  a  book  about  WordPerfect. 
"You  have  a  company  founded  by  de- 
velopers. At  some  point  in  time,  it 
doesn't  work.  You  have  to  get  those 
products  out  the  door.  Maybe  they  need 
a  kick  in  the  seat  of  the  pants."  By  now, 
though,  WordPerfect  has  had  several. 

By  Kathy  Rebello  in  Orem,  Utah 
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TAKE  15%  OF  BIG 
BLUE'S  AUSTIN 
OUTPUT,  UP  FROf 
ZERO  LAST  JULY 


FARMING  OUT  WORK 
— TO  IBM,  DEC  NCR 


••• 


'Contract  manufacturing'  has  become  the  province  of  giants 


w 


hat's  a  computer  maker  to 
do?  With  sales  of  such  "big 
iron"  as  mainframes  and  mini- 
computers declining,  the  massive  plants 
erected  to  build  them  can't  he  kept  busy. 
Assembling  personal  computers  from  a 
handful  of  microchips  and  other  prefab 
parts  certainly  won't  do  the  job.  The 
result:  increasingly  idle  factories,  many 
of  which  are  doomed  to  be  shut  down. 

IBM,  Digital  Equipment  Corp.,  and 
other  big  computer  makers  have  found  a 
better  idea:  Instead  of  closing  under- 
used plants,  laying  off  workers,  and  wip- 
ing out  earnings  with  costly  write- 
downs, they're  keeping  factories  open 
by  building  products  for  other  compa- 
nies—sometimes for  direct  competitors. 
Such  "contract  manufac- 
turing" has  been  stan- 
dard procedure  in  the 
electronics  business  for 
decades,  but  until  re- 
cently, the  Big  Blues  of 
the  world  have  farmed 
the  work  out— not  taken 
it  in. 

It  may  seem  like  a 
comedown,  but  the  $17 
billion  contract  manufac- 
turing market  repre- 
sents a  welcome  oppor- 
tunity. The  business  is 
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growing  more  than  10%  annually,  says 
market  researcher  Technology  Forecast- 
ers Inc.  in  Berkeley,  Calif.,  which  also 
says  the  business  has  stable,  aftertax 
returns  of  5%.  Plus,  by  building  for  oth- 
ers, a  company  can  hone  its  manufactur- 
ing skills  and  sell  more  electronic  compo- 
nents of  its  own. 

For  the  newcomers,  the  challenge  is 
to  learn  the  business  fast  enough  to 
compete  with  the  lean  job  shops  that 
they  used  to  hire.  Analysts  say  it  took 
Texas  Instruments  Inc.,  a  pioneer  that 
now  has  a  $200  million  job-shop  busi- 
ness, years  to  turn  a  profit. 

Still,  the  field  is  full  of  new  faces.  In 
addition  to  computer  makers  IBM,  DEC, 
NCR,  Tandy,  and  Britain's  ICL,  dozens  of 


WHO'S  BUILDING  WHAT  FOR  WHOM 


Company 

Selected 
customers 

Estimated  1993 
contract  revenues 

IBM 

Computers  for  Hitachi  and  CompuAdd, 
PC  boards  for  clonemakers,  diagnostic 
systems  for  Chrysler 

$500  million 

TEXAS 

INSTRUMENTS 

Computers  for  Sun  Microsystems  and 
Gateway  2000  and  networking  gear  for 
Wellfleet  Communications  and  Cisco  Systems 

$225  million 

DIGITAL 
EQUIPMENT 

Computer  boards  for  Apple  Computer,  in-flight 
entertainment  systems  for  Hughes  Aircraft 

$50  million 

ICL 

Computer  boards  for  Sun  Microsystems 

$80  million 

data:  HiAmuawmmKHimiDB 

big-name  electronics  and  defense  compq 
nies  such  as  Eastman  Kodak  and  Wes  I 
inghouse  are  jumping  into  contract  mat 
ufacturing.  John  Tuck,  editor  of  industr 
newsletter  Manufacturing  Market  Inskl 
er,  estimates  that  these  companies  hav 
$800  million  in  contract  manufacture 
revenues  and  have  earmarked  as  muc 
as  20%  of  their  manufacturing  capacit 
to  serve  others. 

STRANGE  BEDFELLOWS.  In  some  case: 
such  work  is  all  that's  keeping  factorie 
open.  "If  we  don't  make  a  go  of  thi 
we'd  have  to  close  the  place,"  say 
Michael  H.  Flanagan,  who  oversees 
1,500-person  IBM  circuit-board  plant  i 
Charlotte,  N.  C.  This  year,  he  expect 
about  25%  of  his  business— worth  som 
$350  million— to  come  from  customer 
outside  IBM.  That's  up  from  zero  in  199 
Westinghouse  Naval  Systems'  torped 
factory  in  Cleveland,  which  faces  th 
loss  of  as  much  as  90%  of  its  busines 
because  of  expiring  defense  contract; 
is  bidding  on  $100  million  in  contrai 
manufacturing  orders.  "Our  goal  is  t 
bring  in  profitable  work  that  enables  u 
to  maintain  our  current  work  force 
says  contract  manufacturing  manage 
Jay  N.  Longworth. 

Contract  manufacturing  can  make  fc 
some  strange  bedfellows,  dec,  for  e> 
ample,  is  building  Apple  Computer  Inc. 
LC-2  computer  and  in-flight  video  sy: 
terns  for  Hughes  Aircraft  Co.  IBM's  Aui 
tin  (Tex.)  plant,  which  makes  most  ( 
the  circuit  boards  for  IBM  PCs  and  worl 
stations,  is  currently  cranking  out  not* 
book  computers  for  CompuAdd  Cor; 
and  boards  for  a  Taiwanese  P 
clonemaker. 

But  there's  more  to  the  trend  tha 
survival.  Tl  earns  healthy  profits  by  a; 
sembling  workstations  for  Sun  Mien 
systems,  PCs  for  Gateway  2000,  and  ne; 
working  equipment  for  Wellflee 
Communications  and  Cisco  Systems.  Bi 
those  deals  also  help  TI,  a  leading  chi[ 
maker,  land  other  business.  For  exan 
pie,  Tl  now  builds  versions  of  Sun' 
Sparc  microprocessor  and  related  nj 
crochips,  and  it  also  supplies  desigj 
testing,  and  project-management  servii 
es.  The  Dallas-basl 
company  is  one  of  th 
top  three  recipients  ( 
Sun's  $2  billion  annus 
spending  on  contrai 
tors,  says  Mel  Friec 
man,  Sun's  vice-pres 
dent  for  corpora 
supplier  management. 

IBM  and  DEC  also  ar 
hoping  that  contra 
manufacturing  deal 
will  lead  to  orders  fo 
their  other  product! 
such  as  chips  and  dis 


INFORMATION  PROCESS! 


But  really, 
how  much  impact  can 

a  phone  system 
have  on  a  company's 
revenues? 

Hows  357%  grab  you? 

Don't  believe  it?  Just  ask  West       we  installed  a  system  that  lets 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 


as  sophisticated  as  a  telephone- 


to-computer  link.  Or  as  simple  as 


a  creative  way  to  use  voicemail 


In  the  end,  you  get  a  phone 


system  that  works  harder  And  a 


Dital  Financial  Services. 


Their  revenues  are  tied 


agents  handle  nearly  four  times  as 


many  calls  a  day. 


ictly  to  the  efficiency  of  their         As  a  result 


Dne  system.  But  with  a  merely        they  were 


mary  phone 


tern  and 


business 


that  works  more  efficiently. 


Call  us  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


;dious 


ROLM  is  part  of  the  Siemens 
family.  The  world's  largest 
private  communication 
systems  manufacturer,  serving 
you  in  over  132  countries 
around  the  world. 
Talk  about  bis  families. 


They  knew  there  had  to  be  a 


highlighting  a  number 


of  impressive  ROLM 


success  stories. 


Of  course,  you 


will  be  even  more 


impressed  when  you 


see  what  we'll  do 


ler  way.  So  they  called  ROLM.        ROLM,  we  insist  on  learning 


for  your  business. 


And  we  did  something 


erent.  We  asked  questions. 


every  last  detail  about  your 


business.  Who  calls  whom  at 


A  Siemens  Company 


;  observed  their  business.  And       what  time?  What  happens  if 


©1993  ROLM 


( 


781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
-212-355-2800  •  Fax  212-319-4306 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


"/  'in  a  vice  president  because  I  sold  22,000  gizmos 
//i/s  year.  How'il  you  become  •  v.p.  ?" 


Call  (708)690-0010 


P.  O.  Box  3021,  Glen  Ellyn,  IL  60I3S 
FAX  (708)  690-0565 


•/  made  a  great  deal  on  Ike  200,000 
gizmos  you  iluhi  I  sell  last  year." 


Excess  inventory  today  ...student  opportunity  tomorrow 
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IE  FACTORY  GURU 
NKERING  WITH  TOYOTA 


io  Kitano's  low-tech  philosophy  places  a  high  value  on  workers 


I  lue  cap  slightly  askew,  eyes  bright 
k  above  his  salt-and-pepper  beard, 
'  Mikio  Kitano  breezes  into  Toyota 
r  Corp.'s  Motomachi  factory,  greet- 
rorkers  by  name.  Up  rushes  Depu- 
jneral  Manager  Yoshitaka  Kimura 
iow  him  a  fence  of  mismatched 
metal  built  to  shield  the  rest  of 
iactory  from  the  intense  lights 
ing  out  from  the  plant's  final  in- 
ion  site. 

;ano,  Toyota's  top 
iction  guru,  takes 
ent  walkabouts  in 
ampany's  factories, 
in  this  one,  he  had 
puzzled  over  why 
vorkers  installing 
ument  panels 
s  the  aisle  from 

inspection  site 
ed  to  grimace  at 
3ach  time  he  went 
hen,  he  noticed  the 
ction  lights  hitting 

in  the  eyes.  "Ex- 
it," Kitano  pro- 
s  as  Kimura  shows 
the  fence  solved 
troblem.  "And  the 
part,"  he  chuckles 
,  is  that  "it  was 
e  and  cheap." 
LiciTY.  For  Toyota, 
le  and  cheap"  ring 
gospel  these  days. 
Mikio  Kitano,  53, 
emerged  as  a  key 
e  in  helping  the 

giant  keep  the 

During  the  booming  1980s,  Japan's 
akers— Toyota  included— barreled 
long  into  factory  automation  to 
e  an  expected  labor  shortage.  But 

a  three-year  sales  slump,  the  jum- 
f  underutilized  machines  is  looking 
h  and  expensive.  Despite  more  than 
million  in  cost-cutting  from  July  to 
mber,  Toyota's  operating  margin 
lipped  to  a  precarious  0.8%,  says 
st  Stephen  Usher  of  Kleinwort  Ben- 
nternational  Inc.  Kitano's  job  is  to 

the  company's  assembly  lines  back 
>urse. 

ng  a  maverick  engineer  within  Toy- 


ota's sprawling  bureaucracy,  Kitano  was 
named  director  of  production  engineer- 
ing in  1990.  Since  then,  he  has  been  in- 
stituting the  kinds  of  subtle,  incremental 
changes  that  improve  efficiency  over 
time.  His  chief  goal  is  to  wean  the  com- 
pany away  from  "showcase"  factory  auto- 
mation that  boosts  costs  without  im- 
proving efficiency.  He's  not  anti- 
automation:  In  the  early  1980s,  Kitano 


sembly  line  at  Toyota's  Tahara  plant 
was  loaded  with  machines  that  need- 
lessly replaced  workers  while  intimidat- 
ing those  who  remained.  Concedes  the 
current  Tahara  plant  manager  Tadaaki 
Jagawa:  "Some  of  it  was  wasteful." 

Upon  being  named  to  Toyota's  board 
of  directors  that  year,  Kitano  mounted  a 
campaign  to  convince  his  colleagues  they 
had  gone  too  far.  He  streamlined  the 
blueprints  for  automation  at  Toyota's 
new  plant,  which  cranked  up  in  Decem- 
ber on  the  island  of  Kyushu,  400  miles 
southwest  of  Toyota  City. 
no  pallets.  A  walk  through  the  Kyushu 
plant  reveals  several  Kitano  touches.  At 
Tahara,  for  instance,  a  $1.6  million  sys- 
tem inserts  the  engine  and  drivetrain 
into  the  body  of  a  car.  Instead  of  being 
pulled  by  a  chain,  as  they  normally 
would  be,  the  engines  travel  on  inde- 
pendent pallets  that  move  at  their  own 


MANUFACTURING 
THE  KITANO  WAY 

1Q7  C"  Kitano  leads  design  of 
1 1  J  equipment  to  make  ex- 
haust systems  that  meet  strict  new 
U.S.  emissions  requirements 

1QQQ  While  helping  set  up 
/OZ  NUMMI,  Toyota's  U.S. 
joint  venture  with  GM,  Kitano  de- 
mands all  existing  production  equip- 
ment be  scrapped  to  improve  quality 

1  Against  stiff  criticism, 

I  701  Kitano  pushes  Toyota  to 
adopt  a  flexible  body-welding 
system  now  used  in  all  plants 

1  OOfl  'ns'sts  Toyota  wasted 
I  /  /  U  money  in  overautomating 
final  assembly  and  suggests  paring 
automation  in  the  new  Kyushu  plant 

1QQQ  Now  turning  to  the  heart 
itd  of  manufacturing,  Kitano 
is  in  charge  of  producing  better  dyes 
and  machines  for  Toyota's  lines 
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fought  for  robotics  where 
machines     could  relieve 
monotonous  or  difficult  tasks. 
But  now,  he  rejects  machines 
that  merely  overcomplicate.  "The 
key  to  productivity  is  simplicity, 
he  says.  "Men  control  machines,  not  the 
other  way  around." 

Toyota  forgot  that  lesson  in  the  late 
1980s  when,  awash  in  sales,  it  began 
pumping  cash  into  robotics.  At  the  time, 
Kitano  was  spending  a  three-year  stint 
at  Toyota's  California  joint  venture  with 
General  Motors  Corp.  When  he  returned 
in  1990,  he  was  shocked.  The  new  as- 


speed.  Kitano  figured  the 
pallets  did  little  to  improve 
efficiency  but  a  lot  to  boost 
maintenance  costs.  So  he  re- 
vamped the  line  at  Kyushu, 
ditching  the  pallets  and  knocking 
75%  off  the  system's  price  tag.  Similarly, 
two  robots  attach  wheels  at  Kyushu,  in- 
stead of  the  four  at  Tahara— cutting 
costs  significantly. 

Fine-tuning  automation,  says  Hosei 
University  professor  Koichi  Shimokawa, 
was  "an  intelligent  decision.  Automation 
is  not  as  flexible  as  a  multiskilled  work- 
er." Others,  including  GM's  successful 
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THE  PGA  TOUR 
PRESENTS  ON  TOUR 

The  PGA  TOl  fR  and  Business  Week  Custom 
Publi  string  are  proud  In  introduce  ON  TOUR,  a  now 
mon        magazine  created  to  inform  and  entertain 
PGA  TOUR  Partners. 

Filled  with  beautiful  color  photography  and  articles  hy 
the  nation's  hest  golf  writers,  ON  TOl  rR  will  provide 
Partners  behind-the-scenes  glimpses  into  the  highest 
level  of  golf  competition.  Each  issue  of  ON  TOl  TR  will 
take  tl  ie  Partners  inside  the  personalities  of  PuA 
TOUR  players  —  up  close,  like  no  other  magazine. 

The  PGA  TOl  'I\  Partners  Program  allows  people 
who  care  about  golf  to  experience  the  drama,  thrills  and 
excitement  o  f  the  PGATOU  R  by  offering  tl  lem  the 


chance  to  participate  in  a  whole  new  way.  Currently, 
there  are  mi  ire  than  80,000  avid  golf  fans  who  enjoy  a 
unique  insider  s  relationship  wi  th  the  PGA  TOUR. 

Partners  have  the  satisfaction  of  helping  to  support 
many  worthy  organizations  which  benefit  from  PGA 
TOURCl  larities,  Inc.  They  also  receive  a  variety 
of  exclusive  membership  benefits,  such  as  an  official 
media  guide,  a  voucher  good  for  admis-  — 
sion  for  a  day  at  any  PGA  TOl  TR  tour 
nament  —  and  much  more. 

To  become  a  PGATOl'k  Partner, 
ana  get  your  monthly  copy  of  ON 

n  H  K,  .all  L -800-545-9920. 


irn  division,  have  taken  the  same 
on  to  heart  in  their  new  plants, 
it  Kitano  did  was  to  remind  Toyota 
t  it  already  knew:  Let  workers,  not 
i  counters,  guide  the  way  to  pro- 
ivity.  In  the  same  spirit,  he  reem- 
;ized  teamwork  at  Kyushu  by  break- 
the  line  into  shorter,  independent 
iks.  Having  control  over  a  discreet 
ion  of  the  line  fosters  a  sense  of  au- 
imy  and  pride  among  workers. 
K  YOUR  OWN.  Kitano  is  not  your 
cal  Japanese  businessman.  He  has 
:  patience  for  the  perquisites  or  cer- 
ny  that  go  along  with  his  status  at 
)ta.  He  thanks  his  secretary  when 
serves  tea,  even  introducing  her  to 
its  by  name.  He  pulls  his  four-wheel- 
e  Land  Cruiser  into  an  executive 
:ing  lot  filled  with  chauffeured  Lex- 
I  He  eschews  heavy  socializing  and 
p  before  six  most  mornings  to  run 
at  a  track  with  his  wife,  Atsuko. 
round  Toyota,  he  is  known  as  a  ren- 
le.  Much  of  his  career  has  been 
it  needling  management  to  let  him 
his  plans  to  work.  That  can  be  risky, 
he  1970s,  he  took  on  the  sticky  job 
esigning  a  line  to  produce  exhaust 
ems  to  meet  tough  U.S.  emissions 
i.  He  missed  the  deadline  and  landed 


in  hot  water  (though  the  system  ulti- 
mately performed  well).  More  often, 
however,  Kitano  has  proved  his  doubters 
wrong. 

In  the  early  1980s,  he  was  among  the 
first  to  argue  that  Toyota  adopt  automa- 
tion to  take  over  the  tasks  workers 
found  most  numbing.  Body  welding,  for 
instance,  was  not  only  mindless  work 


Kitano 's  efforts  to  streamline 
Toyota's  production  lines 
couldn't  come  at  a  more 
crucial  time 


but  could  be  done  more  precisely  with 
machines.  Convincing  management, 
though,  was  another  matter.  Kitano  had 
to  beg  for  the  $9  million  needed  for  a 
system  that  could  weld  several  car  mod- 
els on  the  same  line.  Skeptics  circled, 
but  when  he  introduced  the  prototype  in 
1984,  the  system  spoke  for  itself.  Within 
three  years,  every  Toyota  plant  had  one. 

Kitano's  delight  in  the  system  is  still 
infectious.  Instead  of  welding-  a  car  to- 


gether piecemeal,  it  takes  underbody, 
sides,  and  top— each  on  its  own  pallet— 
and  swoops  them  together  in  a  50-sec- 
ond  flash  of  dancing  robotic  arms. 
Viewed  from  a  staircase  above,  a  new 
car  seems  as  if  it  has  been  plucked  out 
of  air.  For  Kitano,  the  motion  crosses 
the  line  between  technology  and  art. 
"It's  like  a  sculptor  bringing  out  the  es- 
sence in  a  stone,"  he  says. 

The  current  sales  slump  has  taken 
the  poetry  out  of  Toyota's  more  recent 
automation  binge,  however.  Kitano's  ef- 
forts to  streamline  production  lines 
couldn't  come  at  a  more  crucial  time. 
U.  S.  sales  for  Japan's  No.  1  auto  maker 
sank  8.3%  in  the  first  quarter  as  Amer- 
icans balked  at  its  high  prices,  turning  to 
affordable  domestic  alternatives.  With 
the  yen  strong  and  margins  weak,  the 
pressure  on  prices  is  up,  not  down. 

Kitano  has  helped  Toyota  rediscover 
simplicity.  But  his  long-term  goal  is  to 
draw  young  people  into  the  manufactur- 
ing work  they  now  tend  to  shun.  "I 
want  to  teach  them  to  make  things  with 
their  hands,  to  preserve  that  skill,"  he 
says.  Good  thing.  Toyota  will  need  all 
the  young  engineers  it  can  find  to  keep 
it  on  the  straight  and  narrow. 

By  Karen  Lowry  Miller  in  Toyota  City 


This  announcement  appears  as  a  matter  of  record  only. 


$254,185,000 


CASTLE  HARLAIV  PARTNERS  II,  L.R 

A  limited  partnership  specializing  in  private  equity  investments 


The  undersigned  placed  the  limited  partnership 
interests  and  will  act  as  investment  manager. 


CASTLE  HAKLAN,  IXC, 

May  17, 1993  New  York 
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Buick  Park  Avenue  Ultra.  Buick's 
continual  dedication  to  quality  is  paying  off 
in  high  residual  values  for  Ultra  leases.  So 
right  now  you  can  get  very  attractive  monthly 
payments  when  you  SmartLease™  an  Ultra. 

An  Ultra  lease  conserves  your  capital  and 
reduces  up-front  expenses.  Attractive 
monthly  payments  make  your  Ultra  as 
comfortable  to  lease  as  it  is  to  drive. 


SmartLease  Options.  If  you  drive  your 
Ultra  less  than  12,000  miles  a  year,  you  may 
be  eligible  for  the  Ultra  Luxury  Lease  Program. 
If  your  current  GMAC  lease  is  about  to  expire, 
your  security  deposit  and  first  monthly 
payment  on  Ultra  SmartLease  may  be  waived. 
Act  Now.  For  information  on  Ultra,  call 
l-800-4A-Buick.  For  information  on  Ultra 
SmartLease,  see  your  Buick  dealer. 


BUICK 

SMARTLEASE 


The  New  Symbol  For  Quality 
In  America. 


©1993  GM Corp  All  rights  reserved  Buckle  up,  America!  I  qu  ' 
Park  Avenue  is  a  registered  trademark  of  GM  Corp  I  J 


SPECIAL  ADVERTISING  SECTION 


TOMOTIVE  FLEET  MANAGEMENT  &  LEASING  IN  THE  '90s 


It's  not  business-as-usual  for  America's  commercial  fleet 
managers.  As  their  companies  continue  to  "rightsize,"  these 
administrators  face  increasing  challenges  to  deliver  more 
value  for  less.  Many  are  turning  to  outside  management 
companies  for  help.  And  all  of  them  are  extending  their 
expertise  into  areas  beyond  traditional  fleet  administration.  *- 


Some  Competitions  You  Win  A  Trophy. 


In  Ours,  We  Win  Your  Business. 


And  we  mean  business,  because  the  client  is  always  our  first 
concern.  All  you  have  to  do  is  tell  us  what's  important  to  you 

With  over  30  years  in  the  fleet  leasing  business  and  a  list 
of  products  that's  just  as  impressive,  we  can  deliver  a 
leasing  program  customized  around  your  needs. 

And  we  can  back  it  up  with  capabilities  such  as 
PC-based  computer  communications,  a  national 


account  program,  a  full  line  of  fleet  management  programs,  a 
universal  fuel  card  and  that's  just  the  beginning.  Plus  you'll  be 
working  with  a  fleet  management  company  with  a  financial 
backing  that's  one  of  the  strongest  in  the  industry. 
So  give  our  fleet  management  experts  a  call 
today.  We're  winning  the  world  over  with  superior 


fleet  leasing. 


Lease  Plan  Jl  UmBsmsfimm, 

Jhe  Benchmark  In  Quality  Service 


Australia,  Austria,  Belgium,  Denmark,  France,  Germany,  Italy,  Luxembourg,  The  Netherlands,  Norway,  United  Kingdom,  United  States,  Spain,  Switzerland 
180  Interstate  North  Pkwy.,  Atlanta,  Georgia  30339.  1-800-457-8721. 


PECIAL  ADVERTISING  SECTION 


IEW  DEMANDS  FOR 
'Li IT  MANAGEMENT 

Managing  the  corporate  vehicle  fleet 
;  trickier  than  ever.  The  old  standby 
isues  of  low  maintenance,  reason- 
ble  cost-per-mile,  and  high  liquida- 
tor) value  are  still  critical.  But 
oday's  fleet  administrator  must  bal- 
nce  a  whole  host  of  new  considera- 
ions  as  well. 

These  new  factors  show  that 
ompanies  are  looking  at  the  "true" 
ost  of  fleet  operation  in  broader 
erms.  As  they  do,  they  are  demand- 
ing more  and  more  sophisticated 
nalysis  from  the  people  who  con- 
rol  their  fleet  acquisition  and  opera- 
ion  decisions.  More  managers  are 
everaging  their  own  expertise  by 
narrying  it  with  the  administrative 
irowess  of  giant  fleet  leasing  and 
nanagement  companies. 

rHE  LEASING  TREND 

.easing  took  hold  in  the  world  ot 
lommercial  fleets  well  before  it 
aught  on  in  the  retail  vehicle  mar- 
Let.  Five  years  ago,  about  half  of  all 
orporate  fleet  managers  leased, 
ccording  to  David  F.  Lefever,  exec- 
itive  director  of  the  National 
Association  of  Fleet  Administrators 
nc.  (NAFA).  Now,  he  says,  about 
wo-thirds  do. 
Changes  in  tax  laws  are  partly 


responsible  for  the  move  to  leasing. 
So  is  the  increasing  need  by  corpo- 
rations to  husband  their  capital  more 
closely.  Just  as  in  retail  leasing,  fleet 
leasing  frees  up  the  lessee's  funds  tor 
use  elsewhere. 

"There's  a  very  strong  financial 
advantage  for  us  to  lease,"  says  Jerry 
Albertini,  manager  of  corporate  ser- 
vices for  Simplex  Time  Recorder 
Co.  He  reviews  the  lease-versus-buy 
option  every  three  years  in  deciding 
how  to  maintain  his  fleet  of  2,000 
vehicles  -  all  of  which  are  currently 
provided  by  Wheels,  Inc.  of  Des 
Plames,  111. 

Fleet  leasing  is  also  more  cus- 
tomized than  retail  leasing. 
"There's  unlimited  creativity,"  says 
NAFA's  Lefever.  Leasing  companies 
provide  virtually  any  administrative 
support  imaginable  for  their  cus- 
tomers. Many  of  these  services 
burgeoned  within  the  past  five 
years  following  a  dramatic  consoli- 
dation of  leasing  companies  in 
North  America. 

Still  more  consolidating  —  this 
time  on  an  international  scale  —  is 
possible.  "Those  with  the  deepest 
pockets  will  be  the  winners,"  pre- 
dicts Donald  F.  Kreft,  president  and 
chief  executive  ot  Lease  Plan 
International  Corp.  His  company 
has  nearly  300,000  vehicles  under 


lease  worldwide,  including  50,000 
in  the  United  States. 

Kreft  says  the  trend  will  be  pow- 
ered by  the  desire  ot  big  multina- 
tional companies  to  exercise  central 
control  over  their  fleets  around  the 
globe.  "We  can  get  quotes  from  any 
country  and  coordinate  a  fleet  pro- 
gram to  work  like  what  they're  used 
to  in  the  United  States,"  he  says. 

NAFA  figures  some  80%  of  com- 
mercial vehicle  fleets  are  now  sup- 
plied by  large  leasing  companies.  In 
turn,  NAFA's  2,300  members  in 
Canada  and  the  United  States  are 
involved  in  the  management  ot 
more  than  2.7  million  fleet  vehicles 
worth  $  1  billion. 

SAFETY  SELLS 

For  the  general  public,  safety  ranks 
near  the  top  of  the  buying  priority 
list.  It's  not  much  different  tor  fleet 
managers  these  days.  Many  simply 
won't  specify  a  new  car  that  lacks 
airbags  or  antilock  brakes. 

One  reason  is  that  every  fleet 
manager  keeps  a  sharp  eye  on  resale 
value  when  ordering  new  vehicles. 
They  know  safety  equipment  will 
pay  off  when  it  comes  time  to  dis- 
pose ot  a  fleet  car  or  truck. 

Safer  cars  can  also  save  a  company 
money  by  reducing  lost  work  days 
and  workers  compensation  claims. 
Consider  figures  from  The  Network 
ot  Employers  for  Traffic  Safety 
(NETS),  a  coalition  ot  business  and 
insurance  companies  headquartered 
in  Washington,  DC.  NETS  esti- 
mates that  motor  vehicle  accidents 
cost  American  business  more  than 
$16  billion  m  lost  work- time  eac  h 
year.  It  figures  on-the-job  driving 
injury  accidents  average  $2,400  in 
workers  compensation  bills  each. 

Many  businesses  with  fleets  are 
beginning  to  offer  driver's  training 
programs  as  well.  According  to 
NETS,  the  average  hospital  bill  is 
three  times  higher  for  drivers  who 
didn't  use  their  seat  belts  than  for 
those  who  did. 


>ontiac's  Grand  Prix  GTP  includes  a  3.4-litei 
/6  engine  rated  at  200  hersepewer. 


Built-in  Protection  For  Scratches  And  Scrapes. 


OllGVy  CclVolicn  Its  fenders  are  made  of  2-side-galvanized  steel  to 
kelp  protect  them  from  rust,  if  scratched  or  chipped,  the 
zinc  plating  is  designed  to  react  and  eliminate  surface 

rust.  And  Cavalier  is  the  lowest- 


triced 


priced  car  m  America  witn  standard 
ABS.   In  fact,  Cavalier  includes  a  whole  lot  of 
standard  features  you  won't  find  on  these  major  com- 
petitors. 

And  it's 
price  df  rom 


ith  standi 


CAVALIER 
VL 

ESCORT  CIVIC 
LX  DX 

ANTI-LOCK 
BRAKES  (ABS) 

STD 

N/A  N/A 

AUTOMATIC 
DOOR  LOCKS 

STD 

N/A  N/A 

STANDARD  ENGINE 
HORSEPOWER 

2.2  Liter 

110  HP 

1.9  Liter      1.5  Liter 

88  HP       102  HP 

24-HOUR  ROADSIDE 
ASSISTANCE** 

STD 

N/A  N/A 

SCOTCHGARD1" 
FABRIC  PROTECTOR 

STD 

N/A  N/A 

$1400  to 

$2400  less.* 
Plus  coverage 
hy  our  3-year/ 
36,000-mile 
Bumper  to 
Bumper  Plus 
Warranty, 

with  no  deductihle.' 

Chevy  Cavalier  is  hacked  hy  the  higgest  fleet  sales 
and  service  organization  in  tke  husiness.  Call  Fleet  Operations  for  details 

at  1-800-248-2897. 


GM 


'Base  M.S.R.P.  including  dealer  prep.  Tax,  license,  destination  charge  and  optional  equipment  additional.  Levels  of  equipment  will  van'. 
tir>ee  your  dealer  for  terms  of  this  limited  warranty.  "See  your  dealer  for  details  of  this  program.  Chevrolet,  the  Chevrolet  Emblem  and 
Cavalier  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  CM  Corp.  ©1993  OM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


Ckevrolet.Tke  Heartbeat  Of  America. 
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Fleet  operators  are  also  taking  the 
simple  but  effective  step  of  checking 
the  driving  records  of  those  who  use 
their  vehicles.  The  data  can  help 
reduce  the  frequency  of  accidents, 
thus  lowering  insurance  costs, 
equipment  downtime,  and  lost  work 
days. 

Do  such  efforts  pay  off  Just 
ask  Albertini  at  Simplex  Time 
Recorder.  His  company  has  been 
pushing  safety  tor  10  years.  In  the 
past  three  years,  he  says,  total  acci- 
dent costs  have  dropped  57%.  Says 
Albertini,  "We  want  to  make  our 
drivers  as  professional  behind  the 
wheel  as  they  are  before  the  cus- 
tomer." 

CLEARING  THE  AIR 

Fleets,  especially  those  fueled  and 
serviced  centrally,  have  always  been 
considered  attractive  testbeds  for 
new  power  sources  and  alternative 
fuels.  Now  that  role  is  being  formal- 
ized by  federal  and  state  air  pollution 
standards. 

The  Environmental  Protection 
Agency  has  identified 
about  two  dozen  regions 
in  the  United  States  that 
fail  to  meet  air  quality 
standards  set  by  the  Clean 
Air  Act.  States  have  flexi- 
bility in  dealing  with  the 
problem,  but  one  solu- 
tion is  to  require  certain 
fleets  to  buy  lower-pollu- 
tion vehicles. 

Last  year's  National 
Energy  Policy  Act  takes 
the  quest  for  cleaner 
vehicles  a  step  further.  It 
mandates  that  any  city- 
over  200,000  population  must  have  a 
portion  of  extra  low  polluting  vehi- 
cles operating  by  the  end  of  the 
decade.  The  federal  government  has 
committed  to  buying  alternative  fuel 
vehicles  for  some  of  its  fleets. 
Meanwhile,  California  has  been  test- 
ing cars  that  run  on  natural  gas,  or 
various  gasoline/methanol  blends. 


since  1988.  Denver  has  mandated  a 
move  to  alternative  fuel  vehicles  for 
some  fleets  this  year.  Several  other 
states  are  evaluating  vehicles 
designee!  to  run  on  compressed  nat- 
ural gas.  Fleets  are  also  looking  at 
electric  vehicles. 

There's  no  question  that  alterna- 
tive fuel  vehicles  can  reduce  air 
pollution.  But  what  about  their 
impact  on  fleet  costs?  Managers  say 
it's  almost  impossible  to  calculate. 
For  one  thing,  resale  value  is  diffi- 
cult to  forecast  because  these  vehi- 
cles burn  fuel  that  isn't  readily 
available  to  the  general  public. 
Then,  too.  such  a  vehicle  requires  a 
whole  new  set  of  fuel-cost-per- 
mile  calculations. 

NAFA  confirmed  the  problem  in 
a  recent  survey  of  fleets  involved  in 
California's  methanol  fuel  test  pro- 
gram. The  modified  cars  were  built 
to  burn  any  mixture  of  gasoline  and 
methanol  from  100%  gasoline  to 
85%  methanol.  Drivers  and  fleet 
managers  agreed  the  modified  cars 
perform  just  as  well  as  conventional 


vehicles.  But  the  shortage  of 
methanol  fueling  facilities  sharply 
limits  their  appeal  to  the  general 
public.  Less  than  i  1%  of  the  drivers 
surveyed  by  NAFA  said  they'd  buy  a 
flexible  fuel  car,  and  60%  said  they 
definitely  would  not.  Says  Lefever, 
"It  was  just  too  hard  to  find  the 
fuel." 


A  MARRIAGE 

OF  CONVENIENCE 

Keeping  up  with  the  growing  com- 
plexity of  fleet  management  is  no 
easy  task.  In  most  cases,  managers 
are  being  asked  to  do  more  with  less 
staff  For  many,  the  answer  lies  in 
close  partnerships  with  one  or  more 
outside  firms  that  are  expert  in  fleet 
administration.  "In  many  cases,  we 
and  our  clients  become  one,"  says 
W.  James  Noonan,  senior  vice- 
president  for  sales  and  marketing  at 
PHH  Vehicle  Management  Services. 

Companies  like  PHH  offer  up  a 
cornucopia  of  fleet  management 
options.  It's  up  to  their  clients  to 
decide  on  the  mix  of  services  they 
want.  Says  Noonan,  "What  we're 
seeing  is  a  growing  movement  away 
from  adversarial  management,  and 
toward  partnership  management 
where  both  parties  realize  the  advan- 
tage in  working  together  to  lower 
the  cost  of  doing  business." 

These  partnerships  are  redefining 
the  role  of  outside  fleet  management 
companies.  A  decade  ago  they  were 
called  lease  companies. 
Now  they're  known  as 
fleet  management  com- 
panies. By  the  end  of 
the  decade,  predicts 
Noonan,  "They'll  see  us 
as  consultants  and  infor- 
mation management 
companies." 

In  the  beginning, 
these  big  companies 
focused  on  providing 
their  customers  with 
cars.  Now  they're  rou- 
tinely hired  to  handle 
titling,  set  up  and  track 
maintenance,  train  drivers,  provide 
emergency  repair  coverage,  investi- 
gate driving  records,  and  dispose  of 
the  used  vehicles  as  well. 

THE  FLEET  MANAGER'S 
NEW  ROLE 

Does  the  surge  in  fleet  support  ser- 
vices mean  the  importance  of  the 


Tke  Most 
Important  News  of  tke  Year 
for  Fleet  Buyers. 

Now  GM  Divisional  Fleet  Sales  Are 
Consokdated  Into  A  Single  Responsive  Organization. 

It's  the  most  important  Fleet  development  in  years.  The  formation  of  a 
new,  larger  and  more  responsive  organization:  Fleet  Operations.  Now  one  contact 
at  Fleet  Operations  can  answer  all  of  your  passenger  car  and  light-duty  truck 
needs  for  Buick,  Cadillac,  Chevrolet,  GMC  Truck,  Oldsmobile  and  Pontiac. 
Under  this  new  program,  just  one  phone  call  lets  you  inquire  about  any  vehicle 

from  these  divisions  or  obtain  service  information.  The  Fleet  Account 
Executive  who  contacts  you  now  represents  all  passenger  car  and  light-duty  truck 

lines  marketed  by  these  GM  divisions.  And  they're  all  backed  by 
America's  newest  and  largest  fleet  sales  and  service  organization.  We're  confident 
that  you'll  find  our  consolidation  provides  more  than  a  new  look. 
We  believe  that  you  will  find  our  new  organization  much  more  efficient  to  work  with, 
more  professional,  more  responsive  to  your  needs.  All  together  better. 
For  more  information,  call  GM  Fleet  Operations  at  1  -800-FLEET-OPS. 


FLEET  OPERATIONS 


!! 

Oldsmobile 

BUICK 

CHEVROLET 

y 

PONTIAC 

ALL  TOGETHER  BETTER 


Buick,  Cadillac,  Chevrolet,  GMC  Truck,  Oldsmobile,  Pontiac  and  their  respective  emblems  are  registered  trademarks  of  the  GM  Corp.  ©1993  GM  Corp.  All  Rights  Reserved.  Buckle  up,  .America! 
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A  LOOK  AT  RETAIL  LEASING 

If  you  drive  a  company  car,  it's 
probably  leased.  But  what  about 
your  own  set  of  wheels? 

Experts  figure  as  many  as  half  of 
all  new  vehicles  on  the  road  may  be 
leased  by  the  end  of  the  1 990s.  The 
rate  is  already  higher  than  that 
among  many  luxury  brands. 
Leasing  makes  the  most  sense  for 
consumers  who  drive  1 2,000  to 
1 5,000  miles  per  year  and  who  like 
to  move  into  a  new  vehicle  every 
two  or  three  years. 

Compared  with  buying,  leasing 
lets  you  spend  less  per  month  on  the 
vehicle  of  your  choice.  Or,  you  can 
spend  no  more  than  you  would  to 
buy  and  end  up  behind  the  wheel  of 
a  fancier  vehicle.  That's  because  you 
pay  only  for  the  depreciation  of  the 
vehicle  (plus  a  finance  fee)  when 
you  lease. 

You  can  still  find  leases  that 
require  little  or  no  down  payment, 
an  advantage  if  you're  short  on 
cash.  Plunk  down  a  little  extra, 
however,  and  you  can  trim  your 
monthly  payments  —  just  as  you 
would  if  you  bought  instead. 

These  days  you  can  even  get  a 
one-payment  lease  such  as 
SmartLease  Plus  from  General 
Motors  Acceptance  Corp.  Your  up- 
front payment  is  equal  to  the  sum  of 
the  monthly  lease  payments  you'd 
make,  but  at  a  discounted  rate 
compared  to  a  conventional  lease. 

The  obvious  downside  to  leasing 
is  that  you  don't  end  up  owning  the 
vehicle. 

Modern  leases  give  you  the 
option  to  buy  anyway  when  the 
contract  expires.  Be  aware 
however,  that  your  total  pay  out 
will  be  more  than  if  you  purchased 
in  the  first  place. 

Still,  leasing  doesn't  make  sense 
for  everyone.  The  experts  say  you 
are  probably  better  off  buying  if 
you  plan  to: 

«•  Drive  more  than  1 5,000  miles 

per  year 
»  Keep  your  vehicle  five  years 

or  more 

Add  expensive  afrermarket  stereo 
equipment,  alloy  wheels,  or  a 
custom  paint  job. 


fleet  manager  is  waning?  Hardly. 

Today's  competitive  business 
environment  all  but  forces  fleet 
managers  to  assess 'a  broader 
web  of  related  cost  issues.  Savvy 
managers  realize  focusing  only 
on  the  "nuts-and-bolts"  of  the 
vehicle  administration  isn't 
enough. 

"These  days,  that  isn't  going 
to  get  the  job  done,"  says  Sandra 
Klontz,  vice-president  ot  admin- 
istration tor  Data  Air  Courier  in 
Rosemont,  111.  "There  are  many 
other  factors  that  have  an  effect  on 
your  program's  bottom  line." 

Klontz  uses  an  outside  vendor 
to  provide  and  track  maintenance 
work  on  the  100-vehicle  fleet  of 
courier  minivans  she  manages.  But 
she's  not  ready  to  turn  over  her 
other  administrative  work  to  out- 
siders. "If  you  have  the  capability," 
she  declares,  "you  might  as  well  do 
u  yourself." 

The  quandary  many  fleet  man- 
agers face,  however,  is  eroding  in- 
house  capability.  For  some,  staff  cut- 
backs leave  them  little  choice  but  to 
look  elsewhere  fin  help.  For  others, 
it's  a  matter  of  being  assigned  addi- 
tional responsibilities  beyond  fleet 
administration. 

SHOPPING  FOR 
THE  RIGHT  MIX 

" Everybody's  trying  to  become 
leaner  and  meaner,"  observes  Carl 
Bergman.  Fleet  Manager  for  the 
Ford  Division  of  Ford  Motor  Co. 
For  many  companies,  he  adds, 
"Outsourcing  fleet  management  has 
been  identified  as  something  they 
can  vendorize.'" 

Jerry  Albertmi  at  Simplex  Time 
Recorder  is  a  case  in  point.  He  and 
five  staffers  have  recently  added  risk 
management  and  facilities  to  their 
fleet  responsibilities.  "Vending  out 
becomes  a  very  appealing  way  ot 
doing  things,"  he  says,  especially 
given  the  mountain  ot  paperwork 
involved  in  operating  a  fleet  in  49 


states.  "I  believe  in  passing  down  the 
decision-making  process  as  far  as  I 
can.  as  long  as  we  retain  control." 

Where  does  that  balance  he? 
There's  no  easy  answer  because  the 
needs  ot  companies  vary  so  widely. 

"You  can't  just  put  a  service  out 
there"  and  expect  fleet  managers  to 
buy  it,  notes  Theresa  LeGrand,  pres- 
ident and  chief  executive  officer  ot 
GE  Capital  Fleet  Service. 

GE  Capital,  which  handles  more 
than  500,000  fleet  vehicles  in  North 
America,  touts  its  ability  to  analyze 
more  accurately  because  of  its  huge 
database  of  experience.  Like  its 
competitors,  GE  Capital  also 
emphasizes  that  it  may  achieve 
economies  of  scale  to  deliver  lower 
prices  on  services  than  fleet  opera- 
tors could  achieve  on  their  own. 

SALES  AND  SERVICE 

Big  leasing  companies  have  another 
reason  to  promote  value-added  ser- 
vices. Simply  put,  that's  where  their 
growth  will  most  likely  occur  in  the 
1990s. 

It  won't  come  from  actual  vehicle 
deliveries.  Auto  makers  concede  that 
the  fleet  sales  outlook  is  flat.  They 
also  expect  no  revenue  relief  from 
any  sudden  shift  away  from  midsize 
cars  such  as  the  Ford  Taurus  and 
Chevrolet  1  umina  -  the  mainstay  of 
the  fleet  industry  -  and  toward  more 
profitable  larger  cars. 

"You  need  good  trunk  room,  easy 
entry/exit,  and  the  ability  to  get 
three  people  in  the  back  seat,"  says 


The  Eighty  Eight'  Royale®  not  only  gives  you  the  protection  of  a  driver-side 

air  bug,  controlled 

Eighty  Eight  Royale. 

-         _  crumple  zones  and 

Think  Of  It 

As  54,464  Ounces  (7  safety  cage,  it  goes 

Of  Prevention. 

beyond.  It  provides 

you  with  engineering  that  helps  prevent  an  accident  in  the  first  place, 
such  as  anti-lock  brakes  and  front-wheel  drive.  And  to  prevent  you 
from  ever  feeling  alone  on  the  road,  you  get  the  Oldsmobile  Edge'" 
standard.  It's  the  most  complete  commitment  to  owner  satisfaction 
in  the  industry.  The  Eighty  Eight  Royale.  See  how  far  an  ounce  of 
prevention  can  take  you.  For  more  information ,  call  1-800-242-OLDS. 

!!  Oldsmobile 
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SALUTING  AMiRICA'S  MOST 
SAVVY  VLIIT  MANAGERS 

Recipients  of  the  first  annual  Awards 
for  Quality  Fleet  Management  Ideas, 
sponsored  by  the  National 
Association  of  Fleet  Administrators, 
Inc.  (NAFA)  and  Business  Week 
magazine,  were  announced  in  April 
during  NAFA's  annual  conference  at 
Opryland  in  Nashville. 

The  five  winners,  listed  below, 
were  selected  from  70  entries 
submitted  in  the  United  States  and 
Canada. 

*-  Larry  W.  Giddens,  director, 
Fleet  Operations,  R.J.  Reynolds 
Tobacco  Co.,  Winston  Salem,  N.C. 

Implemented  a  $75,000  elctronic  data 
interchange  technology  program  that 
slashed  paperwork,  reduced  staffing, 
and  cut  overall  operating  expenses  by 
$800,000  annually. 

»  Bill  MacDonald,  manager, 
corporate  operations  office,  Ontario 
Ministry  of  Transportation, 
Downsview,  Ontario 

Spent  $10,000  to  computerize  the 
bid  process  on  1,500  vehicles,  saving 
$550,000  annually  and  reducing 
turnaround  time  from  four  months  to 
four  weeks. 

Winded  T.  Mitchell,  manager,  fleet 
service,  King  County  Public  Works 
Dept.,  Seattle,  Washington 

Developed  several  customized  computer 
reports  to  monitor  productivity  in 
maintenance,  repair,  and  vehicle 
replacement  cycling.  Results  dramatically 
increased  vehicle  uptime  and  cut  costs 
by  more  than  $262,000  annually. 

**-  Ron  Pink,  business  manager, 
vehicle  fleet  business,  Xerox  Corp., 
Rochester,  N.Y. 

Spent  $2,500  to  develop  a  scannable 
expense  report  that  reduced  staffing  for 
expense  processing  by  more  than  90% 
while  reducing  overall  document 
processing  costs  from  $3.2  million  to 
$144,000. 

<*  Peggy  Williams,  corporate  contract 
administrator,  Pratt  &  Lambert,  Inc., 
Buffalo,  N.Y. 

Invested  $850  on  mapping  software  to 
replace  conventional  spreadsheet  reports, 
saving  up  to  $3,000  per  new  fleet 
vehicle  ordered. 


David  John,  manager  of  marketing 
and  product  planning  for  fleet  oper- 
ations at  General  Motors  Corp.  "But 
you  don't  need  a  six-passenger 
\  chicle." 

Fortunately  for  manufacturers,  the 
fleet  business  is  more  consistent  and 
predictable  than  the  fickle  retail 
market.  On  average,  fleets  continue 
to  retire  their  vehicles  like  clock- 
work every  2 A  to  3  years. 

Not  that  they  really  have  to. 
Traditionally,  the 
turnover  cycle  reflected 
the  expected  service  life 
for  such  components  as 
tires,  shocks,  and  muf- 
flers. Those  components 
last  longer  in  today's 
more  durable  cars,  but 
so  far  fleet  managers 
haven't  extended  their 
trade-in  cycles. 

In  the  meantime,  it's  a 
buyers'  market  tor  fleet 
vehicles  and  fleet  services 
Competition  is  unusually  fierce 
between  manufacturers,  among  ser- 
vice providers,  and  with  each  other. 

Ford,  for  one,  is  pushing  hard  to 
regain  fleet  service  business  captured 
by  leasing  companies  and  other 
independent  maintenance  compa- 
nies. It  competes  directly  with  lease 
companies  with  an  extended  service 
plan  and  centralized  billing  for  fleets 
who  buy  Ford  cars  and  trucks.  The 
objective  is  to  route  repairs  back 
through  franchised  Ford  dealerships. 

HOW  MUCH  OUTSOURCING? 

The  decision  to  seek  outside  help  to 
manage  a  fleet  is  never  made  lightly. 
But  providers  say  they  can  present  a 
stronger  case  now  because  they  have 
established  a  clear  performance 
record  m  recent  years.  "A  few  years 
ago.  many  of  these  services  were  in 
the  early  stages  of  adoption,"  notes 
ITU  I's  Noonan.  "It  was  more  diffi- 
cult to  demonstrate  savings." 

Not  all  fleet  managers  are  con- 
vinced, though.  Some  figure  they 


know  more  about  the  peculiarities 
of  their  own  fleets  than  any  outsider 
can.  Others  acknowledge  that 
they're  simply  not  comfortable  about 
assigning  sensitive  administrative 
work  to  others. 

"I  can't  bring  myself  to  turn  it 
over,"  acknowledges  Robert  P. 
Egerss,  fleet  administrator  for 
Preferred  Risk  Insurance  Group  in 
West  Des  Moines,  Iowa.  Egerss  has 
shrugged  off  overtures  by  big  leasing 


companies  to  help  him  monitor  his 
company's  200-vehicle  fleet  of  cars, 
vans,  and  trucks  -  even  though  he 
has  recently  taken  on  responsibility 
for  handling  employee  relocations  as 
well.  "Leasing  companies  tell  us  they 
can't  buy  cars  for  less  than  I  can," 
Egerss  says.  "And  we  sell  our  cars  for 
more  than  they  could."  Overall,  he 
contends,  "My  experience  is  just  as 
good  as  theirs  is." 

Managers  like  Egerss  also  point 
out  the  obvious:  The  services  pro- 
vided by  big  lease  companies  don't 
come  tree.  Nor  do  they  necessarily 
make  sense  in  every  fleet  situation. 

But  experts  believe  the  trend 
toward  outsourcing  more  and  more 
fleet  administrative  work  is  irre- 
versible. The  key  to  determining  the 
rate,  they  say,  is  how  well  service 
providers  and  their  customers  can 
form  true  partnerships  to  reduce 
overall  fleet  operating  costs. 

Text  by  Bill  Hampton, 
a  Detroit-based  automotive  writer. 
Design  by  Parham  Santana  Inc.,  NYC. 
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WELL,  IT  LOOKED  UK 

THANKS  TO  COST-CUTTING,  FIRST-QUARTER  PROFITS  ROSE  BY  27%— BUT 


■  s  the  party  already  winding  down? 
I  Buoyed  by  election  euphoria  and  holi- 
Hday  cheer,  the  country  finished  off 
last  year  with  a  bang.  With  the  U.  S. 
economy  finally  heating  up,  corporate 
profits  shot  up  51%  in  the  fourth  quar- 
ter. That  torrid  growth,  however,  was 
bound  to  be  unsustainable — as  BUSINESS 
WEEK's  latest  Corporate  Scoreboard  re- 
veals. First-quarter  profits  for  the  900 
companies  on  the  Scoreboard  jumped  by 
27' ; .  That's  certainly  still  a  robust  per- 
formance, especially  compared  with  the 
7%  profit  gain  of  a  year  ago.  The  worry 
is  that  profit  growth  may  contract  in  the 
next  few  quarters,  with  the  recovery 
slowing  down,  sales  growth  remaining 
anemic,  and  productivity  gains  increas- 
ingly hard  to  come  by. 

The  economic  revelry 
was  clearly  muted  in  the 
first  quarter,  when  gross 
domestic  product  grew 
by  an  annual  rate  of  just 
1.8%,  compared  with  4.7% 
in  the  fourth  quarter  of 
1992.  Says  economist 
Lacy  H.  Hunt  at  HSBC 
Holdings  PLC:  "It's  an 
economy  growing  at  a 
crawl."  Revenues  also 
continue  to  grow  at  a 
sluggish  pace.  First-quar- 
ter sales  crept  up  by  a 
modest  5%,  to  $985.2 'bil- 
lion. So  where  did  the 
hefty  profit  gain  come 
from?  Mostly  cost-cut- 
ting, as  companies  fur- 
ther trimmed  overhead, 
notably  payrolls.  "The 
reason  we're  getting  the 
profits  is  that  companies 
are  holding  the  line  on  la- 
bor costs.  They're  taking 
the  productivity  gains 
and  reaping  the  income 
growth  from  that,"  says 
Goldman,  Sachs  &  Co.  Se- 
nior Economist  Edward 
F.  McKelvey. 

The  weak  sales  num- 
bers don't  bode  well  for 
the  rest  of  1993.  Many 
economists  fear  compa- 
nies have  already  realized 
most  of  the  benefits  of 


restructuring.  That  means  profits  will 
have  little  room  for  growth  if  the  econo- 
my doesn't  pick  up.  For  all  of  1998,  earn- 
ings are  expected  to  rise  17%,  and  by  a 
mere  11%  in  1994,  McKelvey  estimates, 
compared  with  a  20%  gain  in  1992. 

One  first-quarter  profit  standout  that 
may  be  facing  future  pressure  is  ciga- 
rette and  food  giant  Philip  Morris  Cos. 
The  company  managed  to  hold  on  to  its 
No.  1  position  in  BUSINESS  week's  rank- 
ings of  the  top  15  profit  performers. 
Earnings  climbed  11%,  to  $1.2  billion, 
thanks  to  surging  sales 
abroad  of  everything 
from  cigarettes  to  Oscar 
Mayer  meats.  But  wheth- 
er Philip  Morris  will  re- 


main in  first  place  for  long  is  anoth 
matter.  In  April,  it  announced  plans 
cut  prices  on  its  premium-brand  smok 
such  as  Marlboro  in  an  attempt  to  st 
defections  to  discount  brands. 
gaining  speed.  Retailers  as  a  groi 
posted  the  strongest  profit  growth 
any  industry  for  the  first  quarter — I 
287%-,  to  $4.4  billion,  on  an  1 1%  increa 
in  sales.  But  that  figure  largely  repi 
sents  the  happier  days  of  late  last  yes 
The  last  quarter  for  most  retailers  end 
in  January  and  includes  holiday  sal 
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LEAR  SAILING 

IENTUM  MAY  BE  SLIPPING  AWAY 


im  November  and  December.  The 
)fit  advance  also  has  to  be  weighed 
ainst  the  poor  results  of  a  year  ago. 
at  is  especially  true  of  J.  C.  Penney 
.  Its  profits  jumped  a  stunning  914% 
npared  with  the  same  period  of  1992, 
en  the  retailer  earned  just  $37  million 
;er  a  $264  million  restructuring 
irge.  Carter  Hawley  Hale  Stores,  Fed- 
ited  Department  Stores,  R.  H.  Macy, 
i  Woolworth  all  also  chalked  up  sub- 
ntial  profit  gains  when  compared 
;h  their  sluggish  earnings  last  year. 


T-QUARTER  PROFITS 


THE  COMPANIES 


MADE  THE  MOST      WHO  LOST  THE  MOST 


The  auto  industry  likewise  scored  im- 
pressive results.  Detroit's  Big  Three, 
which  have  been  steadily  downsizing  in 
recent  years,  all  made  money  in  the  first 
quarter — the  first  time  that  has  hap- 
pened since  the  second  quarter  of  1990. 
Their  bottom-line  performance  also 
earned  each  a  place  among  the  15  top 
profit  makers  of  the  first  quarter.  "It 
shows  the  power  of  cost-cutting  when 
they  finally  get  around  to  it,"  notes  eco- 
nomic consultant  A.  Gary  Schilling.  "It 
took  them  a  long  time." 

Still,  most  of  the  credit 
for  profit  gains  at  Gener- 
al Motors  Corp.  and  Ford 
Motor  Co.  goes  to  non- 
auto    operations.  GM's 
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Hughes  Aircraft  Co.,  Electronic  Data 
Systems  Corp.,  and  its  finance  unit  gen- 
erated much  of  the  company's  earnings. 
GM  made  $513.2  million  in  the  first  quar- 
ter, compared  with  a  loss  of  $166.7  mil- 
lion in  the  first  quarter  of  1992.  Similar- 
ly, Ford's  finance  unit  chipped  in  a  large 
portion  of  the  auto  maker's  157%-  profit 
gain,  to  $572  million. 

By  contrast,  Chrysler  Corp.'s  im- 
proved profits,  analysts  say,  have  a  lot 
to  do  with  continued  cost-cutting  and 
well-received  new  models,  such  as  the 
LH  sedans  and  the  Jeep  Grand  Cherokee. 
Chrysler's  first-quarter  sales  rose  by 
33%,  to  $10.9  billion.  Profits  soared  to 
$530  million,  compared  with  a  loss  of 
$231  million  in  1992's  first  quarter. 

cutbacks.  Even  with  a 
tepid  rebound  in  housing 
starts,  forest-product 
profits  surged  236%  after 
lumber  prices  doubled  in 
October.  The  shrinking 
timber  supply,  following 
logging  cutbacks  to  pro- 
tect the  spotted  owl,  was 
behind  the  price  surge. 
The  big  winners:  owners 
of  private  timberland 
such  as  Louisiana-Pacific 
Corp.,  whose  profits 
jumped  144%,  to  $87.7 
million,  and  Weyer- 
haeuser Co.,  up  105%,  to 
$177.4  million. 

The  computer  industry 
included  many  big  win- 
ners, as  Compaq  Comput- 
er and  Cray  Research  en- 
joyed strong  comebacks 
and  clonemaker  Dell 
Computer  maintained  its 
momentum.  All  had  tri- 
ple-digit profit  hikes  and 
healthy  sales  gains.  Yet 
that  didn't  offset  Big 
Blue's  blues:  The  indus- 
try posted  a  717'  decline 
in  profits,  largely  be- 
cause of  IBM's  $285  mil- 
lion loss.  Chase  Manhat- 
tan Corp.  beat  out  IBM  to 
log  the  greatest  loss  for 
the  quarter.  Excluding 
accounting  adjustments 
that  pushed  it  back  into 
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the  black,  the  bank  lost  $347  million  be- 
cause of  a  special  provision  to  further 
mark  down  $2  billion  in  troubled  real 
estate  assets. 

The  booby  prize  for  industry  perfor- 
mance, though,  goes  to  the  airlines.  The 
seven  publicly  traded  carriers  lost  a 
staggering  $345.1  million  in  the  first 
quarter,  little  better  than  the  year-ago 
quarter's  $394  million  in  red  ink.  The 


industry  is  still  plagued  by  excess  capac- 
ity that  may  take  another  year  to  reme- 
dy. The  biggest  loser  was  UAL  Corp., 
parent  of  United  Airlines  Inc.,  which  lost 
$138  million,  compared  with  a  $108  mil- 
lion loss  in  the  same  period  of  1992. 

This  quarter's  results  make  many 
economists  nervous.  Corporate  America 
thought  it  was  seeing  a  real  turnaround 
in  the  fourth  quarter  of  1992  and  started 


amassing  inventory  to  meet  expectc- 
sales  growth  early  this  year.  Inventor 
levels  haven't  been  this  high  since  tr 
beginning  of  1989,  notes  HSBC's  Hunt,  i 
sales  remain  lax,  he  believes  the  econ 
my  might  grow  at  roughly  the  sarr 
1.8%  pace  in  the  coming  year.  If  so,  tr 
,  sluggish  first  quarter  will  have  bee 
more  than  just  a  groggy  morning  afte 
By  Elizabeth  Lesly  in  New  Y01 


A  SPOTLIGHT  ON  FIRST-QUARTER  PROFITS 


AFTERTAX  PROFITS, 
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INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

The  January-March  period  was  the  fifth  straight  quarter  of  positive  earnings. 
The  big  dollar  changes  were  all  on  the  plus  side— with  the  sole  exception  of 
computers  and  peripherals,  zapped  by  IBM's  loss.  Sales  continued  to  grow 
at  a  relatively  modest  5%  clip. 
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.OSSARY 

les:  Includes  all  sales  and  other  operating 
enues.  For  banks,  includes  all  operating 
enues. 

rfits:  Net  income  before  extraordinary  items 
i  discontinued  operations.  For  banks,  profits 
i  net  income  after  security  gains  or  losses, 
irgins:  Net  income  before  extraordinary 
ns  as  percent  of  sales, 
turn  en  invested  capital:  Ratio  of  net 
ome  before  extraordinary  items  and 


discontinued  operations,  plus  minority  interest 
and  interest  expenses  adjusted  by  tax  rate 
(all  for  most  recent  12  months),  to  latest 
available  total  funds  invested  in  company. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 

Price-earnings  ratio:  Based  on  Apr.  23 
stock  price  and  earnings  for  latest  12  months. 


Growth  in  common  equity:  Annual 
percentage  growth  in  common  equity  for 
latest  5-year  period. 

Growth  in  earnings  per  share:  Annual 

percentage  growth  in  earnings  per  share, 

including  all  common  stock  equivalents  for 

latest  5-year  period. 

Market  value:  Latest  available  shares 

outstanding  times  stock  price  on  Apr.  23, 

1993. 

Earnings  per  share:  For  latest  12  months; 
includes  all  common  stock  equivalents. 
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-23 

NA 

671 

-0.60 

>shkosh  Truck  (3) 

154.3 

-6 

2.1 

-  34 

1  4 

2  0 

5  0 

5.7 

1  1 

1 

-35 

74 

0.76 

accar 

800.5 

27 

27.4 

154 

3.4 

1.7 

NA 

7.9 

25 

5 

-21 

2012 

2.42 

•ARTS  &  EQUIPMENT 

ROUP  COMPOSITE 

6238.5 

13 

194.8 

138 

3.1 

1.5 

9.2 

14.6 

20 

-3 

-8 

11629 

1.89 

krvin  Industries 

476.0 

4 

6.1 

69 

1.3 

0.8 

8.4 

9.5 

18 

2 

-2 

751 

1.89 

ummins  Engine 

1048.4 

19 

41.1 

722 

3  9 

0  6 

14.6 

23.7 

16 

-8 

NA 

1578 

5.58 

tana 

1323.5** 

12 

23.5 

63 

1  8 

1  2 

NM 

10.1 

43 

-3 

-33 

2256 

1.14 

agle-Picher  Industries  (1) 

147.0 

10 

6.7 

63 

4.5 

3.0 

NM 

NM 

1 

NA 

-8 

34 

2  87 

aton 

1034.0 

9 

50.0 

61 

4.8 

3.3 

12.6 

16.5 

20 

-2 

-13 

3075 

4.50 

chlin  (4) 

437.3 

6 

15.6 

39 

3  6 

2  7 

9  5 

11.0 

19 

2 

1 

1425 

1.32 

ederal-Mogul 

410.5 

38 

7.5 

NM 

1  8 

0  2 

3  7 

2.3 

84 

-14 

NA 

434 

0.23 

layes  Wheels  International 

(11)  408.7 

2 

3  6 

NM 

0.9 

NM 

NA 

5.2 

51 

NA 

NA 

167 

0.40 

Aasco  Industries 

456.1 

18 

17.5 

111 

3.8 

2.1 

6.5 

10.9 

27 

-3 

-4 

990 

0  62 

>mith  (A.O.) 

296.1 

17 

13.0 

177 

4  4 

1  9 

9  3 

14.5 

1  1 

NA 

33 

404 

3.65 

itandard  Products  (6) 

2009 

28 

10.1 

89 

5.1 

3.4 

17  6 

19  9 

15 

2 

-9 

516 

2  94 

IRE  &  RUBBER 

(ROUP  COMPOSITE 

3094.1 

2 

112.3 

32 

3.6 

2.8 

16.0 

20.7 

16 

5 

-16 

8260 

3.23 

hooper  Tire  &  Rubber 

280.1 

4 

25.2 

34 

9  0 

7.0 

21  1 

23.2 

26 

17 

27 

2923 

1.37 

Soodyear  Tire  &  Rubber 

2814.0 

1 

87.1 

32 

3  1 

2  4 

15.2 

20.1 

14 

3 

-19 

5337 

5.40 

"irst  quarter  ended  Feb.  28.  (2)  First  quarter  ended  Jan.  31.  (3)  Second  quarter  endt 

sd  Mar.  31 

(4)  Second  quarter  < 

inded  Feb.  28.  (5)  S 

Bcond  quarter  ended  Jan.  3  1 .  (6)  Third  quar- 

ended  Mar.  31.  (7)  Third  quarter  ended  Feb.  28.  (8)  Third  quarter  ended  Jan.  3 1  (9)  Fourth  quarter  ended  Mar.  31.  (10)  Fourth  quarter  ended  Feb.  28  (11)  Fourth  quarter  ended 
.  31.  'Sales  include  excise  taxes.  "Sales  include  other  income.  '"Sales  include  excise  taxes  and  other  income.  tRevenues  from  some  major  subsidiaries  are  not  included  in  consoli- 
Bd  sales;  parent's  share  of  earnings  is  included  in  profits.  NA  =  not  available.  NM  =  not  meaningful.  Earnings  per  share  are  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent 
jI  year;  they  include  all  common  stock  equivalents  but  exclude  extraordinary  items  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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Corporate  Scoreboard 


COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 


VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINC 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4-23 

PER 

S  MIL. 

% 

S  MIL 

% 

% 

% 

% 

% 

423 

% 

% 

$  MIL 

SHARE 

3  BANKS 

INDUSTRY  COMPOSITE 

51803.9 

j 

5138.4 

25 

9.6 

7.9 

13.7 

12.8 

13 

13 

(a)  BANKS  -  EAST 

CROUP  COMPOSITE 

28015.7 

3 

1971.7 

12 

6.4 

6.3 

16.7 

13.0 

12 

7 

-11 

87283 

3.20 

Bank  of  Boston 

1338.4 

2 

50.2 

28 

3  8 

3  0 

20  8 

10.0 

1  1 

-1 

46 

1906 

2.10 

Bank  of  New  York 

881  0 

-4 

125.0 

56 

14.2 

8  7 

11.9 

12.2 

1  1 

17 

1 

4387 

4.88 

Bankers  Trust  New  York 

1755.0 

10 

2300 

49 

13.1 

9  7 

31.3 

23  8 

7 

1 

158 

5822 

9.75 

Chase  Manhattan 

3819  0 

33 

-3470 

NM 

NM 

4.9 

NA 

0.4 

NM 

7 

NA 

4976 

0.21 

Chemical  Banking 

3049  0 

-5 

339  0 

30 

1  1  1 

8.1 

NA 

12.6 

9 

26 

-44 

9348 

4.1  1 

Citicorp 

7907  0 

-1 

3700 

102 

4.7 

2.3 

12.4 

8.6 

1  7 

0 

-23 

10170 

1.66 

CoreStates  Financial 

487  8 

-10 

73.3 

24 

15.0 

10.9 

12.2 

16.3 

12 

11 

-1 

3197 

4.73 

First  Empire  State 

212.1 

-7 

24  3 

-12 

1  1  5 

12.1 

16.8 

15.4 

12 

9 

14 

1024 

12.91 

First  Fidelity  Bancorporation 

599.5 

-5 

92  6 

41 

15.4 

10.4 

14.9 

15.8 

11 

8 

45 

3381 

4.18 

Fleet  Financial  Group 

1 137.5 

-1 

106  3 

1  1  1 

9.3 

4  4 

8.1 

12  8 

15 

7 

-U 

3994 

2.13 

Integra  Financial 

283.4 

4 

39.8 

76 

1 4.0 

8  3 

1 5  9 

20. 1 

9 

1  6 

9 

1 094 

4.97 

KeyCorp 

680.5 

1 

94.9 

30 

1 3.9 

1 0  8 

NA 

1 3.3 

1 2 

1 5 

1 4 

3882 

3.34 

Mellon  Bank 

799.0 

2 

34.0 

-60 

4  3 

1  1  0 

NA 

16.0 

9 

20 

31 

3078 

5.91 

Meridian  Bancorp 

246.5 

-9 

24  3 

-10 

9.9 

10.0 

12.3 

12.4 

12 

1  1 

0 

i396 

2.47 

Midlantic 

260.7 

32 

-15.5 

NM 

NM 

NM 

2.1 

2.1 

4  1 

-1 1 

-58 

975 

0.52 

Morgan  (J.  r.) 

2884.0 

1 8 

432  0 

64 

1 5.0 

1 0.8 

3 1 .9 

22.8 

1  1 

5 

53 

13101 

6.50 

PNC  Bank 

NA 

NA 

187  0 

49 

NA 

11.9 

19.4 

15  7 

12 

1 1 

-1 

7442 

2.57 

Republic  New  York 

572.5 

-2 

68.7 

14 

12.0 

10  3 

9  1 

13.5 

10 

12 

63 

2466 

4.56 

Shawmut  National 

474.8 

- 1  6 

-16  5 

NM 

NM 

5  9 

8  2 

0  0 

N  M 

-6 

NA 

1 966 

0.01 

State  Street  Boston 

357.4 

2 

42.7 

1  8 

1 1 .9 

1  0.4 

25  2 

1  7  5 

1  5 

1  6 

1 4 

2430 

2.19 

1  1  ID  C '  '  1 

UJB  Financial 

270.7 

-6 

1 6.5 

73 

6. 1 

3  3 

7.7 

6.5 

20 

5 

-24 

1 246 

1 .21 

(b)  BANKS  -  MIDWEST 

OROUP  COMPOSITE 

9718.5 

-3 

1423.4 

39 

14.6 

10.2 

12.9 

12.8 

15 

19 

59 

60112 

2.75 

Banc  One 

1734.3 

-5 

272  3 

59 

15.7 

9.4 

NA 

14.6 

15 

25 

14 

14169 

3.67 

Boatmen's  Bancshares 

485  0 

2 

70.3 

27 

14,5 

11.1 

13  8 

13.2 

12 

19 

8 

2824 

4.80 

Comerica 

543.9 

9 

80  7 

7 

14.8 

12.5 

10.9 

1 1.5 

15 

27 

7 

3475 

1.98 

{"ont'in^ritfil  Rnnv 

\iVIIIIIICIIIUI  UUMIV 

435.0 

8 

61 .0 

7 

1 4.0 

12  0 

t  JA 

1 4.9 

7 

1  7 

-14 

1 269 

3.51 

Firth  Third  Bancorp 

23 1 .4 

8 

44  6 

23 

1 9.3 

16  8 

15  7 

1 6  6 

20 

20 

1  4 

3399 

2.89 

First  Bank  System 

474.4 

0 

63  7 

32 

1 3.4 

1 0. 1 

7  1 

5  9 

24 

7 

1  5 

2725 

1 .21 

First  Chicago 

1  1 49.7 

1 

1  79  1 

1  06 

15.6 

7  7 

NA 

-1 .6 

NM 

1  3 

NA 

322 1 

-1.19 

Ci  r  -  r  r\ T  Amori/n  RnnL 

ill  si  ui  MmeriQa  dqiik 

448  9 

_  ^ 

58  6 

22 

1 3  1 

1 0  2 

1 2  5 

1 3  4 

1  3 

22 

o 

2 1 95 

3  03 

Firstar 

297.2 

1 

50.0 

3  5 

16.8 

12.3 

1  7  1 

1 6.7 

1  2 

2  1 

3 

2 1 40 

2  0  1 

Huntington  Bancshares 

3 1 4  9 

6 

47  3 

48 

15.0 

1 0.7 

1  7  1 

1 6.4 

1  3 

1  3 

1  3 

2055 

2.00 

National  City 

658.3 

9 

95  3 

1  6 

14.5 

1 1  3 

1 5  0 

1 5.0 

1  2 

1  8 

8 

4023 

4.32 

iiuu  Duncorp 

793  8 

—5 

115  1 

1  6 

1 4  5 

1 1  9 

1 3  4 

1 2  7 

]  c, 

1  5 

„ 

5333 

2  20 

Northern  Trust 

308  3 

-1 

40  2 

1 2 

1 3  0 

115 

1 7  5 

1 7 

20 

239 1 

2  72 

Norwest 

1253.9 

5 

150.2 

31 

12.0 

9.6 

1 1.5 

15.7 

13 

24 

6 

7219 

3.72 

Society 

589.5 

-7 

95  0 

115 

16.1 

7.0 

15  9 

19.2 

1  1 

28 

-6 

3673 

2.94 

lr\  RAMKC     CAI1TM  XL  CAIITI1KACT 
\  C }  DMPJIV9  -  SVVin  Ot  9UUlnlH>l 

GROUP  COMPOSITE 

6810.9 

-7 

914.4 

25 

13.4 

10.0 

15.9 

14.1 

12 

19 

2 

39044 

3.52 

Barnett  Banks 

805.5 

1  0 

92.3 

37 

1 1 .5 

7  6 

NA 

9  1 

1  9 

1  0 

-16 

41 56 

2.21 

Crestar  Financial 

262.5 

6 

30  9 

1 26 

1 1  8 

A  9 

1 1 .8 

1 0.0 

1  5 

10 

8 

1498 

2.75 

Fir  ct  1  IniAn 
1  II  Jl  l/llluli 

13712 

2 

200  0 

1  39 

1 4  6 

6  0 

1  3  1 

1 5.3 

1  0 

1 6 

5 

6275 

4.40 

NationsBank 

2375.0 

-13 

281  0 

-9 

118 

1  1  4 

17.1 

14.1 

1  1 

40 

-1 

12428 

4.42 

Signet  Banking 

270  4 

3 

38  3 

74 

14  2 

8  4 

177 

15.2 

13 

8 

16 

1574 

4.46 

SouthTrust 

262  4 

1  4 

34  8 

35 

13.3 

1 1.2 

13.6 

14.3 

12 

16 

9 

1490 

2.60 

SunTrust  Banks 

774  4 

-6 

1 15.5 

13 

14.9 

12.4 

16.1 

15.9 

13 

10 

8 

5494 

3.40 

Wachovia 

689  5 

-4 

121.6 

15 

17.6 

14.7 

18.6 

16.2 

14 

16 

7 

6130 

2.60 

(d)  BANKS  •  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

7258.8 

13 

829.0 

44 

11.4 

9.0 

7.6 

11.1 

13 

21 

-1 

31886 

3.79 

Bancorp  Hawaii 

233.0 

-3 

33.0 

8 

14.2 

12.8 

18.9 

14  4 

12 

20 

1 1 

1357 

4.19 

BankAmerica 

4014.0 

39 

484  0 

60 

12.1 

10  5 

7  2 

1 1.8 

1  1 

34 

12 

16428 

4.23 

First  Interstate  Bancorp 

985  7 

-10 

119  5 

97 

12  1 

5  5 

8  6 

10  7 

15 

5 

NA 

4267 

3.86 

U.S.  Bancorp 

472.9 

-3 

61.5 

31 

13  0 

9  7 

1 1.3 

14.1 

12 

12 

13 

2514 

2.16 

Union  Bank 

324  2 

9 

23.0 

68 

7.1 

3  8 

10.7 

10.4 

13 

10 

8 

1281 

3.11 

Wells  Fargo 

1229  0 

-8 

108  0 

-9 

8.8 

8.9 

5.2 

6.8 

27 

1 1 

-15 

6040 

4.07 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

32270.1 

0 

1727.3 

6 

5.4 

5.0 

7.6 

9.4 

28 

3 

-10 

122911 

1.45 

Air  Products  &  Chemicals  (3) 

833  9 

5 

75.3 

3 

9.0 

9  2 

10.0 

13.7 

18 

13 

9 

5030 

2.50 

American  Cyanamid 

1401.3 

2 

1 18.7 

3 

8  5 

8  3 

14  0 

14  7 

12 

8 

4 

4583 

4.42 

Arco  Chemical 

7670 

1 

52.0 

-15 

6  8 

8.0 

8.3 

1 1.5 

22 

8 

23 

4197 

1.96 

Betz  Laboratories 

168  5 

-4 

19  2 

-5 

1 1.4 

1 1.4 

19  4 

24  9 

18 

7 

16 

1397 

2.67 

Dexter 

217  2 

-11 

7.7 

-14 

3.6 

3.7 

9.6 

12.1 

16 

1 

-1 

605 

1.53 

Dow  Chemical 

4363  0** 

-6 

402.0 

126 

9.2 

3  8 

7  8 

6  1 

31 

8 

-26 

15163 

1.81 

Du  Pont 

90700" 

*  -1 

493.0 

12 

5  4 

4  8 

7.1 

8  8 

34 

2 

-1  1 

35016 

1  52 

Engelhard 

490  2" 

22 

22.2 

-2 

4  5 

3  6 

14.2 

15.3 

22 

-1 

8 

2225 

1.51 
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DMPANY  SALES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 

VAIUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

423 

PER 

 SMIL  

 ___  

% 

4  23 

% 

% 

S  MIL 

SHARE 

hyl 

829.0 

22 

71.9 

15 

8  7 

9.2 

12.3 

19.9 

12 

7 

5 

3329 

2.35 

rro 

258.1 

-5 

13.1 

2 

5.1 

4.7 

14.5 

17.1 

16 

3 

-20 

865 

1.90 

eeport-McMoRan 

300.8 

-17 

-30.0 

NM 

NM 

1.5 

1  1.6 

146  6 

22 

-28 

-1 1 

2800 

0.91 

Her  (H.  B.)(1) 

228.1 

4 

3.0 

-51 

1.3 

2.8 

12.0 

13  0 

17 

9 

9 

541 

2.33 

eorgia  Gulf 

181.9 

-4 

10.1 

-22 

5.6 

6.8 

27.1 

NM 

18 

NA 

-25 

797 

1  07 

oodrich  (B.  F.) 

598.8 

-1 

-7.6 

NM 

NM 

NM 

NM 

-3.2 

NM 

-2 

NA 

1  194 

-0.91 

race  (W.  R.) 

1240.9 

2 

28  3 

27 

2.3 

1.8 

4.2 

5.5 

41 

3 

9 

3495 

0.94 

reat  Lakes  Chemical 

430  2 

25 

64  2 

21 

14.9 

15  4 

23  9 

23.2 

20 

22 

26 

4990 

3  42 

anna  (M.  A.) 

3704** 

25 

4  4 

83 

1.2 

0.8 

6.6 

7.0 

20 

5 

-9 

676 

1.47 

srcules 

672  0 

-10 

43.9 

19 

6.5 

5.0 

9  0 

10.0 

19 

4 

-21 

3188 

3.91 

IC  Fertilizer  Group  (6) 

222.8 

-17 

-1 13.7 

NM 

NM 

14.4 

NM 

-13.2 

NM 

4 

-5 

755 

-3.73 

ternational  Specialty  Products 

146.2 

3 

1 1.5 

-33 

7  9 

12.0 

NA 

NA 

12 

NA 

NA 

612 

0.52 

ictite 

149.1 

1 

19.7 

0 

1 3.2 

13.3 

19.3 

1  8.9 

20 

18 

19 

1428 

1.99 

brizol 

3673 

-12 

35  4 

-20 

9.6 

10.6 

13.5 

14.7 

19 

6 

1  1 

2156 

1.69 

ended  Petrochemical 

1064.0 

4 

-8  0 

NM 

NM 

NM 

10.5 

NM 

60 

-5 

-57 

1980 

0  41 

onsanto 

1941.0 

-2 

141  0 

-3 

7.3 

7.4 

NM 

-4.4 

NM 

-4 

NA 

6641 

-1 .01 

orton  International  (6) 

648.3 

17 

49  4 

20 

7.6 

7.4 

1 1.2 

12.4 

23 

1  1 

8 

3572 

3.16 

alco  Chemical 

339  0 

4 

35.1 

6 

10.4 

10.1 

15.6 

23.8 

17 

5 

12 

2319 

1.93 

|  Industries 

198  5 

-12 

-13.5 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

248 

-1 .00 

lin 

591.9 

-4 

1  1  7 

-51 

2.0 

3.9 

5.2 

3.7 

26 

0 

-10 

845 

1.68 

axair 

594.0 

-9 

33  0 

6 

5.6 

4.7 

12.6 

14.7 

28 

NA 

NA 

2343 

0.65 

uantum  Chemical 

644.7** 

2 

-15.2 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

403 

-4.04 

>hm  &  Haas 

826.0** 

16 

59.0 

4 

7  1 

8  0 

9.3 

13.1 

24 

3 

4 

41 13 

2  52 

hulman  (A.)  (4) 

161.9** 

-7 

7.9 

-19 

4.9 

5.6 

14  0 

14.6 

21 

19 

17 

885 

1.40 

lion  Carbide 

1 193.0 

1 

42  0 

0 

3.5 

3.5 

9.0 

8.4 

26 

2 

-21 

2641 

0.77 

eilman 

208.0 

0 

21.8 

75 

10.5 

6  0 

9.6 

12.8 

1  1 

35 

10 

687 

1.88 

Itco 

553  2 

32 

18.8 

-1 

3  4 

4.5 

7  2 

8.7 

23 

3 

0 

1  195 

2.36 

ONGLOMERATES 

DUSTRY  COMPOSITE 

37329.3 

2 

1918.7 

21 

5.1 

4.4 

10.4 

12.7 

23 

1 

3 

135101 

2.58 

co  Standard  (3) 

1490.6** 

25 

29  5 

27 

2  0 

2.0 

9.2 

12.9 

19 

8 

2 

2143 

2  39 

liedSignal  t 

2901.0 

-3 

149.0 

22 

5.1 

4  1 

16.1 

25.0 

17 

-5 

4 

9400 

3.98 

>ltec  Industries 

339.9 

1 

17.5 

NM 

5.1 

NM 

37.5 

NM 

13 

NA 

NA 

1118 

1.22 

al 

778  8 

-1 

14  6 

29 

1.9 

1.4 

6.1 

7.7 

55 

-12 

-31 

1812 

0.70 

)gie  International 

281.8 

-6 

6  3 

-30 

2.2 

3.0 

6.3 

6.5 

12 

4 

-10 

333 

1.47 

qua  Industries 

263  9 

-4 

-4.9 

NM 

NM 

NM 

3.9 

3.1 

26 

-9 

-29 

199 

0.46 

eneral  Electric 

12900.0** 

4 

1085.0 

13 

8.4 

7  8 

16.9 

18.9 

18 

7 

15 

79662 

5  18 

eneral  Host  (11) 

164.7 

16 

0.6 

-12 

0.4 

0.5 

NM 

1.9 

56 

-6 

NA 

162 

0.16 

arcourt  General  (2) 

942.2** 

7 

31.8 

18 

3.4 

3.0 

8.1 

12.6 

22 

-3 

5 

2484 

1.50 

r 

51000 

0 

175.0 

27 

3  4 

2.7 

NM 

-3.7 

NM 

0 

NA 

9510 

-2.18 

ill  (5) 

167.5 

1 

3.3 

-83 

1  9 

11.4 

15.1 

15.6 

30 

15 

12 

2303 

0.67 

emark  International 

706.1 

4 

24.0 

26 

3  4 

2.8 

1.8 

1.3 

NM 

2 

-33 

1586 

0.28 

>ckwell  International  (3) 

2694.0 

-2 

136.9 

38 

5  1 

3.6 

15.4 

19.1 

13 

-1 

-2 

6795 

2  38 

Iedyne 

636.5 

-1 1 

33.8 

186 

5.3 

1.6 

10.3 

15.4 

16 

-32 

-37 

1067 

1.23 

nneco 

32470 

1 

74.0 

111 

2.3 

1.1 

NM 

-50  0 

NM 

-15 

NA 

6760 

-4.61 

xtron 

2163.9 

9 

82.8 

19 

3  8 

3.5 

7.9 

13  6 

12 

NA 

4 

4225 

3.87 

!W 

2029.0 

0 

51.0 

38 

2  5 

1  8 

1 1.6 

14.7 

20 

1 

-6 

4137 

3.29 

hitman 

522.5 

5 

8.4 

59 

1.6 

1.1 

10.8 

19.9 

15 

-20 

-19 

1406 

0  89 

ONSUMER  PRODUCTS 

DUSTRY  COMPOSITE 

58311.1 

5 

4339.9 

13 

7.3 

6.8 

13.5 

22.9 

16 

10 

11 

268181 

2.07 

PPAREL 

10UP  COMPOSITE 

5845.4 

7 

362.7 

9 

6.2 

6.1 

13.0 

16.3 

19 

11 

15 

22885 

1.95 

'own  Group  (11) 

449  8 

4 

9.1 

NM 

2.0 

0.1 

NM 

1.6 

NM 

-2 

-14 

563 

0  27 

ystal  Brands 

138  2 

2 

-10.8 

NM 

NM 

NM 

5.8 

9.3 

3 

-9 

NA 

25 

1.01 

uit  of  the  Loom 

428.9 

1 

44.1 

22 

10.3 

6  5 

14.9 

21.9 

16 

36 

28 

3117 

2.58 

artmarx  (1) 

186.9 

-39 

-1.2 

NM 

NM 

NM 

NM 

NM 

NM 

-22 

NA 

162 

-8.37 

>nes  Apparel  Group 

145.1 

36 

12.9 

25 

8.9 

9.6 

31.9 

32.6 

17 

NA 

NA 

707 

1.69 

ellwood  (8) 

235  9 

16 

2  5 

16 

1  0 

1.0 

8.7 

9  7 

14 

9 

- 12 

376 

1  98 

i  Claiborne 

531  3 

-5 

41.0 

-35 

7.7 

1 1.3 

19.4 

19.7 

15 

23 

18 

2970 

2  37 

ike  (7) 

972  0 

12 

89  5 

8 

9  2 

9.5 

24.6 

23.8 

15 

33 

52 

5319 

4  66 

xford  Industries  (7) 

140.7 

12 

3  5 

18 

2  5 

2.3 

1 1.6 

13.0 

10 

-3 

2 

145 

1  65 

lillips-Van  Heusen  (11) 

272  5 

17 

9  7 

14 

3  5 

3  7 

13.9 

18.5 

19 

0 

13 

674 

1  42 

eebok  International 

825.2 

4 

67.8 

9 

8  2 

7  8 

13.5 

14.3 

27 

7 

3 

3117 

1.29 

jssell 

204.7 

4 

16.0 

4 

7  8 

7.9 

1 1.5 

14.5 

16 

15 

8 

1301 

2.01 

ride  Rite  (1) 

140.8 

1 

15  2 

-11 

10.8 

12  2 

21.0 

22.0 

14 

19 

25 

827 

1.16 

F 

1016.6 

24 

52  7 

21 

5.2 

5  3 

14.7 

209 

12 

1 

5 

2916 

4.07 

arnaco  Group 

156  8 

20 

10.8 

144 

6.9 

3  4 

NM 

38.7 

13 

NA 

NA 

666 

2  59 

PPLIANCES  &  HOME  FURNISHINGS 

ROUP  COMPOSITE 

7537.6 

10 

175.2 

3 

2.3 

2.5 

5.1 

5.6 

46 

5 

-6 

19184 

0.56 

rmstrong  World  Industries 

61 1.9 

-4 

1 1.3 

-27 

1.8 

2.4 

NM 

-16.1 

NM 

-8 

NA 

1239 

-2  17 

est  Buy  (10) 

613.6 

81 

10.8 

1  1  1 

1.8 

1.5 

9.7 

10.9 

21 

16 

8 

414 

1.71 

rcuit  City  Stores  (10) 

1098.3 

22 

60.8 

38 

5.5 

4.9 

19.3 

22.1 

26 

24 

12 

2814 

1.15 

eilig-Meyers  (10) 

182  4" 

24 

9.6 

41 

5.3 

4  6 

10.8 

12.4 

26 

13 

1 1 

959 

1  26 
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COMPANY 


SALES 


PROFITS 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

1993 

1992 

1993 

1992 

1993 

1992 

$MIL. 

S  MIL 

RETURN 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


4-23 


5-YEAR  GROWTH  MARKET 

VALUE  12 

EARNINGS       SHARES  MONTt 

COMMON        PER       OUTSTANDING  EARN  IN 

EQUITY       SHARE          4-23  PER 

%              %              SMIL  SHARI 


InterTan  (6) 

Kimball  International  (6) 
La-Z-Boy  Chair  (8) 
Ladd  Furniture 


1740 
181  7 
1 69  8 

136.1 


-13 
12 

14 

15 


-5.4 
9  0 
6.4 
1.8 


NM 
2 
27 
105 


NM 

5.0 
3  8 
I  3 


1.6 
5  5 
3  4 
0  7 


NM 

10.0 
8.5 
4  0 


-35.7 
10.4 
.  9.7 
40 


NM 
18 
21 
43 


10 
10 


NA 
3 
0 

-42 


73 
593 
510 
265 


Masco 
Maytag 

Pier  1  Imports  (10) 
Sunbeam-Oster 


946  0 
716.9 
165.8 
289.4 


1  1 

-5 
l  l 


54.5 
-10.5 
5  3 
23  8 


34 
NM 
15 
49 


5  8 
NM 

3.2 
8  2 


4  8 

3.3 
3  1 
6  0 


7.6 
NM 
10.3 
1 1.3 


10.4 
-7.7 
11.8 
14.0 


24 
NM 
18 
19 


12 
20 
NA 


-20 
NA 
-1 
NA 


4669 
1439 
421 
1374 


Toro  (5) 

153.2 

-5 

1.8 

NM 

1.2 

NM 

NM 

-6.3 

NM 

17 

NA 

228 

-0.6< 

Whirlpool 

1808  0 

5 

18.0 

-49 

1.0 

2.0 

10.3 

13  3 

21 

4 

0 

3983 

2.6. 

Zenith  Electronics 

290  5 

10 

-218 

NM 

NM 

NM 

NM 

-47.2 

NM 

-15 

NA 

204 

-3.3: 

(c)  BEVERAGES 

GROUP  COMPOSITE 

13049.9 

8 

978.7 

8 

7.5 

7.4 

13.8 

36.6 

23 

9 

15 

100099 

1.6< 

Anheuser-Busch 
Brown-Forman  (8) 
Coca-Cola 

Coca-Cola  Bottling  Consolidated 

Coca-Cola  Enterprises 

Coors  (Adolph) 

Dr  Pepper/Seven-Up 

PepsiCo 

Universal  Foods  (3) 


2503.4 
353.2 

3056.0 
154  3 


5 
13 
10 

4 


194  1 

37.2 
454.0 

1.3 


10 


13 

NM 


7.8 
10.5 
14.9 

0  9 


8  2 
11.0 
13.9 

NM 


12.8 
15.5 
40.7 
3.0 


21.1 
19.5 
50  2 
5.9 


l  4 
15 
26 

NM 


1  1 

7 
7 
21 


1  1 
12 
19 
NA 


13363 
2277 
50801 
168 


1208  0 
296.0 
170.8 

5091  6 
216.7 


9 
4 

6 
13 
3 


-5.0 
4.7 
18.0 
260.4 
13.9 


NM 
NM 

NM 
1  1 
10 


NM 
1  6 
10.5 
5.1 
6  4 


2  2 

NM. 
NM 

5.2 
5  7 


-0.7 
NA 

30.2 
1 1.3 
10.3 


-3.6 
3.6 
NM 
23.9 
14.0 


NM 
16 

NM 
22 
22 


-4 

2 
NA 
18 
13 


NA 
17 
NA 

15 
1  5 


1681 
639 
962 
29256 
952 


(d) PERSONAL  CARE 
GROUP  COMPOSITE 


12938.8 


946.3 


20 


7.3 


6.1 


16.2 


21.6 


19 


10 


22 


64854 


Alberto-Culver  (3) 
Avon  Products 
Clorox  (6) 
Colgate-Palmolive 


288.5 
841.9 
476.5 
1702.7 


1 1.2 
24  6 
45.4 
140.8 


10 

NM 

18 
24 


3  9 

2.9 
9.5 
8  3 


3  7 

NM 
8  4 
7  1 


12.4 
49.6 
1  1.4 
14.9 


13  8 

77.8 
15.0 
18.6 


20 
16 
20 
20 


19 

-10 
5 
21 


13 
1 

-6 
166 


765 
3949 
2620 
9594 


Ecolab  240  8  3  12.6  12  5.2  4.8  17.1  19.1  18  -6  15  1170 

Gillette  1216  6  1  142.3  10  11.7  10.7  26  6  35  7  21  34  18  11063 

Helene  Curtis  Industries  (10)  334.2  14  7,2  11  2.2  2.2  7.9  12.4  18  17  -1  412 

NCH  (8)  168.7  -2  7  7  -25  4.5  5.9  12.5  12.8  14  10  17  498 


Procter  &  Gamble  (6) 

7350.0 

-2 

516.0 

9 

7.0 

6.3 

13.9 

18.9 

18 

9 

34 

32247 

2.6 

Stanhome 

164.5 

-3 

6.3 

-24 

3  8 

4.9 

18  1 

17.4 

12 

15 

7 

541 

2.2 

Tambrands 

154.3 

-12 

32  2 

10 

20.9 

16.8 

66.4 

74.5 

16 

-12 

22 

1992 

3.1« 

(e)  TOBACCO 

GROUP  COMPOSITE 

18939.5 

4 

1777.0 

14 

9.4 

8.6 

14.1 

28.3 

9 

12 

3 

61159 

2.6' 

American  Brands 

Culbro  (1) 

Philip  Morris 

RJR  Nabisco  Holdings 

UST 


2085  6 
286.7* 
12565  0 

3736.0 
266  2* 


-3 
9 
6 
3 

13 


247.1 
-1.7 
1218.0 
210.0 
103.6 


1 

NM 
11 
46 
48 


1 1.8 

NM 

9  7 
5  6 
38  9 


1  1  4 

NM 
9  3 
4.0 
29.7 


15  2 

3.5 
19.8 

6  3 
61.5 


20.5 
0.9 

42  5 
9  3 

67  0 


7 
68 

8 
10 
19 


1  1 
-3 
15 
10 
4 


13 
-6 
23 
-45 
20 


6482 
73 
41960 
6524 
6120 


7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

6145.3 

4 

74.1 

-43 

1.2 

2.2 

3.8 

5.1 

47 

10 

0 

14921 

0.44 

(a)  GLASS,  METAL,  &  PLASTIC 

GROUP  COMPOSITE 

2337.7 

8 

60.3 

3 

2.6 

2.7 

8.8 

15.3 

18 

14 

9 

5482 

1.3: 

Ball 

534.7 

10 

9.1 

-16 

1  7 

2.2 

7  6 

9.3 

14 

9 

3 

803 

2.1: 

Crown  Cork  &  Seal 

913.1 

9 

29  4 

I  I 

3.2 

3.1 

8  9 

13.9 

2  1 

14 

12 

3281 

1.8. 

Owens-Illinois 

889.9 

5 

21.8 

1 

2  5 

2  6 

9.1 

34  4 

15 

33 

NA 

1398 

0  7 

(b)  PAPER 

GROUP  COMPOSITE 

3807.6 

1 

13.8 

-81 

0.4 

1.9 

1.8 

1.5 

NM 

9 

-3 

9439 

o.o: 



Bemis 

Federal  Paper  Board 
Gaylord  Container  (3) 
Longview  Fibre  (2) 


292  6 
319.8 
181.5 
155  9 


10.7 
9.1 
-11.8 
5  1 


0 
44 

NM 
30 


3  7 
2.8 

NM 

3  3 


3.7 
5.0 
NM 
2  6 


1 1.8 

5.6 

NM 
6  1 


15  9 
7  2 
-94.7 
8.7 


21 
14 
NM 

27 


1 1 
13 
NA 
5 


13  1177 

-7  975 

NA  137 

-21  911 


Nashua 

Riverwood  International 
Sonoco  Products 
Stone  Container 
Temple-Inland 


141.1 
260  7 
466.9 
1306.3 
682  8 


1  7 
5 
9 

-4 
4 


2  6 
5  8 

26  9 
-62.7 

28.0 


* '  M 

-58 
22 
NM 
-20 


1  9 
2.2 
5  8 
NM 
4  1 


0  1 

5  6 
5.1 
NM 
5  3 


6  8 
6  0 
13.0 

NM 
4  D 


6  6 

7  5 
15.2 

-21.3 
8.6 


22 
21 
25 
NM 
18 


■14 
NA 


9 
12 


-38  169 

NA  838 

2  2113 

NA  612 

-1  2507 


8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  COMPOSITE 

101021.4 

11 

4395.6 

287 

4.4 

1.2 

7.4 

10.1 

30 

6 

9 

208939 

0.9: 

Ames  Department  Stores  (11) 

757  A" 

-8 

2.2 

-72 

0.3 

1.0 

NM 

NM 

NA 

NA 

NA 

71 

N. 

AutoZone  (4) 

242  3 

23 

16.0 

48 

6.6 

5.5 

23.3 

23.9 

41 

NA 

NA 

2863 

10 

Baker  (J.)  (11) 

152.3 

1  1 

4.9 

99 

3.2 

1.8 

8.5 

12.0 

16 

33 

1 

213 

12 

Bradlees  (11) 

586.4 

6 

30.8 

-26 

5.2 

7.5 

8.2 

3.8 

36 

NA 

NA 

179 

0.4 

Caldor  (11) 

750.5 

18 

36.3 

28 

4.8 

4  4 

NA 

1 8.3 

12 

NA 

NA 

443 

2.5. 

Carter  Hawley  Hale  Stores  (11) 

753.3** 

5 

27.8 

NM 

3  7 

NM 

66.6 

228  3 

0 

NA 

NA 

431 

28.0 

Charming  Shoppes  (11) 

337  2 

14 

25.9 

31 

7.7 

6  7 

17.6 

19.5 

20 

1  8 

4 

1534 

0.7, 

CML  Group  (5) 

236.4 

38 

32  5 

49 

13  8 

12.7 

22.3 

29  9 

27 

8 

24 

1264 

1  4 
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CORPORATE  SCOREB* 


OMPANY  SALES  PROFITS   RETURN 


MARGINS  5-YBAR  OROWTH  MARKET 

VALUE  12 


1ST 

("HANC^F 

(.riMMUC 

1ST 

CHANGE 

1  SI 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-23 

PER 

$  MIL 

% 

$  MIL. 

% 

% 

% 

% 

% 

4-23 

% 

% 

$MIL. 

SHARE 

>nsolidated  Stores  (11) 

305  4 

22 

23.4 

38 

7.7 

6.8 

14.4 

20.0 

19 

7 

-10 

698 

0.78 

jstco  Wholesale  (4) 

1832.8 

17 

34.0 

2 

1.9 

2.1 

10.6 

13.5 

19 

63 

77 

2196 

0.96 

ivton  Hudson  (11) 

5901.0" 

12 

249.0 

30 

4.2 

3.7 

9.9 

14.4 

14 

0 

15 

5078 

5.02 

Hard  Department  Stores  (11) 

1582  r* 

16 

1 10.4 

18 

7.0 

6.9 

9  1 

13.8 

17 

25 

19 

3974 

2.11 

jllar  General  (11) 

291.7 

20 

16.7 

36 

5.7 

5.1 

18.7 

18.8 

24 

7 

36 

805 

1.05 

lison  Brothers  Stores  (11) 

471.5 

7 

35.6 

23 

7.6 

6.6 

15.1 

17.4 

13 

14 

13 

912 

3.27 

.M  Distributors  (11) 

190.0 

7 

4.5 

4 

2.4 

2.4 

NA 

16.9 

15 

NA 

NA 

152 

1.07 

bri-Centers  of  America  (11) 

185  6 

28 

8.8 

-22 

4.8 

7.8 

2.9 

3.7 

26 

17 

52 

129 

0.54 

imily  Dollar  Stores  (4) 

356.5 

12 

20.8 

15 

5.8 

5.7 

192 

20.1 

16 

1 1 

18 

964 

1.09 

derated  Department  Stores  (11) 

2262.0** 

6 

105.1 

NM 

4.6 

NM 

NA 

6.4 

16 

-12 

NA 

2347 

1.19 

ene's  Basement  (11) 

159.1" 

14 

4.4 

12 

2.8 

2.8 

15.6 

17.2 

12 

NA 

NA 

201 

0.87 

ngerhut 

371.8 

20 

7.8 

19 

2.1 

3.1 

12.2 

14.7 

17 

12 

13 

896 

2.33 

op  ( 1 1 ) 

930.2 

16 

65.7 

-22 

7.1 

10.4 

22.1 

23.7 

19 

24 

28 

4100 

1.47 

enesco  (11) 

150.8 

20 

4.2 

186 

2.8 

1.2 

6.2 

6.6 

25 

27 

-  44 

227 

0.40 

oody's  Family  Clothing  (1 1) 

157.3 

32 

7.7 

46 

4.9 

4  4 

23.2 
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14 

NA 

NA 
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-8 
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NM 

NM 

NM 
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13 
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0.08 
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415.8 

16 
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NM 

0.7 

NM 

NM 
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NM 

17 
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5.0 
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NM 

NM 

1 

NA 
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44 
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51 

50 

44 

18365 

0.82 
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NM 

NM 
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9 
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13 

21 
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0.37 
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10 
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49 
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21 

5 
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0.68 
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-2 
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NM 

NM 

1.0 

NM 
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NM 

0 

NA 
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9 
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12 

4.6 

4.5 
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11 

7 

5 
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2.06 
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382.4 

19 
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4.3 
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39 

NA 

NA 
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0.88 
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24.0 

16 

17 

5 
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1.85 
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18 
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22 

10.0 
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19 

22 

16 
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NM 
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NM 
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19 
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10.9 
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0.37 
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-1 
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NM 

0.4 

NM 

NM 

NM 

NA 

NA 

NA 

NA 

NM 
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7 
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20 
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18.4 

15 

-1 

11 
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4.71 
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-1 
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NM 

NM 

NM 
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35 

7 

-9 
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ertantile  Stores  (11) 
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12 
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33 

6.1 
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6.3 

7.1 

15 

10 

0 
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294.7 

18 

14.0 

NM 
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NM 

NA 
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21 

39 

29 
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0.71 
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3.4 
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NA 

13.5 

13 
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7 
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26 
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6.1 

5.3 
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23 

28 

-2 
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14 

17.6 
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2.9 
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32 

NA 

NA 
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0.47 
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9 
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22 
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10.8 

13.0 

17 

14 

7 
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1 

1.9 
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1.2 

2.0 

7.0 
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8 

6 

42 

18 

0.46 
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5 
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NM 

NM 

NM 

NM 

NM 

NM 

NA 
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13 
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0.7 
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1 
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12 
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29 
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13 

5 
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10 
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60 
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1.7 

2.6 

2.3 

78 

5 
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0.32 
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1.0 

1.3 
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16 

12 
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21 

20.0 
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37 

NA 

NA 
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8 
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NM 

NM 

NM 

NM 
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NM 

-5 

NA 

68 
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14 
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18 
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14.8 

16.2 

12 

10 

19 
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-5 

317  0 
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2.8 

1.1 

NM 
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NM 

-6 

NA 

18503 
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1 
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NM 

NM 

NM 
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42.8 

13 

-21 

16 
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-6 

17.5 

-17 
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4  6 

10.6 

14.1 

10 

NA 

NA 
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1.56 
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17 

2.9 
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0  6 
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6  4 
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27 

13 

-15 
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0.79 
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-2 

22.3 

22 

6.7 

5.4 

6.8 

7.4 

14 

5 

-13 

240 

1.76 
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2 

8.7 

-28 

5.7 

8.1 

6.9 

7.7 

25 

24 

0 
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1  00 

IX  (11) 

997.6 

25 

29  4 

109 

2.9 

1  8 

16.5 

32.7 

21 

-21 

-1  1 

2064 

1  40 
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19 
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30 

10.0 
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14.3 

17  1 

26 

22 

17 
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-1 
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0.1 

1.8 

2.0 
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NM 

-1 
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0.10 
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6 
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14 

6.8 

6.3 

16  8 

21.4 

14 

NA 

NA 
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1.13 
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10 

32.0 

12 

5  6 
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23.6 

6 

-9 

NA 
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2.82 
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27 

14.1 

33 

1.5 

1.4 

8.1 

10.1 

10 

90 

NA 
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1.33 
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26 
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24 

4.4 

4.4 

17.2 

24.8 

31 

33 

28 
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0 
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NM 

5  3 

NM 

14.1 

13.6 

14 

8 

NA 
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1 1 1 
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1.8 

NA 
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10 

NA 

NA 
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3.1  1 

LECTRICAL  &  ELECTRONICS 

IDUSTRY  COMPOSITE  30998.9 

10 

3056.8 

39 

6.6 

5.3 

11.2 

12.5 

20 

6 

1 

120174 

2.02 

LECTRICAL  PRODUCTS 

ROUP  COMPOSITE 

7529.4 

4 
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7 

5.2 

5.0 

11.8 

13.4 

20 

5 

-23 

32037 

1.74 

oleman 

152  6** 

29 

9.9 

30 

6.5 

6.4 

10.1 

14.4 

24 

NA 

NA 
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1.14 
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1471.2" 

-2 

63.1 

-4 

4  3 

4  4 

9  1 

10.8 

18 

15 

10 
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2.68 
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2056.7 

7 

177.7 

6 

8.6 

8  7 

17.9 

18.4 

19 

6 

8 

13082 

3.05 

ubbell 

198.0 

5 

240 

2 

12.1 

12.6 

17.0 

17.5 

19 

9 

9 

1781 

2.99 

tagneTek  (6) 

385.7 

25 

8.9 

37 

2.3 

2.1 

9.4 

21.7 

18 

80 

46 
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1.34 

lational  Service  Industries  (4) 

427  0 

9 

14.6 

-7 

3.4 

4.0 

9.4 

10.7 

17 

6 

-8 

1282 

1.49 

aychem  (6) 

324.0 

3 

0.4 

-92 

0  1 

1.7 

-1.9 

-2.6 

NM 

2 

NA 

1651 

-0.47 

efiance  Electric 

388.0 

4 

12.0 

100 

3.1 

1  6 

9  7 

11.7 

22 

70 

25 

1000 

0.93 

lomas  &  Berts 

267.1 

3 

13.2 

NM 

5  0 

0  1 

9.8 

13.6 

20 

8 

-3 

1302 

3.41 

Vestinghouse  Electric 

1859.0 

0 
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-2 

3.4 

3.5 

13.0 

13.1 

17 

-6 

-23 
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0.88 
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(b)  ELECTRONICS 
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678.0 
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8.0 
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5 

7 
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16.8 

16.9 
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9 
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: 
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33 
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■ 
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14.6 
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NM 
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11.9 

•f  3 

17.5 

\- 

Si 

481 

1.9 

Solectron  4 

187.4 

— 

-3 

3  ; 

8  - 

=  " 

16.2 

8  4 

22 

596 

1.0. 

Texas  Instruments 

1884.0 

1 1 

5:  : 

113 

45 

2  4 

NA 

15.2 

19 

-l 

-6 

4615 

3.0 

10  FOOD 

INDUSTRY  COMPOSITE 

73053.3 

4 

1705.3 

-7 

2.3 
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11.5 

19.7 

20 

10 

11 

140663 

1.3 

[a]  FOOD  DISTRIBUTION 
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339  6 

5 

17.8 

3 

:  8 

5.4 

16.6 

21  9 

: 

3- 

1937 

1.1 

Pet  (6) 

-2 

27.8 

10 

:  8 

5.5 

12  2 

18  9 

■5 

'.- 

Si 

1595 

1.0 

Pilgrim's  Pride  (3) 

" 

13 

7.8 

NM 

3.4 

NM 

-0.7 

NM 

13 

Si 

88' 

-0.1 

Pioneer  Hi-Bred  International 

(4)  1567 

-12 

-15.2 

NM 

NM 

■  c  • 

20.1 

17 

7 

22 

2331 

5 

Quaker  Oats  : 

1358.1 

: 

79  2 

4  3 

5.8 

4  8 

18.9 

48  - 

' : 

-: 

5 

4516 

4.1 

Ralston  Purina  [3 

1913.4 

3 

86.4 

3 

-  : 

4  ; 

15.2 

43  9 

-1 

4729 

8  ? 

Sara  Lee  (6) 

3310.0 

152.0 

10 

4  6 

4  4 

13.6 

81  : 

"  3 

16 

19 

1  1685 

■  8 
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OMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

  VALUE      ..  12 


1  ST 

1  ST 

1  ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

p  1 

EQUITY 

SHARE 

4*23 

PER 

S  MIL 

$  MIL. 

% 

% 

% 

% 

4-23 

% 

% 

$  MIL. 

SHARE 

mithfield  Foods  (8) 

339  4 

8 

0.5 

-95 

0  2 

3.3 

3  9 

4.0 

43 

25 

23 

229 

0  33 

horn  Apple  Valley  (7) 

165.6 

7 

3.1 

-7 

1.8 

2.1 

21.5 

22.3 

7 

16 

109 

133 

3  14 

/LR  Foods  (6) 

1 49.6 

23 

1 .3 

NM 

0.8 

NM 

7  8 

11.1 

1  6 

1  3 

~5 

1  7'; 

1  1  o 
i .  i  y 

/rinlou  ( \AJm  \  Ir 

'Dyiey  i¥im«|  jr. 

332  3 

3 

42  4 

1 4 

12.7 

12.0 

30.2 

30  8 

23 

1 2 

17 

3563 

1.31 

OOD  RETAILING 

ROUP  COMPOSITE 

29520.7 

0 

374.2 

8 

1.3 

1.2 

8.1 

21.1 

24 

14 

11 

30199 

0.61 

Ibertson's  (11) 

2687.5 

22 

105.7 

31 

3.9 

3.7 

15.8 

19  9 

26 

16 

17 

7146 

2.09 

merican  Stores  (11) 

4850  3 

-7 

93.8 

59 

1  9 

1.1 

8.0 

12.2 

14 

14 

12 

2824 

2  94 

runo's  (6) 

762.1 

7 

4.4 

-72 

0  6 

2  2 

7.3 

10.6 

16 

16 

13 

644 

0.53 

asey's  General  Stores  (8) 

159.5* 

12 

3.1 

17 

2.0 

1.9 

8.4 

12.2 

14 

1  1 

5 

180 

1.17 

ircle  K  (3) 

776  2" 

12 

-6.9 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

NA 

NA 

4  62 

airy  Mart  Convenience  Stores  (11)  1 43  1  * 

8 

-9.5 

NM 

NM 

0  3 

-2.0 

1 6.2 

NM 

7 

3 

28 

-1.26 

elchamps  (6) 

246  5 

4 

3  5 

41 

1  4 

1  1 

9  5 

10.8 

15 

13 

2 

192 

1  78 

ogle  Food  Centers  (11) 

275.7 

1 

2.6 

-5 

0.9 

1.0 

8.9 

11.7 

1 1 

NA 

NA 

90 

0.74 

>od  Lion 

1656.8 

4 

21  9 

-56 

1.3 

3.1 

1 1.8 

15.5 

19 

23 

17 

2902 

0  32 

aodarama  Supermarkets  (2) 

172.7 

-3 

0.1 

-67 

0  1 

0  2 

4.7 

1.4 

35 

2 

29 

16 

0.42 

iant  Food  ( 1 0) 

1112.4 

-3 

36.7 

49 

3  3 

2  1 

10.5 

12.8 

19 

16 

14 

1514 

1  37 

reat  Atlantic  &  Pacific  Tea  (10) 

2375.6 

-13 

-40.1 

NM 

NM 

0.6 

NM 

-9.1 

NM 

1  1 

4 

1 166 

2  58 

annaford  Brothers 

490.6" 

1 

9.8 

12 

2.0 

1.8 

10.4 

14.4 

17 

20 

13 

856 

1.23 

roger 

5173.9 

3 

29.5 

40 

0  6 

0  4 

18.4 

NM. 

16 

NA 

4 

1703 

1.17 

enn  Traffic  (11) 

748  0** 

6 

4.6 

79 

0  6 

0  4 

2.9 

16.9 

96 

14 

NA 

310 

0.39 

uddick  (3) 

417.7 

8 

8.0 

9 

1.9 

1  9 

9.7 

12  2 

15 

15 

1  1 

460 

1  34 

eaway  Food  Town  (4) 

148.4 

6 

1.3 

202 

0  9 

0.3 

6.1 

7.2 

10 

8 

-9 

26 

1  15 

mith's  Food  &  Drug  Centers 

688  2 

3 

14.0 

7 

2  0 

2  0 

6  1 

10.4 

17 

33 

16 

895 

1.81 

outhland 

1595.1*** 

-10 

-15.9 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

1871 

-0.25 

top  &  Shop  (11) 

810  4 

6 

14.7 

84 

1.8 

1.0 

10.7 

36  1 

21 

-7 

-6 

1067 

1.05 

illage  Super  Market  (5) 

175.1 

-3 

1.2 

NM 

0.7 

NM 

5.5 

5.1 

9 

4 

-35 

23 

0.93 

ons 

1 194.2 

-6 

15.9 

6 

1.3 

1  2 

8.8 

16.3 

12 

23 

NA 

953 

191 

Zeis  Markets 

356.6 

1 1 

18.7 

1 

5.2 

5  7 

10.4 

10.6 

15 

8 

0 

1 101 

1  64 

/inn-Dixie  Stores  (6) 

2504.2 

3 

57.2 

6 

2.3 

2.2 

23.7 

23.9 

18 

5 

16 

4231 

3.08 

DEL 

IDUSTRY  COMPOSITE 

95849.5 

2 

3722.9 

42 

3.9 

2.8 

7.4 

10.4 

21 

1 

9 

284784 

2.41 

OAL 

ROUP  COMPOSITE 

1018.8 

10 

9.7 

-37 

1.0 

1.7 

7.0 

12.1 

15 

2 

-10 

1431 

1.60 

shSand  Coal 

138.2 

25 

1.5 

-79 

1.1 

6.6 

NM 

11.1 

15 

1 1 

14 

334 

1  62 

acco  Industries 

343.8 

8 

0  0 

NM 

NM 

0  2 

6  4 

9.6 

20 

6 

-12 

453 

2  59 

ittston 

536  8** 

9 

8.2 

12 

15 

1.5 

12.7 

14  6 

12 

-5 

33 

643 

1.35 

IL  A  GAS 

ROUP  COMPOSITE 

89882.3 

2 

3534.4 

47 

3.9 

2.7 

7.4 

10.7 

20 

1 

9 

256978 

2.65 

merada  Hess 

1578.7" 

9 

3.4 

NM 

0.2 

NM 

0  7 

1.0 

NM 

10 

-41 

4907 

042 

moco 

6243.0 

10 

229.0 

25 

3  7 

5  4 

4  8 

6  0 

35 

2 

-10 

26821 

1.56 

shland  Oil  (3) 

2256.5 

8 

0.8 

NM 

0  0 

NM 

NM 

-4.8 

NM 

3 

NA 

1499 

-0.91 

tiantic  Richfield 

4507  0- 

4 

260.0 

44 

5  8 

4.2 

1 1.5 

18.9 

15 

3 

-5 

19230 

7  87 

urlington  Resources 

316  5 

17 

45.2 

52 

14  3 

1 1.0 

6.9 

8.5 

29 

-5 

31 

5961 

1.61 

hevron 

9842  0" 

1 

501.0 

47 

5.1 

3  5 

12.3 

17.3 

12 

-2 

16 

26461 

7.07 

oastal 

2647.1 

4 

25.0 

NM 

0  9 

NM 

NM 

-4.8 

NM 

18 

NA 

2873 

-0.93 

rown  Central  Petroleum 

413.3* 

1  1 

-5.7 

NM 

NM 

NM 

NM 

-4.1 

NM 

10 

NA 

155 

-1.26 

iamond  Shamrock 

620  8 

5 

4.3 

NM 

0.7 

NM 

6.4 

9.5 

14 

1 1 

9 

581 

1  44 

nron  Oil  &  Gas 

136.8 

39 

30.2 

36 

22.1 

22  6 

NM 

12.6 

27 

12 

NA 

2880 

1  34 

xxon 

24504.0" 

-2 

1 185  0 

-11 

4.8 

5  4 

9  9 

13.5 

17 

1 

4 

79786 

3  69 

ina 

853  6 

29 

0.1 

NM 

0.0 

NM 

NM 

2  8 

35 

9 

-26 

1032 

1.92 

lolly  (5) 

149  9 

36 

2.1 

NM 

1.4 

NM 

19.4 

50  8 

14 

13 

-2 

237 

1.99 

err-McGee 

783.5 

0 

24  4 

94 

3.1 

1.6 

NM 

-1.1 

NM 

0 

NA 

2336 

-0.29 

ouisiana  Land  &  Exploration 

186  9" 

2 

2.7 

NM 

1  4 

NM 

5.7 

6  6 

45 

5 

MA 

1233 

0  96 

taxus  Energy 

192.0 

12 

0  2 

NM 

0.1 

NM 

1 1.5 

42.4 

13 

NA 

NA 

1151 

066 

titchell  Energy  &  Devel.  t  (1 1 ) 

250  9 

-2 

19  5 

48 

7.8 

5.1 

4.9 

5.7 

31 

2 

62 

1118 

0.77 

ftobil 

13415.0" 

-2 

4900 

286 

3  7 

0  9 

8  1 

9  8 

17 

1 

0 

27232 

4  04 

turphy  Oil 

398  5" 

9 

23.8 

NM 

6  0 

NM 

8  1 

7.3 

22 

12 

7 

1895 

1  96 

Accidental  Petroleum 

2169.0 

8 

83  0 

NM 

3.8 

NM 

4.6 

7  2 

26 

-9 

-9 

A '.6  8 

0 

>ryx  Energy 

283.0" 

-15 

-7  0 

NM 

NM 

3.9 

NM 

5.7 

43 

-19 

-21 

2205 

C  c3 

ennzoil 

650.5" 

19 

21.5 

NM 

3.3 

NM 

7  7 

4.3 

46 

20 

-14 

2451 

1  26 

hillips  Petroleum 

3029.0 

12 

61.0 

NM 

2  0 

NM 

8  0 

15.2 

19 

1  1 

31 

7677 

1.58 

un 

23040"' 

5 

35.0 

NM 

1.5 

NM 

NM 

-13.4 

NM 

-15 

NA 

267  4 

-2  40 

exaco 

8519.0" 

0 

278  0 

20 

3.3 

2.7 

8.0 

10.8 

17 

1 

-14 

16301 

3  69 

osco 

416.1 

25 

14.8 

NM 

3  6 

NM 

7  8 

13.4 

19 

59 

2 

684 

121 

Utramar 

658.9 

4 

24  8 

17 

3.8 

3.3 

7.6 

10  4 

13 

NA 

NA 

787 

1  56 

Inion  Texas  Petroleum  Holdings      1 80  0" 

-8 

25  7 

-47 

14.3 

24.7 

8  1 

24  7 

32 

26 

63 

2022 

0.73 

mocal 

2081  0" 

-4 

141.0 

781 

6.8 

0  7 

5.8 

1 1.3 

2: 

7 

10 

7250 

1.23 

falero  Energy 

295  8 

8 

15.6 

-22 

5  3 

7  3 

7  1 

9.5 

12 

1  1 

32 

973 

1  82 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS  SHARES 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER  OUTSTANDING 

1993 

1992 

1993 

1992 

,  1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE  4-23 

SMIL 

$  MIL 

% 

% 

% 

% 

4-23 

% 

%             S  MIL 

(c)  PETROLEUM  SERVICES 


GROUP  COMPOSITE 

4948.5 

1 

178.8 

-10 

3.6 

4.0 

6.2 

6.6 

45 

3 

8 

26375 

0.8 

Baker  Hughes  (3) 

692  4 

1 1 

2  8 

-85 

0.4 

2  9 

-1.2 

-2.6 

NM 

14 

NA 

3642 

-0.3 

Baroid 

175.8 

3 

4  6 

26 

2.6 

2.1 

8  0 

7.5 

32 

-6 

-3 

568 

0.2 

Dresser  Industries  (2) 

923.7 

4 

195 

91 

2  1 

1.1 

9  6 

8  4 

35 

5 

27 

2782 

05 

Halliburton 

15590** 

7 

18.8 

94 

1.2 

0.6 

NM 

-6.0 

NM 

-1 

NA 

4087 

-1.6 

Schlumberger 

1597  6 

3 

133.2 

-15 

8.3 

10.1 

15.3 

15.4 

24 

5 

14 

15296 

2.6 

12  HEALTH  CARE 


INDUSTRY  COMPOSITE 

49425.8 

7 

5266.2 

14 

10.7 

10.1 

19.3 

24.6 

17 

11 

15 

293053 

2.0 

(a)  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

12074.1 

14 

266.4 

34 

2.2 

1.9 

7.1 

8.4 

35 

11 

9 

15209 

0.7 

Arbor  Drugs  (5) 

140.4 

13 

5.2 

2 

3  7 

4.1 

12.1 

13.5 

19 

26 

22 

308 

1.0 

Bergen  Brunswig  |4) 

1702  3** 

40 

15  4 

-1 

0  9 

1.3 

8.2 

14.4 

12 

19 

17 

651 

1.5 

Big  B  (1 1) 

146  9 

5 

4  4 

34 

3.0 

2  3 

9.9 

1 1.8 

15 

5 

1 

141 

1.2 

Bindley  Western  Industries 

798  5 

23 

3.3 

5 

0.4 

0.5 

6.6 

6  7 

1 1 

28 

33 

114 

0.9 

Fay's  (11) 

258  0 

8 

5.2 

16 

2.0 

1.9 

9.5 

12.7 

12 

10 

20 

136 

0.5 

Hook-SupeRx  (4) 

605  3 

9 

10.3 

15 

1  7 

1  6 

14  4 

17.4 

1  i 

5 

NA 

213 

0  9 

Longs  Drug  Stores  {11) 

666  7 

3 

16.5 

6 

2  5 

2  4 

10.8 

12  0 

13 

10 

1 

704 

2.5 

McKesson  (9) 

2951.8** 

6 

33.8 

NM 

11 

NM 

15.2 

22  6 

14 

-10 

-12 

1571 

2.6 

Medco  Containment  Services  (6) 

705.1 

40 

37.5 

36 

5  3 

5.5 

12.2 

15.8 

38 

27 

41 

4601 

0.7 

Perry  Drug  Stores  (2) 

1 80  7 

3 

0  6 

-78 

0.3 

1  5 

7.5 

9  0 

1  4 

0 

29 

92 

0.5 

Revco  D.  S.  (7) 

552  4 

6 

4.3 

74 

0  8 

3  1 

NM 

-74.0 

NM 

NA 

NA 

526 

-9.4 

Rite  Aid  (10) 

1  108.1 

10 

45.8 

2 

4  1 

4  4 

9.6 

13.2 

12 

14 

7 

1584 

1.5 

Walgreen  (4) 

2257.9 

1  1 

84  2 

9 

3.7 

3.8 

16.4 

18.5 

20 

15 

16 

4569 

1.8 

(b)DRUGS  St  RESEARCH 

GROUP  COMPOSITE 

16742.4 

4 

3212.7 

10 

19.2 

18.1 

26.8 

30.9 

16 

12 

1 5 

181158 

2.7 

Allergan 

213.0 

1 

23  7 

19 

11.1 

9.5 

20.3 

219 

15 

0 

NA 

1620 

1.6 

American  Home  Products 

2111.0 

5 

401.5 

180 

19.0 

7.2 

316 

39.5 

14 

7 

7 

20270 

4.5 

Amgen 

310.2 

4  1 

80  6 

27 

26  0 

28  7 

33  9 

38  4 

1  6 

45 

)  58 

5406 

2.5 

Bristol-Myers  Squibb 

2755.5 

4 

574.7 

8 

20  9 

20.2 

26.3 

26.2 

1 9 

1  4 

8 

30561 

3.0 

Genentech 

153  0** 

19 

14.3 

305 

9.4 

2  7 

3.1 

3.1 

NM 

27 

-1  1 

3937 

0.2 

Lilly  (Eli) 

1560.0 

0 

373  5 

-16 

23  9 

28.6 

14.8 

15.5 

18 

1  1 

16 

13646 

2.5 

Marion  Merrell  Dow 

617.0 

21 

74.0 

-56 

12  0 

21.4 

29  2 

31.3 

9 

50 

3  I 

4937 

2.1 

Merck 

2379  6 

7 

61 3.8 

1 0 

25  8 

25.1 

41.2 

50  0 

1 7 

1 9 

23 

41 209 

2.1 

Pfizer 

1867.3 

6 

329  0 

1 1 

17.6 

16.9 

21.9 

23.8 

19 

5 

7 

21053 

3  3 

Rhone-Poulenc  Rorer 

916.3 

2 

96.4 

34 

10  5 

8.0 

21.9 

34  6 

15 

2  7 

12 

6638 

3.1 

Schering-Plough 

1089.6 

7 

223.5 

16 

20  5 

18  9 

40.0 

470 

17 

0 

21 

12869 

3.7 

Syntex  (5) 

505.5 

-3 

1 19.1 

-2 

23  6 

23.2 

NM 

29  3 

13 

15 

15 

4140 

1.4 

Upjohn 

932  7" 

7 

152  4 

1  1 

16.3 

15.8 

21.2 

27.1 

10 

4 

15 

5281 

3.1 

Warner-Lambert 

1331.7 

2 

136.1 

-17 

10  2 

12.5 

31.9 

40  3 

16 

10 

5 

9592 

4.5 

(c)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

10186.7 

8 

567.4 

28 

5.6 

4.7 

7.9 

11.2 

19 

8 

NA 

25273 

0.81 

American  Medical  Holdings  (4) 

566.1 

-1 

1 8.3 

85 

3.2 

1.7 

11.1 

18  8 

6 

-1  1 

NA 

786 

1.6 

Beverly  Enterprises 

691  2 

13 

10.4 

49 

1.5 

1  1 

3  1 

1.3 

NM 

2 

NA 

836 

0.0 

Caremark  International 

427  8 

25 

15.7 

5 

3  7 

4  4 

8  1 

8  4 

33 

NA 

NA 

924 

0.3 

Continental  Medical  Systems  (6) 

232  3 

28 

7  8 

5 

3.3 

4.1 

9.4 

12.2 

13 

41 

63 

372 

0  8 

Foundation  Health  (6) 

383  1 

20 

18.7 

35 

4.9 

4  3 

211 

203 

13 

NA 

NA 

761 

1.9 

Galen  Health  Care  (4) 

1001.0 

-4 

68.0 

16 

6.8 

7.7 

7.8 

8.4 

1  1 

17 

4 

1847 

1.0 

HCA-Hospital  Corp.  of  America 

1324  5 

-1 

1 14.5 

49 

8.6 

5  6 

3.3 

4.6 

63 

1  1 

NA 

3285 

0.3 

Healthtrust  (4) 

597.9 

4 

37  9 

75 

6.3 

3.8 

10.5 

214 

12 

97 

NA 

1412 

1.4 

Hillhaven  (7) 

315.1 

10 

9.4 

206 

3.0 

1.1 

NM 

19.9 

10 

NA 

NA 

288 

0.2 

Humana 

786.0** 

1  3 

18  0 

500 

2.3 

0.4 

NM 

-24.5 

NA 

NA 

NA 

1291 

N. 

Lifetime 

230  3 

8 

4  9 

32 

2.1 

1.8 

4  5 

4  7 

40 

20 

17 

252 

0.6 

Manor  Care  (7) 

244  9 

10 

1 1.8 

29 

4  8 

4.1 

13.3 

23.6 

15 

9 

9 

1191 

1.3 

National  Health  Laboratories 

199  8 

13 

33.6 

13 

16  8 

16  8 

15.4 

20  9 

38 

-4 

2 

1602 

0.4 

National  Medical  Enterprises  (7) 

933  3 

4 

54  2 

22 

5.8 

4  6 

5.2 

5.8 

12 

15 

2 

1223 

0.6 

NovaCare  (6) 

139.3 

40 

75 

30 

5  4 

10  7 

18  9 

17.1 

15 

3  8 

55 

620 

08 

OrNda  HealthCorp  (4) 

149  1** 

20 

2.5 

NM 

17 

NM 

NM 

85  6 

NM 

NA 

NA 

105 

-4.8 

PacifiCare  Health  Systems  (3) 

560.9 

31 

15.2 

49 

2  7 

2.4 

18  8 

18  5 

18 

43 

66 

961 

2.0 

U.  S.  Healthcare 

621.7** 

23 

63.0 

39 

10  1 

9.0 

43  1 

43.1 

21 

31 

198 

4436 

2  0 

Universal  Health  Services 

195  3** 

9 

8.6 

16 

4  4 

4  1 

8  6 

10  4 

9 

6 

52 

194 

1.5 

WellPoint  Health  Network 

586  9 

7 

47.5 

10 

8.1 

7.9 

35  3 

35.3 

16 

NA 

NA 

2886 

1.8 

(d)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

10422.5 

6 

1219.8 

14 

11.7 

10.9 

20.1 

25.1 

16 

10 

15 

71413 

2.0 

Abbott  Laboratories 

2045.6 

9 

345.5 

17 

16  9 

15.7 

35  1 

38.5 

17 

9 

16 

21528 

15 

Bard  (C.  R.) 

236  4 

0 

26  9 

60 

1  1  4 

7  1 

20  4 

21.7 

1  5 

5 

1 

1255 

1.61 

Bausch  &  Lomb 

407  6 

10 

32  9 

15 

8  1 

7  7 

16  8 

19  6 

17 

9 

10 

2928 

2  9 

Baxter  International 

2041  0 

4 

120  0 

10 

5.9 

5.5 

1  1  5 

15.1 

14 

7 

13 

7996 

.  2.0 

Becton,  Dickinson  (3) 

61 2.5 

3 

59  0 

14 

9  6 

8.7 

10  4 

14.1 

12 

12 

9 

2569 

Imcera  Group  (6) 

439.9 

1 

306 

-6 

7.0 

7.5 

9  5 

10.7 

16 

NA 

82 

2025 

1.6 

Johnson  &  Johnson 

3560.0 

6 

503  0 

1  1 

14.1 

13.5 

26  8 

32  4 

16 

1  1 

15 

26134 

2  5 

Medtronic  (8) 

308  2 

3 

478 

21 

15  5 

13.2 

22  6 

22  2 

19 

17 

15 

3819 

3  3 
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CORPORATE  SCOREBt 


OMPANY  SALES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4-23 

PER 

SMIL. 

% 

$  MIL. 

% 

% 

% 

% 

% 

4-23 

% 

% 

SMIL 

SHARE 

wens  &  Minor 

309.8 

10 

3.7 

20 

1.2 

1.1 

12.4 

13.8 

18 

10 

14 

284 

0.81 

fryker 

135.2 

20 

14.5 

31 

10.7 

9.8 

21.9 

22.0 

24 

26 

29 

1220 

1  07 

.  S.  Surgical 

326.3 

18 

36.0 

21 

1 1.0 

10.7 

15.5 

24.6 

12 

37 

43 

1655 

2  44 

IOUSING  &  REAL  ESTATE 

IDUSTRY  COMPOSITE 

6301.0 

7 

8.8 

-74 

0.1 

0.6 

9.0 

13.9 

29 

7 

-2 

21990 

1.17 

UILDING  MATERIALS 

ROUP  COMPOSITE 

4764.3 

2 

-52.9 

NM 

NM 

NM 

9.3 

14.7 

36 

6 

-25 

18965 

1.03 

ifarge 

191.8 

-9 

72.8 

NM 

NM 

NM 

NM 

4  3 

NM 

5 

NA 

957 

-0.48 

wens-Corning  Fiberglas 

651.0 

4 

-9.0 

NM 

NM 

1  0 

NM 

NM 

29 

NA 

-23 

1679 

1.37 

PG  Industries 

1446.7 

0 

110.1 

40 

7  6 

5.4 

11.8 

14.1 

22 

6 

-7 

7801 

3.31 

PM(7) 

138.6 

10 

4.7 

10 

3.4 

3.4 

NA 

16.1 

23 

14 

12 

839 

0.79 

ler  win-Williams 

618.3 

4 

13.8 

19 

2  2 

2.0 

15.5 

16.2 

20 

1 1 

9 

2872 

1  65 

■cumseh  Products 

341.6 

3 

17.9 

26 

5.2 

4  3 

9.1 

8.8 

14 

3 

-  13 

744 

4.96 

:xas  Industries  (7) 

142.3" 

5 

-4.5 

NM 

NM 

NM 

NM 

-2.0 

NM 

9 

123 

245 

-0.48 

SG 

436.0 

2 

-129.0 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

16 

-4.86 

alspar  (2) 

137.2 

4 

3  4 

-6 

2.5 

2  7 

19.3 

20.7 

23 

14 

15 

768 

1  57 

ulcan  Materials 

214.1 

2 

-0.5 

NM 

NM 

2  2 

10.5 

12.3 

20 

4 

-9 

1684 

2.28 

ark  International 

446.8 

2 

13.0 

20 

2  9 

2.5 

13.6 

17  2 

19 

NA 

144 

1360 

1  90 

CONSTRUCTION  A  REAL  ESTATE 

ROUP  COMPOSITE 

1536.6 

29 

61.7 

69 

4.0 

3.1 

8.7 

12.4 

14 

11 

1 

3026 

1.68 

apstead  Mortgage 

159.2** 

56 

22.9 

104 

14.4 

1  10 

9.1 

16.8 

11 

10 

7 

590 

3.45 

entex  (9) 

651.0** 

25 

15.3 

63 

2.3 

1  8 

9  6 

10.8 

15 

8 

5 

878 

1.91 

ovnanian  Enterprises  (10) 

186.0** 

51 

8.3 

176 

4  5 

2  4 

NA 

6.8 

25 

14 

39 

248 

0.43 

Guf man  &  Broad  Home  ( 1 ) 

224.9 

22 

4.4 

28 

1  9 

1  8 

6  2 

9.2 

22 

9 

15 

610 

0.80 

HM 

315.6"* 

23 

10.9 

14 

3.4 

3.7 

NA 

15.3 

10 

15 

39 

700 

2.68 

EISURE  TIME  INDUSTRIES 

IDUSTRY  COMPOSITE 

18944.0 

6 

899.1 

12 

4.7 

4.5 

10.2 

14.2 

21 

9 

1 

99346 

1.68 

S,?*NG  PLACES 

ROUP  COMPOSITE 

3616.1 

4 

235.3 

21 

6.5 

5.6 

9.2 

15.2 

21 

14 

11 

21222 

1.49 

ob  Evans  Farms  (8) 

169.5 

20 

11.4 

10 

6.8 

7.3 

13.9 

14  2 

18 

1 1 

10 

759 

1.01 

rinker  International  (6) 

164.7 

25 

12.8 

38 

7.8 

7.0 

14.0 

14.1 

30 

43 

29 

1303 

1.43 

cDonald's 

1654.1 

2 

218.3 

16 

13.2 

1 1.6 

12.4 

17.6 

17 

13 

12 

16771 

2.66 

orrison  Restaurants  (7) 

283.6** 

8 

10.5 

15 

3.7 

3.5 

14.7 

16.3 

20 

4 

8 

717 

1.45 

loney's  (2) 

317.7** 

7 

12.1 

35 

3.8 

3.0 

NM 

NM 

NM 

NA 

NA 

812 

-0.57 

zzier  International  (8) 

147.5 

-7 

0.2 

-96 

0.1 

2  9 

-0.4 

-0.9 

NM 

12 

-6 

237 

-0.08 

A'  Holdings 

879.0 

2 

-30.2 

NM 

NM 

NM 

NM 

-19.6 

NM 

4 

NA 

622 

0  32 

NTERTAINMENT 

ROUP  COMPOSITE 

3361.2 

14 

245.0 

18 

7.3 

7.0 

11.4 

13.3 

24 

19 

6 

30991 

1.55 

ockbuster  Entertainment 

391.1 

54 

39.2 

53 

10.0 

10  1 

15.3 

19.8 

21 

76 

60 

3242 

0.82 

isney  (Walt)  (3) 

2026.5 

24 

204.9 

25 

10  1 

10.1 

14.0 

1 7.8 

24 

20 

14 

21672 

1.68 

aramount  Communications  (2) 

943.7 

-12 

0  9 

-95 

0.1 

1.7 

6.7 

6.3 

24 

15 

-4 

6077 

2.12 

OTEL  &  MOTEL 

ROUP  COMPOSITE 

3351.1 

7 

110.0 

16 

3.3 

3.0 

8.0 

13.4 

25 

3 

-5 

11545 

1.38 

aesars  World  (5) 

264.5 

4 

25.5 

11 

9.7 

9.1 

12.4 

15  7 

15 

4 

8 

995 

2  77 

reus  Circus  Enterprises  (11) 

191.1 

2 

20.0 

5 

10.5 

10.2 

18  2 

27.3 

20 

2 

27 

2476 

2.11 

ilton  Hotels 

331.6** 

20 

23.1 

4 

7.0 

8  0 

6.8 

10.5 

20 

5 

-7 

2105 

2.19 

larriott 

2080.0 

7 

19.0 

73 

0  9 

0.6 

5.6 

13.0 

35 

-9 

-22 

2533 

0.72 

lirage  Resorts 

214.8 

-1 

10.4 

-26 

4  8 

6  5 

8  3 

6.0 

31 

24 

19 

1018 

1.09 

romus 

269.2 

4 

12.0 

118 

4  4 

2.1 

9.3 

13.5 

42 

NA 

NA 

2419 

0  85 

THER  LEISURE 

ROUP  COMPOSITE 

8615.5 

4 

308.8 

1 

3.6 

3.7 

11.1 

14.5 

18 

4 

-3 

35588 

2.02 

merican  Greetings  (10) 

448.5** 

6 

34.0 

27 

7.6 

6.3 

1 1.0 

12.1 

17 

9 

15 

1894 

3.10 

runswick 

542.8 

0 

9.8 

-  13 

1.8 

2  1 

4.4 

4.6 

35 

2 

28 

1332 

0.40 

arnival  Cruise  Lines  ( 1 ) 

323.6 

-2 

50.7 

8 

15.7 

14.2 

16.6 

20.6 

17 

17 

9 

4779 

2.04 

astman  Kodak 

4442.0 

1 

149.0 

3 

3  4 

3.3 

10  5 

15.2 

18 

0 

-32 

17640 

3  07 

eetwood  Enterprises  (8) 

445.0 

30 

10.8 

69 

2.4 

1.9 

13.7 

10.9 

15 

8 

-4 

822 

1  17 

arley-Davidson 

2696 

9 

15.1 

73 

5  6 

3  5 

18  1 

18.0 

22 

35 

14 

1354 

1.66 

asbro 

437.0 

3 

26.6 

15 

6  1 

5.1 

15.6 

16.5 

15 

1  1 

22 

2746 

2.04 

uffy 

215.0 

20 

4.9 

-15 

2.3 

3.2 

8.9 

9  3 

18 

10 

16 

201 

0  87 

lattel 

346  2 

6 

18.3 

24 

5.3 

4.5 

22  4 

27  1 

17 

41 

34 

2343 

1  47 

lusicland  Stores 

223  7 

21 

-1.8 

NM 

NM 

NM 

8.1 

11.5 

18 

12 

8 

460 

0.84 

lutboard  Marine  (3) 

274.5 

4 

1.0 

-44 

0  4 

0  7 

0  5 

0.0 

NM 

-4 

-52 

332 

0.00 

olaroid 

468.5 

9 

-23.5 

NM 

NM 

14 

8.0 

10.2 

22 

-5 

18 

1523 

1.46 

rans  World  Music  (11) 

179.0 

12 

14  0 

19 

7.8 

7.3 

12.9 

13.0 

12 

28 

10 

163 

1.40 

MANUFACTURING 

IDUSTRY  COMPOSITE 

22844.8 

5 

717.2 

125 

3.1 

1.5 

7.6 

10.0 

28 

5 

2 

75702 

1.27 

rENERAL  MANUFACTURING 

ROUP  COMPOSITE 

5914.5 

3 

302.6 

11 

5.1 

4.8 

11.8 

14.3 

22 

9 

4 

29944 

1.56 

ivery  Dennison 

666.5 

-1 

22.2 

9 

3.3 

3.0 

8.9 

10.3 

22 

14 

-6 

1788 

1  38 

lount  (10) 

159.0 

-10 

1.2 

NM 

0  8 

NM 

5.2 

4.8 

23 

2 

NA 

167 

0.60 

arlisle 

138.4 

4 

5.9 

10 

4.3 

4.0 

10.2 

12.1 

17 

1 

-3 

412 

3.23 
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ATE 

ESC 

mm 

COMPANY 

SALES 

PROFITS 

RETURN 

MARGINS 

5-YEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

1ST 

EARNINGS 

SHARES 

M0N1 

QUARTER 

FROM 

QUARTER 

FROM 

VJUAKI CK 

UUAK  1  tK 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNI 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-23 

PEI 

SMIL 

% 

$MIL 

% 

% 

% 

% 

% 

4-23 

% 

% 

$  MIL 

SHA 

Corning 

823.4** 

9 

49.8 

-23 

6.0 

8.6 

10.6 

13.8 

26 

5 

6641 

1.3 

Crone 

312.3 

0 

10.8 

20 

3.4 

2.9 

9.1 

9.6 

30 

2 

—9 

783 

0.8 

345  8 

]  5 

24.2 

16 

7.0 

5.1 

17.0 

.  19.2 

i  | 

3 

22 

i  n*:i 
1 UD  J 

9  A 

J.C 

Hillenbrand  Industries  (1) 

374.5 

8 

33.6 

26 

9.0 

7.6 

16.6 

20.5 

29 

12 

13 

3221 

1 .5 

■  II*                 T      _  |  tti_  | 

Illinois  Tool  Works 

750  0 

1  2 

42.0 

4 

5.6 

6.0 

13.3 

17.0 

21 

17 

10 

4138 

3.4 

Jostcns  (6) 

IOJ.U 

5.5 

46 

3.0 

5.7 

12  1 

13.4 

1  A 
1  O 

22 

8 

850 

1 . 1 

Mark  IV  Industries  (10) 

305  3 

7 

y  o 

3  1 

2.5 

Q  O 

1  Pi 
I  J.U 

15 

44 

1  8 

688 

1.2 

Newell 

334.2 

8 

27.7 

1 

8  3 

8.8 

16.9 

19.0 

18 

31 

23 

3016 

2.C 

Parker  Hannifin  (6) 

607  2 

0 

14.9 

-6 

2.5 

2.6 

7.1 

7.1 

21 

4 

-9 

1405 

1.3 

Rubbermaid  t 

483  7 

8 

49  6 

87 

10.3 

5.9 

19.3 

19.2 

26 

19 

13 

5028 

1.1 

Trinova 

429.2 

2 

J  0 

 NM  

1  3 

0.1 

3  O 

o.o 

39 

1  2 

-25 

755 

O.i 

(b)  MACHINE  *  HAND  TOOLS 

GROUP  COMPOSITE 



3061.6 

9 

90.8 

62 

3.0 

2.0 

3.6 

5.4 

41 

5 

NA 

8444 

0.6 

Black  &  Decker 

1095  8 

3 

1 3.9 

101 

1 .3 

0  6 

NM 

-8.4 

NM 

8 

NA 

1502 

-0.5 

Cincinnati  Milacron 

22 1 .0 

38 

4.3 

291 

1.9 

0  7 

13.0 

14  8 

38 

-1 1 

NA 

712 

O.i 

Clark  Equipment 

199.7 

5 

2.6 

NM 

1.3 

NM 

NM 

-6.9 

NM 

-9 

NA 

425 

-IX 

Danaher 

248  4** 

]  7 

10  1 

95 

4  1 

2.4 

8.8 

10.5 

99 

Z  Z 

28 

-9 

ano 

ouy 

1  .z 

Giddings  &  Lewis 

1  Af\  9 

u 

10.2 

39 

7.3 

5  2 

11.2 

11.4 

22 

43 

NA 

827 

1 .7 

Kennametal  (6) 

153.7 

1 

7.3 

36 

4  8 

3.5 

6  0 

6  0 

25 

9 

6 

373 

l'j 

Snap-on  Tools 

2707** 

20 

18.5 

0 

6  8 

8  2 

8  5 

9.8 

22 

8 

-8 

1486 

U 

SPX 

178  7 

2 

0.8 

60 

0  4 

1  1 

7.1 

10.7 

1  1 

9 

1  1 

236 

1.£ 

Stanley  Works 

553.4 

11 

o*j  n 

j  i 

4.2 

3.5 

T  Cl  A 

l  *;  9 

20 

2 

-1 

2073 

2  2 

(c)  SPECIAL  MACHIHERY 

GROUP  COMPOSITE 



1075S.4 

5 

235.0 

NM 

2.2 

NM 

6.1 

7.2 

37 

2 

3 

29301 

1.1 

Applied  Materials  (2) 

215.6 

29 

14.7 

129 

6.8 

3.8 

9  6 

9  9 

30 

23 

81 

151 1 

1.3 

Briggs  &  Stratton  (6) 

360  9 

4 

30  8 

11 

8  5 

8  0 

15  1 

18  8 

15 

0 

1  2 

917 

4.1 

Caterpillar 

9A07  n 

0  A 

34.0 

NM 

1  3 

NM 

NM 

-3.3 

NM 

-1 1 

NA 

o/ 0  \ 

—T\  r 
^J.A 

Deere  (2) 

1423.5** 

-2 

27  6 

NM 

NM 

NM 

5  2 

1.2 

NM 

6 

-43 

4388 

o.: 

Dover 

566.8 

4 

33  8 

12 

6.0 

5.5 

17  6 

16.5 

21 

4 

2740 

2.C 

FMC 

901 .7 

3 

45.4 

-17 

5  0 

5  8 

22  7 

83.8 

9 

N  A 

5 

1592 

4.5 

General  Signal 

9  Z.9  1 

1  Z 

17.5 

17 

4  8 

3  6 

40 

3.0 

N  M 

- 1  2 

-14 

1  Z  1  Z 

'J  ~ 

Harnischfeger  Industries  (2) 

284  1" 

-14 

0  6 

95 

0  2 

3  2 

7.2 

8.0 

12 

12 

29 

521 

}.6 

Ingersoll-Rand 

952.1 

1 1 

24.6 

1 9 

2  6 

2  4 

6.4 

9.2 

28 

5 

1 

3413 

1.1 

Interlake 

168.5 

-2 

-3.6 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

80 

-0.E 

Joy  Technologies  (10) 

156.6 

4 

-3.9 

NM 

NM 

4  5 

NA 

-12.7 

NM 

NA 

NA 

283 

-o.c 

Pentair 

9.91  ft 
J  Z  1  o 

i  n 
1  u 

9.5 

13 

3  0 

2.9 

10  4 

13.4 

1  c 
1  0 

10 

5 

1 

OO  1 

9  "* 

139  8 

A 

5.7 

641 

4.1 

0.6 

6.0 

8.0 

NA 

NA 

344 

—0 . 

Stewart  &  Stevenson  Services 

(11)  222.4 

20 

13.3 

32 

6  0 

5  4 

13.1 

14.8 

27 

31 

24 

1216 

1.3 

Timken 

422.5 

0 

3.2 

35 

0  8 

1  2 

1  1 

0.4 

NM 

1 

-23 

931 

O.C 

Tyco  Laboratories  (6) 
Verity  (11) 

744  2 

-1 

25  9 

1  1 

3.5 

3  1 

9.3 

10.4 

19 

27 

1 

2042 

2.2 

814.9 

-9 

11.2 

NM 

1.4 

NM 

15.8 

4.6 

59 

23 

NA 

830 

0.5 

(d)TEXTILES 

GROUP  COMPOSITE 

3113.4 

8 

88.8 

37 

2.9 

2.2 

8.6 

12.8 

20 

8 

-3 

8014 

1.3 

 ;  ;  

Albany  International 

137.1  ** 

-1 

0.1 

NM 

0.1 

NM 

2.8 

1.6 

NM 

7 

-39 

410 

0.1 

Amoskeag 

271.0** 

-3 

1  0 

NM 

0  4 

NM 

6.3 

6.6 

1  1 

-3 

39 

95 

2.4 

Lone  mnis 

l  ok  n 

Irj  U 

1  Z 

12.6 

5 

6  5 

6  9 

18  6 

33.7 

1 2 

4 

-3 

512 

1  c 

1  .J 

Delta  Woodside  Industries  (6) 

176.4 

5 

8.9 

0 

5.1 

5.3 

9  1 

10  7 

10 

35 

-4 

347 

1.3 

DWG  (8) 

332.5 

-2 

-0.9 

NM 

NM 

NM 

1.0 

-2.0 

NM 

-9 

NA 

515 

-O.C 

Fieldcrest  Cannon 

263  4 

-3 

3  7 

495 

1  4 

0  2 

7.5 

10.8 

1  1 

0 

-10 

269 

2.C 

f^iiilfnrrl  Mill<  f6i 
vumora  iwii ii**  \ o j 

1 53  3 

3 

6  1 

29 

4  0 

3  2 

118 

14  2 

1  2 

0 

2 

367 

2  1 

Interface 

1350 

-13 

2.2 

42 

1.6 

2.4 

5.7 

5  7 

20 

11 

-10 

209 

" 

Mohawk  Industries 

140  5 

120 

2.1 

NM 

1.5 

NM 

NA 

24.7 

22 

NA 

NA 

285 

1.4 

Shaw  Industries  (6) 

519.3 

29 

16  6 

87 

3  2 

2.2 

1  1.0 

13.9 

25 

20 

14 

2255 

1.5 

Springs  Industries 

501.8 

8 

9  2 

71 

1  8 

1.2 

7.4 

9.3 

17 

3 

-10 

787 

2.7 

Unifi  (6) 

288  1 

3 

27  1 

24 

9  4 

7  8 

15.3 

218 

18 

27 

25 

1963 

1.7 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

11553.3 

5 

-68.5 

NM 

NM 

1.1 

-1.8 

-5.9 

NM 

2 

-12 

31257 

(a)ALUMINUM 

GROUP  COMPOSITE 

4187.5 

-5 

-34.9 

NM 

NM 

1.9 

-1.1 

-4.6 

NM 

4 

NA 

9738 

-1.5 

Aluminum  Co.  of  America 

2109.6 

6 

27  6 

50 

1.3 

2.4 

3.1 

-0.2 

NM 

-1 

-45 

5633 

33 

Amax 

847.2 

-3 

-29  8 

NM 

NM 

2  o 

NM 

-9.6 

NM 

10 

NA 

1446 

Reynolds  Metals 

1230.7 

-4 

-32.7 

NM 

NM 

0.4 

NM 

-7.4 

NM 

7 

NA 

2659 

-2  z 

(b)  STEEL 

GROUP  COMPOSITE 

5534.6 

15 

-87.4 

NM 

NM 

NM 

-6.3 

-18.3 

NM 

-6 

2 

12634 

-1.3 

Allegheny  Ludlum 

289.9 

10 

18  3 

61 

6  3 

4.3 

15.0 

20  0 

27 

8 

-10 

1446 

M 

Armco 

515.5 

4  1 

-22  0 

NM 

NM 

NM 

NM 

NM 

NM 

-23 

NA 

725 

4  1 

Bethlehem  Steel 

1020  4 

3 

-41.3 

NM 

NM 

NM 

NM 

-62.2 

NM 

19 

NA 

1731 

-2.7 

Carpenter  Technology  (6) 

155.4 

5 

12  4 

72 

8.0 

4.5 

5.2 

6  0 

23 

0 

23 

383 

2  1 

Commercial  Metals  (4) 

413.4** 

56 

4.8 

NM 

1.2 

0.2 

7.4 

7.7 

19 

6 

-1 

310 

i.; 

Inland  Steel  Industries 

941  5 

5 

-31.4 

NM 

NM 

NM 

NM 

-57.9 

NM 

-22 

NA 

802 

-5.: 

Lukens 

257.1 

84 

6.2 

18 

2  4 

3  7 

7.7 

10  0 

20 

15 

1 

661 

2 : 

National  Steel 

587  4 

4 

-53.7 

NM 

NM 

NM 

NM 

-44.7 

NA 

-14 

NA 

572 

V 
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IOMPANY  SALES 

PROFITS 

RETURN 

MARGINS 

5-YEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

/vh_mn  I  n  j 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4-23 

PER 

S  MIL. 

% 

S  MIL 

% 

% 

% 

% 

% 

4  2  i 

% 

% 

S  MIL. 

SHARE 

lucor 

489.8 

26 

217 

34 

4.4 

4.2 

7.6 

10  8 

43 

12 

6 

3600 

1.95 

>regon  Steel  Mills 

149  0 

1 8 

6  8 

-37 

4.5 

8  5 

5.2 

6  2 

29 

45 

23 

468 

0  83 

luanex  (2) 

141.4 

0.5 

-12 

0.3 

0  4 

3  9 

1.3 

94 

10 

4 

205 

0  1 6 

Veirton  Steel 

297.7 

1 0 

-25.5 

NM 

NM 

NM 

NM 

-24.1 

NM 

-7 

NA 

167 

-2.17 

Vorthington  Industries  (7) 

276  1 

1  9 

15.7 

35 

5.7 

5.0 

12.6 

15.1 

26 

8 

3 

1565 

1  02 

>THER  METALS 

ROUP  COMPOSITE 

1831.3 

1 

53.8 

-49 

2.9 

5.9 

2.5 

1.9 

94 

6 

-6 

8885 

0.35 

Marco 

457  1 

0 

-30  9 

NM 

NM 

1.4 

NM 

-4.9 

NM 

3 

NA 

845 

-1.60 

yprus  Minerals 

374.7 

-6 

116 

NM 

3.1 

NM 

NM 

-25.5 

NM 

2 

NA 

1215 

-5.81 

lagma  Copper 

194.6 

-3 

0.3 

-97 

0.1 

4.9 

8  2 

8.3 

11 

10 

10 

576 

1.15 

lewmont  Mining 

138.1 

-12 

12.6 

-71 

9.1 

27.9 

9.4 

10.4 

58 

NA 

-17 

3126 

0.79 

helps  Dodge 

666.7 

13 

60  3 

16 

9.0 

8.8 

12  5 

15.5 

10 

12 

6 

3124 

4.39 

lONBANK  FINANCIAL 

HDUSTRY  COMPOSITE  55016.7 

3 

4693.0 

13 

8.5 

7.9 

9.2 

12.0 

16 

10 

10 

207162 

2.87 

INANCIAL  SERVICES 

ROUP  COMPOSITE  28155.4 

2484.6 

8.8 

9.2 

9.5 

17.2 

14 

15 

12 

110799 

3.23 

Alexander  &  Alexander  Services 

322  8 

1 

10  9 

-48 

3  4 

6  5 

1 4.5 

23.4 

23 

-  9 

6 

1010 

1 .09 

tlleghany 

419.3 

5 

33.3 

1 73 

8  0 

3  1 

9  8 

1 0.6 

]  i 

1  0 

-5 

970 

1 2  67 

American  Express 

5641.7" 

3 

243  2 

_2 

4  3 

4  5 

5  2 

38 

1  2 

-1 2 

1 4039 

0  77 

ear  Stearns  (6) 

734.1 

110  4 

2 1 

1 5  0 

1  2  8 

3 1  3 

26  6 

7 

1  5 

2214 

2  80 

eneficial 

499.6 

7 

49  6 

14 

9.9 

9.3 

7.6 

1 3.7 

1  3 

1  1 

3 

1  883 

5.72 

lock  (H&R)  (8) 

295.6 

20 

8  6 

68 

2  9 

2  1 

3 1  5 

3 1  5 

2  3 

1  3 

1  6 

3653 

1  50 

ountrywide  Credit  Industries  ( 1 0) 

186.9" 

77 

39.1 

78 

20.9 

20.8 

20  9 

211 

1  2 

47 

1  2 

1 647 

2.48 

rawford 

148  0 

A 

9  2 

] 

6  2 

6  4 

20  7 

2 1  2 

1  7 

1  7 

2  1 

696 

1  1 3 

lean  Witter,  Discover 

957.1 

1 7 

136.4 

-4 

14.3 

1 7.3 

NA 

1 6  2 

1 3 

NA 

NA 

5695 

2.61 

d wards  (A.  G.)  (10) 

305.7 

1  4 

36  4 

1  8 

1  1  9 

1 1  5 

20  6 

1  0 

1  3 

1  6 

1 220 

2  58 

auifax 

275.9 

o 

1 8  1 

1  6 

6  6 

5  7 

1 9  5 

34  0 

1  6 

1  7 

1  99A 
1  JZO 

l  no 

annie  Mae 

3859.2" 

]  ] 

483  7 

25 

1 2  5 

1 1  2 

8  3 

25  8 

1  2 

3  1 

33 

2 1 556 

6  36 

ederal  Home  Loan  Mortgage  Assn. 

1165.0 

9 

202.0 

43 

1 7  3 

1 3.2 

4  6 

18.1 

1  4 

26 

1 3 

8949 

3.57 

irst  American  Financial 

279.0" 

oo 
z  z 

4  J 

0  Q 
ZD 

1  Z 
1  0 

9  7 
Z  / 

1  Z  J 

1  O  1 

i  y  i 

Q 

0 

6 

_o 

V 

o  on 

4.  i  y 

irst  Financial  Management 

343.5" 

26 

20  6 

54 

6  0 

4  9 

2  2 

2  1 

95 

4  1 

_o 

2223 

0  40 

ranklin  Resources  (3) 

158.9 

63 

42  2 

36 

26  6 

3 1  8 

 NA  

24  5 

1  9 

3  5 

1  6 

2729 

1  7X 
1  .  /  o 

Aarsh  &  McLennan 

833.9" 

8 

107.4 

6 

12.9 

13.1 

21.9 

28.1 

22 

8 

1 

6778 

4.26 

Merrill  Lynch 

3963.1" 

1  Z 
1  0 

9/19  A 

9  A 
Z  4 

CI  A 
o  0 

ft  i 

0  1 

Q  7 
0  / 

ZZ.z 

o 
o 

O 

i  9 
1  J 

/  J4J 

y.uv 

Morgan  Stanley  Group  (11) 

1795.4" 

141  8 

7  9 

^9  A 

JZ.4 

1  7  ft 

1  /  .0 

i  n 
1  u 

99 
Z  J 

1 9 

40Z  J 

^  on 

aineWebber  Group 

930.7" 

Z 

70  9 

_c 

O 

7  6 

ft  ^ 

1ft  A 
Jo  4 

z 

o 

9 

y»  o 
4  Z 

1  1  1  z 

A  1  ft 
4.  1  \J 

rimerica 

1302  3" 

-2 

207.0 

-6 

15.9 

16.5 

14.5 

1 8.5 

10 

36 

21 

7574 

4  34 

allie  Mae 

670.9 

o 

1 04  7 

1  J.O 

1  9  9 
1  J  .J 

4  o 

90  9 

1  u 

1  7 

on 
Zu 

900Z 

jyyo 

4.  J/ 

aiomon 

1591.0" 

—  1  8 

-65.0 

NM 

NM 

9  8 

16  1 

6  5 

1  9 

5 

33 

4049 

1 .93 

chwab  (Charles) 

270.0 

2 

35.4 

1  9 

13.1 

1 1 .2 

23.7 

33.6 

1  5 

1 0 

36 

1 237 

2.22 

ransamerica 

1206.0" 

6 

91.8 

29 

7.6 

6.3 

7  0 

1 1.8 

1  1 

3 

-13 

3899 

4  31 

NSURANCE 

ROUP  COMPOSITE  34181.8 

3 

2019.4 

26 

8.4 

6.8 

9.4 

8.0 

20 

7 

13 

87894 

2.67 

letna  Life  &  Casualty 

4294.1 

-5 

1 39.3 

1  0 

3  2 

3  4 

-0.5 

-0.6 

NM 

4 

NA 

5734 

0.21 

iFLAC 

1 120.8 

20 

53.7 

25 

4  8 

4.6 

17.7 

18.0 

16 

14 

14 

3142 

2.37 

American  General 

1 187.0 

5 

144  0 

7 

12.1 

1 1.9 

9.0 

11.8 

12 

1 

7 

6434 

2.50 

American  International  Group 

4308.5" 

5 

475.2 

17 

1  1  0 

10.0 

10.7 

13  2 

16 

17 

10 

26348 

7.95 

merican  National  Insurance 

341.1 

7 

51.5 

29 

15  1 

12.6 

NA 

NA 

8 

4 

9 

1503 

6  81 

apital  Holding 
CP  Insurance 

717.0 

1 

65.8 

0 

9.2 

9.2 

10  2 

16  0 

1  3 

11 

1  1 

3816 

6  28 

157.3" 

14 

28.3 

46 

18  0 

14.0 

NA 

25.5 

7 

NA 

NA 

686 

3.86 

hubb 

1237.5" 

5 

145  8 

2 

11.8 

12.2 

12  5 

15.7 

13 

15 

12 

7877 

6  98 

onseco 

412  1" 

14 

142.4 

288 

34  6 

10.1 

27.8 

50  0 

6 

77 

50 

1476 

9.18 

irst  Colony 

359.2 

24 

56.7 

54 

15  8 

12.7 

NA 

NA 

8 

NA 

NA 

1380 

3.72 

ohn  Alden  Financial 

327.7 

14 

19.6 

44 

6.0 

4  7 

20.9 

26.5 

6 

NA 

NA 

439 

3.09 

regressive 

435.1" 

12 

51.6 

136 

11.9 

5.7 

19.9 

30.0 

13 

3 

1 

2172 

2.50 

rovident  Life  &  Accident 

698.4" 

-2 

33.1 

19 

4.7 

3.9 

7  7 

8.5 

1 1 

7 

38 

1320 

2.59 

eliance  Group  Holdings 

677.3 

4 

12.4 

213 

1  8 

0  6 

NA 

-14.2 

NM 

-3 

NA 

513 

-0.60 

afeco 

860.3" 

-2 

72.5 

-15 

8  4 

9  7 

1  1.4 

12.2 

1  3 

1  1 

8 

4020 

4.76 

t.  Paul 

1 1 14.0 

1 

88  0 

-17 

7.9 

9.6 

-10.1 

-1 1.7 

NM 

6 

NA 

3349 

-6.22 

orchmark 

525  0 

3 

73.5 

15 

14.0 

12.6 

19.7 

244 

15 

5 

13 

4043 

3  74 

ravelers 

2849.3 

1 

194.5 

257 

6  8 

1.9 

NA 

-15  9 

NM 

0 

NA 

4213 

-7.35 

Initrin  t 

336.3 

5 

39.3 

1 

11.7 

12.2 

7  9 

8.4 

14 

NA 

NA 

2319 

3  15 

INUM 

822.6 

10 

76.0 

5 

9.2 

9.7 

25.0 

15.7 

14 

4 

33 

4226 

3.78 

JSF&G 

875.0 

-7 

23.0 

475 

2.6 

0.4 

NM 

0.7 

NM 

-16 

NA 

1521 

0.06 

JSLife 

382.8 

6 

20  5 

17 

5  3 

4  9 

7  4 

8  1 

12 

0 

4 

849 

3.18 

'enith  National  Insurance 

143.3 

10 

12.6 

41 

8.8 

6.8 

7.7 

7.4 

23 

1 

-8 

515 

117 

iAVINGS  &  LOAN 

(ROUP  COMPOSITE 

2679.5 

-16 

188.9 

14 

7.1 

5.2 

5.5 

6.4 

17 

5 

-2 

8469 

1.27 

khmenson  (H.  F.) 

812  2" 

-16 

32.9 

43 

4.0 

2.4 

6.4 

5  4 

14 

10 

-8 

2088 

1.27 

California  Federal  Bank 

299  9" 

-22 

10.5 

MM 

3  5 

NM 

NM 

-5.1 

NM 

-7 

NA 

462 

-11.55 

'oast  Savings  Financial 

151.6" 

-18 

4  1 

42 

2  7 

1  6 

NM 

10.4 

6 

-9 

-12 

225 

2  31 
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COMPANY                           SALES                PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 

1ST          CHANGE          1ST          CHANGE         1ST             1ST  ON            ON                                    EARNINGS      SHARES  MONT 

QUARTER        FROM        QUARTER         FROM       QUARTER     QUARTER  INVESTED    COMMON  COMMON       PER      OUTSTANDING  EARNIr- 

1993           1992          1993           1992         1993          1992  CAPITAL       EQUITY         P-E         EQUITY       SHARE          4-23  PER 

S  MIL.            %           SMIL            %            %             %  %             %           4-23           %            %            $  MIL.  SHAH 


Golden  West  Financial  474.9      -11  71.6  2        15.1         13.2  6.9        16.5  9         17  15         2701  4.4 

Great  Western  Financial  750.2**    -17  45.2        -10         6.0  5.6  5.0  1.4         75  3        -20         2264  0.2 

Standard  Federal  Bank  190.7**     -7  24.6  10        12.9         10  9  8.0        15.5  8         11  6  729  3.0 


is  OFFICE  EQUIPMENT  &  COMPUTERS  

INDUSTRY  COMPOSITE  48090.3  7       1301.0        -30         2.7  4.1        -2.9        -5.9        NM  2  8      169951  -0.9 


(a)BUSINESS  MACHINES  &  SERVICES 

CROUP  COMPOSITE  3901.1  8        218.8  30         5.6  4.6        14.8        17.2         20         10  6       16620  1.4 


Bell  &  Howell  162  0  6  0.8  NM  0.5  NM  6.9  -22.3  NA  -18  na  NA  -5.0 

CompuCom  Systems  200.9  26  19  72  0  9  0.7  9  6  19  1  13  30  33  105  0.2 

CUC  International  (1  1)  198  4**  17  17.8  NM  9  0  NM  34  2  39  2  35  NA  5  2065  0.8 

Deluxe  405.7  5  51.8  6  12.8  12.7  22.2  25.0  18  11  8  3708  2.4 


HON  Industries  186.1  17  8.1  13  4  4  4  5  18.1  24  3  19  4  15  757  1.2 

Intelligent  Electronics  (1  1)  570  2  -17  6  7  -37  1.2  1.5  8.2  7.6  23  183  70  489  0.5 

MicroAge  364.6  57  2.1  70  0.6  0  5  10.8  9  7  13  20  4  73  1.0 

Miller  (Herman)  (7)  217.5  9  7.2  85  3.3  2  0  -0.6  -0  6  NM  7  NA  618  -0.0 


Pitney  Bowes  833.4  3  82.1          22  9  8  8  3  15  9  19  3  20  11            9         6464  2.0 

Reynolds  &  Reynolds  (3)  171.1  6  13.6         45  8  0  5  8  12  9  18  0  16  6          10          893  2.0 

Standard  Register  169.3  0  9  4           7  5  5  5.2  10  6  115  12  4          -3           495  1.4 

Tech  Data  (11)  283  8  42  5.7          39  2.0  2.0  18.4  18  1  19  52          21           366  1.2 

Wallace  Computer  Services  (5)  138  1  4          11.6  6  8  4  8.3  10  1  112  14         14  6  588  1.8 


(b)COMPUTERS  &  PERIPHERALS 

CROUP  COMPOSITE  37606.4  5       338.8        -71         0.9  3.3       -7.7      -13.3       NM  0  -2      86386  -3.3 


AM  International  (5)  137.1  -15  -10.8  nm  nm  nm  nm  nm  nm  -20  NA  13  -3.2 

Amdahl  380  7  -24  -239.7  NM  NM  0.9  nm  -18.3  NM  12  NA  665  -2.2 

Apple  Computer  (3)  1973.9  15  110.9  -18  5.6  7.9  17.0  22  0  12  20  13  5804  4.1 

AST  Research  (6)  370  3  53  110  -34  3  0  6.9  13.3  13  2  8  32  36  431  1.6 


Compaq  Computer  16114  106  102.4  126  6.4  5  8  13.8  13.5  15  37  0  3892  3.3 

Conner  Peripherals  558.3  27  -22.5  NM  NM  5.6  7.9  11.8  10  77  41  634  1.2 

Cray  Research  202.6  23  15  0  287  7.4  2  4  nm  -0.5  NM  4  NA  755  -0.1 

Data  General  (3)  267.4  -2  -7.6  NM  NM  NM  NM  -4.2  NM  -6  NA  318  -0.5 


Dell  Computer  (1 1)  620  3  117  31.3  103  5  0  5.4  27.3  29  7  11  104  31  1023  2.5 

Digital  Equipment  (6)  3453.7  6  -30  1  NM  NM  NM  NM  -47.2  NM  -3  NA  5591  -17.5 

Hewlett-Packard  (2)  4573  0  18  261  0  -14  5  7  7  8  11  1  109  22  11  3  18539  3.3 

Intergraph  282.1  2  -10.2  NM  NM  1.1  -0.3  -0  6  NM  5  -25  476  -0.0 


International  Business  Machines  13058  0  -7  -285  0  NM  nm  4  6  nm  -28.2  NM  -5  NA  27286  -13.6. 

Maxtor  (9)  345.6  18  -19  7  NM  NM  7  9  14  6  19.4  5  8  -21  197  1.4 

Quantum  (9)  506.6  47  26  3  52  5.2  5  0  17  7  25.9  6  25  51  554  2.0 

Seagate  Technology  (6)  754.1  -3  39.0  -4  5  2  5  2  17  6  23  0  5  21  -4  1033  3.1* 

Silicon  Graphics  (6)  270  7  30  20  2  nm  7.5  nm  -9,5  -10.7  NM  48  NA  2040  -1.1 

Storage  Technology  333  5  0  6  4  -49  19  3.7  2  4  1.0  NM  36  -8  1120  0.2: 

Sun  Microsystems  (6)  1141  3  20  51  7  -16  4  5  6.5  8  4  7  4  23  45  27  2740  1.1. 

Tandem  Computers  (3)  517.6  3  11.1  26  21  1.8  4  4  4  8  20  12  NA  1205  0.5: 

Tandy  881  4**  3  22.1  -45  2.5  4  7  6  9  5.5  21  2  -5  1841  1.4 

3Com  (7)  161.4  52  10.2  nm  6.3  NM  NA  14.4  32  17  -28  858  0.91 

Unisys  1907.5**  -5  56.8  18  3.0  2.4  114  21.1  10  -33  NA  1862  1.1 

Xerox  3298.0**  0  1890  67  5.7  3  4  -1.0  -7.9  NM  -4  NA  7510  -2.7: 


(c)  COMPUTER  SOFTWARE  &  SERVICES 

CROUP  COMPOSITE  6582.8         17        743.4  46        11.3  9.1         17.5        23.0         28         18  18       66945  1.41 


Automatic  Data  Processing  (6)          613.0**  12  92  5  16  15.1  14.6  16.4  20  1  24  7  15  6832  2.0: 

Ceridian                                          224.4  9  12  9  -38  5.7  10.1  NM  NM  nm  -19  NA  637  -0.81 

Cisco  Systems  (5)                              145.1  96  38  7  110  26.7  24  9  35.5  35.5  44  247  153  5189  0.9. 

Comdisco  (3)                                    530.0**  -1  21.0  NM  4.0  NM  9.0  11.5  9  8  -17  620  1.7< 

Electronic  Data  Systems                  2059  8  4  151.4  14  7  4  6  7  15  7  20  5  24  24  15  8052  1.3; 

First  Data                                         346  8  23  36  3  21  10  5  10.6  14.7  18  6  26  NA  NA  3891  \M 

Gtech  Holdings  (10)                          138  1  32  8  2  140  5  9  3.3  14.6  28.0  37  NA  NA  1439  0.91 

Lotus  Development  227  0  0  12.3  -41  5.4  9.1  13.5  17.3  15  14  -3  1037   1_7< 

Microsoft  (6)                                    958  0  41  243  0  36  25.4  26.3  29.8  29.8  27  55  52  22704  2.9< 

Novell  (2)                                        260.2  27  70  9  36  27.2  25  4  25.3  25  6  35  58  55  9334  0.81 

Oracle  Systems  (7)  370.1  28  29.2  74  7.9  5.8  NA  22.2  48  39  27  4841  0.7( 

Safeguard  Scientifics                       232.3  23  3.6  20  1.5  1.6  9.1  10.4  9  14  2  93  2.0! 

SynOptics  Communications               152.7  123  21  9  334  14  3  7  4  29  1  29  2  40  60  45  2132  2.6f 

Western  Digital  (6)  325  4  42  16  nm  0  5  nm  NM  13.5  9  -10  NA  143  0.51 


19  PAPER  &  FOREST  PRODUCTS  

INDUSTRY  COMPOSITE  20807.8  3        586.8  52         2.8  1.9  3.0  3.8         43  3         -16       59609  0.9C 


(a) FOREST  PRODUCTS 

GROUP  COMPOSITE  7718.9  8  335.9  236  4.4  1.4  3.8  6.2  36  0  NA  22390  1.3) 

Boise  Cascade  984  0  3  -12.1  nm  nm  nm          nm  -13.6  nm  -5  NA  977  -4.0* 

Georgia-Pacific  2944.0  4  41.0  NM  1.4  NM          nm  -0.6  NM  0  NA  5947  -0.15 

Louisiana-Pacific  649.2  37  87  7  144  13  5  7  6  12  7  16.8  17  4  -3  3959  4.15 
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32 

110 

NM 
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34 

5 

NA 
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2341.0 

6 
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7  6 

3.9 
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19 

-2 

-5 

9014 
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13 

30.9 
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25 
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1.9 
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49 

4 
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37219 
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386  9 

4 
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NM 

NM 

NM 

NM 
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NM 
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NA 

8 1 6 

-2  45 

lampion  International 
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NM 

NM 

NM 

NM 

-1.1 

NM 
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NA 
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-0  38 
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18 

9 

-5 
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5 
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32 
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38 

7 

-4 
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1.22 
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9 

156.4 
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14.3 

26 

NA 

NA 
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8 
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NM 
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NA 

573 
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25 

10 

19 

3081 

121 
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-3 

105.2 

7 
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26.0 

26.0 

19 

4 

3 
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3.14 
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7 
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14.1 

22.6 

21 

-1 

2 
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5 
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-7 

4.0 

4.5 

9.8 

12.2 

22 

7 

-1 
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23 

3.3 

2.7 

12.8 

17.2 

19 

2 

2 
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3.19 
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2 

3.4 

24 

2  4 

1  9 

5  0 

9.0 

26 

-9 

-3 
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0.73 

eredith  (6) 

198.7 

12 

5  4 

8 

2  7 

2.8 

0.5 

0.8 

NM 

-2 

-42 
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0.18 

;w  York  Times 

454  5 

4 

10  9 

-19 

2  4 

3.1 

NM 

-1.4 

NM 

5 

NA 
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ripps  (E.W.) 
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-9 
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ne  Warner 
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NM 

NM 

0  1 

1  0 

-6  4 

NM 

48 

NA 

12323 

-1.39 

nes  Mirror 
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71 
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27 
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-4 

3560 
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10 
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45 

7.9 

6.0 
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13.8 

21 

8 
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estern  Publishing  Group  (11) 

177.4* 

15 

1.1 

-66 

0.6 

2  0 

10  6 

7.8 

20 

12 

-14 

340 

0.80 

ERVICE  INDUSTRIES 

»USTRY  COMPOSITE 

19671.9 

11 

674.0 

6 

3.4 

3.6 

10.7 

15.4 

20 

13 

11 

60742 

1.40 

INSTRUCTION  &  ENGINEERING 

OUP  COMPOSITE 

4024.8 

11 

82.6 

7 

2.1 

2.1 

12.2 

13.3 

22 

9 

20 

7137 

1.33 

■ogee  Enterprises  ( 10) 

149.0 

5 

0.2 

-86 

0  2 

1.1 
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4.0 

35 

13 

3 
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0.34 

&G 

648.9 

-1 
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19  8 
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14 

1  1 

9 
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16 
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21 

0 

53 
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1 
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-14 

2  6 
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18.2 

24 

37 

41 
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1.10 
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7.9 

17 

1.4 

1.3 

4  8 

3.9 

42 

6 

-30 
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20 
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32 

3.5 
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22 

10 

8 
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37 
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46 
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17 

5 

14 
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1.83 
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210  8 

1 

2.4 
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1.1 

0  2 

2.3 

1  7 

83 

1 

NA 
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0.29 
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228.2 

17 
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22 

2  6 
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17 

18 

3 
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J° 
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Office  Depot 

582.1 

34 

14  1 

51 

2  4 

2.2 

8.0 

n.i 

47 

87 

38 

1976 

0.70 

Premier  Industrial  (7) 

167.9 

7 

20  0 

8 

1  1 .9 

1  1  8 

21.5 

22.5 

27 

4 

13 

2287 

0.99 

Staples  (11) 

262.4 

28 

10.5 

NM 

4.0 

NM 

5.4 

7.0 

36 

33 

NA 
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0.75 
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45 

J  0 

63 
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20 

1  0 

-13 
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0  89 

Univar  (10) 

41  5.6 

1 

0  5 

-63 

0.1 

0.3 

3.1 

3.0 

40 

15 

NA 

206 

0.26 

Willcox  &  Gibbs 

130.9 

30 

2  5 

9 

1.9 

2  3 

N  M 

-12.6 

NM 

4 

NA 

1 1 9 

-0  61 

Wyle  Laboratories  (11) 

144  9 

19 

4  8 

70 

3  3 

2.3 

1 0.2 

12.2 

1  1 

7 

20 

169 

1.45 

(c)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

3131.7 

6 

250.5 

8 

8.0 

7.8 

10.3 

18.7 

19 

18 

10 

20828 

1.63 

Air  &  Water  Technologies  (2) 

170.8 

1  1 

0.4 

148 

0.2 

0.1 

NM 

-4.5 

NM 

116 

NA 

264 

-0.39 

Browning-Ferris  Industries  (3) 

825.5 

6 

50.8 

31 

6.2 

4.9 

9.8 

14.0 

22 

8 

-1  1 

4450 

1.21 

Waste  Management 

2 1 35.3 

6 

1 99.3 

4 

9.3 

9  5 

1  1  0 

21.5 

1 7 

20 

17 

161 15 

1  88 

(d) PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

1901.0 

1 

25.8 

-69 

1.4 

4.4 

12.6 

18.4 

18 

12 

6 

7758 

1.41 

ADVO  (3) 

199  5 

9 

1.4 

133 

0.7 

0  3 

18  1 

21.4 

23 

23 

26 

369 

0.97 

Banta 

162.0 

6 

8  3 

13 

5.1 

4  8 

12.2 

14.2 

1  7 

13 

12 

556 

2.54 

Donnelley  (R.  R.)  &  Sons 

960.3 

2 

-22  1 

NM 

MM 

3  8 

7.3 

9.6 

23 

10 

1 

4158 

1.15 

Interpublic  Group 

389.8** 

-3 

1 1.0 

14 

2.8 

2  4 

19.0 

22.2 

1  8 

1  5 

14 

2102 

1.52 

Valassis  Communications  (6) 

189.4" 

-9 

27  2 

6 

14.3 

1  3  8 

NA 

NM 

7 

NA 

NA 

574 

1.98 

(e)OTHER  SERVICES 

GROUP  COMPOSITE 

4213.9 

10 

93.8 

19 

2.2 

2.1 

8.9 

13.0 

20 

15 

7 

8102 

1.00 

208.7** 

27 

3.6 

228 

1 .7 

0.7 

7.3 

7  3 

1 6 

1 3 

-9 

238 

1  1 7 

American  Bldq.  Maintenance  (2) 

187.2 

3 

2.4 

1  2 

1.3 

1  2 

11.3 

1 1.9 

1  4 

9 

16 

180 

1.46 

CDI 

217.5 

7 

0.9 

38 

0  4 

0  3 

3.2 

3.4 

41 

12 

-24 

163 

0.20 

Handleman  (8) 

335.7 

10 

14.3 

19 

4  3 

3  9 

13  3 

15.3 

1  1 

14 

2 

494 

1  30 

InaCom 

331.3 

36 

2.8 

61 

0.8 

0  7 

11.6 

1 1.6 

13 

36 

-1 

149 

1.37 

Manpower 

700.5 

1 

-17.3 

NM 

NM 

NM 

NM 

-24.1 

NM 

94 

NA 

1175 

-0.51 

Mid  Atlantic  Medical  Services 

160.8 

5  2 

49 

3.3 

2  6 

32.3 

31.9 

1  5 

135 

62 

223 

1.05 

Olsten 

267  4** 

22 

5.3 

47 

2.0 

1.6 

13.6 

12.5 

27 

21 

4 

664 

0.92 

PHH  (8) 

487  0 

2 

14.4 

8 

3.0 

2.8 

NA 

12.5 

13 

8 

12 

707 

3.17 

Pinker-ton's 

164  3 

3 

1.2 

1 

0.8 

0  8 

7.3 

7  5 

18 

90 

-3 

158 

1.05 

Safety-Kleen 

181.8 

5 

8.6 

-29 

4.8 

7.0 

5.7 

8.5 

24 

25 

3 

995 

0.72 

Service  Corp.  International 

224.4 

12 

29.2 

16 

13.0 

12.5 

7.1 

1 3.3 

16 

3 

13 

1442 

1.17 

ServiceMaster 

585.1 

12 

21.2 

10 

3.6 

3.7 

24.4 

62.0 

1  1 

NA 

14 

1402 

2.58 

Wackenhut 

162.1 

8 

1.9 

10 

1  1 

1.1 

3.1 

2.8 

34 

6 

-17 

110 

0.1 7 

22  TELECOMMUNICATIONS 


INDUSTRY  COMPOSITE 

48724.3 

4 

3822.9 

-4 

7.8 

8.5 

9.7 

15.9 

18 

3 

3 

289268 

2.90 

(□{EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

21753.6 

5 

1189.3 

4 

5.5 

5.5 

11.8 

19.0 

20 

9 

3 

98490 

2.56 

American  Telephone  &  Teleg 

raph  157190 

2 

996.0 

13 

6.3 

5.7 

1 3.2 

20  7 

19 

7 

-7 

75198 

2.93 

Communications  Satellite 

166.3 

30 

18.3 

18 

11.0 

12  1 

6.2 

7  4 

26 

3 

13 

1 150 

2.29 

DSC  Communications 

156.2 

52 

1 1.4 

NM 

7.3 

NM 

14  2 

1 1.5 

44 

-2 

-7 

1401 

0.73 

MCI  Communications 

2810.0 

12 

168.0 

19 

6.0 

5.6 

10  8 

19.8 

21 

21 

36 

12591 

2.33 

Scientific-Atlanta  (6) 

184.1 

26 

6.9 

72 

3.7 

2.7 

6.8 

6  8 

4  0 

8 

26 

924 

0.63 

Sprint 

2718.0 

9 

-1 1.3 

NM 

NM 

4  3 

7.8 

11.1 

23 

12 

23 

7227 

1.45 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

26970.7 

3 

2633.6 

-8 

9.8 

10.9 

9.1 

14.9 

17 

2 

-1 

190777 

3.08 

Alltel 

546.7 

8 

63.2 

27 

1 1.6 

9.8 

11.3 

18.0 

2  1 

16 

4 

4882 

2.57 

Ameritech 

2796.5 

4 

300.0 

-1  1 

10.7 

12.5 

1  1  9 

18  7 

16 

-1 

2 

20837 

4.87 

Bell  Atlantic 

3163.3 

2 

372.2 

7 

11.8 

1 1.2 

10.5 

1 8.0 

16 

-3 

1 

22803 

3.26 

BellSouth 

3833.7 

3 

41 1.2 

-1  1 

10.7 

12.3 

8.2 

1 1.5 

16 

3 

-2 

26644 

3.27 

Cincinnati  Bell 

271  2 

-9 

20.8 

44 

7.7 

4.9 

6  8 

7.2 

34 

5 

14 

1388 

066 

GTE 

4826.0 

0 

460.0 

17 

9  5 

8  1 

9  7 

18  4 

17 

7 

2 

32766 

2.00 

Nynex 

3320  2 

3 

331.1 

2 

10.0 

10.4 

8.7 

13.4 

'4 

0 

-6 

17761 

6.34 

Pacific  Telesis  Group 

2525  0 

4 

2.0 

NM 

0.1 

1 1.5 

7  2 

13.4 

22 

0 

2 

18887 

2.14 

Rochester  Telephone 

211.0 

9 

18  0 

18 

8.5 

7.9 

8  2 

12.0 

18 

15 

4 

1304 

2.16 

Southern  New  England  Telecomms.    402  3** 

1 

36.5 

-7 

9.1 

9.8 

7.3 

12.5 

15 

2 

-1 

2335 

2.51 

Southwestern  Bell 

2457.8 

7 

302.5 

It! 

12.3 

11.4 

9.0 

14.4 

17 

2 

4 

23203 

4  47 

US  West 

2617.0 

4 

316.1 

C 

12.1 

12  6 

8  8 

14.0 

15 

4 

-6 

17967 

2  85 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

29021.7 

5 

370.4 

341 

1.3 

0.3 

2.2 

1.3 

NM 

-4 

-17 

72493 

0.25 

(a)AIRLINES 

GROUP  COMPOSITE 

12809.6 

8 

-345.1 

NM 

NM 

NM 

-8.0 

-33.4 

NM 

-3 

NA 

16283 

-7.03 

Alaska  Air  Group 

250.2 

-3 

-15.0 

NM 

NM 

NM 

NM 

-47  6 

NM 

-6 

NA 

228 

6  47 

America  West  Airlines 

316  6 

-6 

2.1 

'  |  M 

0.7 

NM 

NM 

NM 

NM 

NA 

NA 

14 

-5.04 

AMR 

3814.0 

9 

-22.0 

NM 

NM 

0  2 

NM 

-15.4 

NM 

5 

NA 

5203 

-6.87 

Delta  Air  Lines  (6) 

2926.6 

4 

-133.9 

NM 

NM 

NV 

NM 

-27  4 

NV 

-5 

NA 

2847 

-12  59 
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IMPANY  SALES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH      MAI  t  ET 

VAWE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-23 

PER 

$  MIL. 

% 

$  MIL. 

% 

% 



— i — 

4-2 ' 

— i — 

 SMIL  

uthwest  Airlines 

453.8 

21 

22.7 

68 

5.0 

3.6 

8.2 

117 

35 

9 

16 

3456 

1.06 

iL 

3332.0 

12 

-138.0 

NM 

NM 

NM 

NM 

-63.9 

NM 

-16 

NA 

3496 

-18.73 

Air  Group 

1716.3 

4 

-61.0 

NM 

NM 

NM 

NM 

NM 

NM 

-2 

NA 

1039 

-12.90 

ilLROADS 

OUP  COMPOSITE 

8069.6 

3 

595.2 

11 

7.4 

6.9 

6.7 

11.9 

21 

-7 

3 

43173 

2.38 

rlington  Northern 

1170.0 

-1 

82.0 

-10 

7.0 

7.7 

9.2 

20.3 

17 

-1 1 

-5 

4907 

3  19 

nsolidoted  Rail 

816.0 

2 

46.0 

21 

5.6 

4.8 

8.0 

9.9 

16 

-9 

12 

4196 

3.40 

X 

2123.0 

2 

-9.0 

NM 

NM 

3.0 

NM 

-1.7 

NM 

-7 

-40 

7722 

-0.50 

nois  Central 

142.7 

3 

24.0 

14 

16.8 

15.2 

1 1 .9 

22.3 

1  6 

201 

146 

1 174 

1  76 

insas  City  Southern  Industries 

214.6** 

23 

22.1 

51 

10  3 

8.3 

10.6 

15.6 

20 

7 

1 1 

1321 

1.59 

>rfolk  Southern 

1 120.0** 

2 

1 39.0 

0 

12.4 

1 2.6 

7  4 

1 3.2 

16 

4 

4 

8735 

3.96 

nta  Fe  Pacific 

653.3 

6 

127.1 

351 

19.5 

4.6 

8.4 

15.3 

19 

-16 

■27 

2909 

0.86 

lion  Pacific 

1830.0 

5 

164.0 

13 

9.0 

8  3 

9.0 

16.1 

16 

3 

-11 

12208 

3  66 

ANSPORTATION  SERVICES 

OUP  COMPOSITE 

3615.2 

4 

38.4 

NM 

1.1 

NM 

5.5 

6.5 

25 

5 

-10 

5319 

1.45 

rborne  Freight 

398.8 

1 1 

3.6 

240 

0.9 

0.3 

2.6 

1.7 

94 

22 

-9 

451 

0  25 

deraf  Express  (7) 

1939.8 

3 

10.5 

NM 

0.5 

NM 

5.1 

5.9 

29 

8 

NA 

2813 

1 .77 

der  System 

1276.6 

3 

24  2 

39 

1.9 

1.4 

6.7 

8.3 

18 

-1 

-1  1 

2055 

1.52 

UCKING  &  SHIPPING 

OUP  COMPOSITE 

4527.3 

4 

81.9 

-13 

1.8 

2.2 

7.3 

9.0 

20 

4 

5 

7719 

1.39 

*xonder  &  Baldwin 

1 86.4** 

10 

1 8  0 

20 

9.7 

8.9 

5.8 

1 1.1 

1 8 

4 

-12 

1112 

1 .37 

nerican  President 

628.8** 

-5 

12.1 

-32 

1.9 

2.7 

1 1.4 

16.5 

1  1 

-7 

6 

636 

4.57 

kansas  Best 

229.2 

0 

2.2 

-43 

0.9 

1.7 

10.6 

15.0 

13 

0 

24 

198 

0.77 

rolina  Freight 

187  3 

9 

-0.4 

NM 

NM 

NM 

NM 

-4.9 

NM 

-1 

NA 

90 

-0.92 

nsolidated  Freightways 

993.0 

0 

8.3 

NM 

0  8 

NM 

3.4 

-3.0 

NM 

-9 

NA 

605 

-0.38 

XTX 

237.1** 

2 

18.6 

18 

7.8 

6  8 

6.5 

3.4 

38 

23 

-8 

704 

0.95 

eyhound  Lines 

147.0 

-4 

-4.4 

NM 

NM 

NM 

12.3 

34  2 

12 

NA 

NA 

199 

1.63 

int  (J.  B.)  Transport  Services 

247.2 

23 

5.0 

-21 

2.0 

3.1 

6.9 

1  1  5 

19 

18 

6 

686 

0  97 

adway  Services 

856.1 

7 

20.3 

-34 

2.4 

3.8 

12  9 

13.4 

17 

9 

23 

2344 

3.46 

T  Freightways 

213.1 

18 

4.0 

50 

1.9 

1.5 

8.2 

1 3.9 

21 

NA 

NA 

475 

1.26 

How 

602.2 

6 

-17 

NM 

NM 

2.3 

5  0 

5.4 

26 

5 

-4 

667 

0  93 

TILITIES  &  POWER 

DUSTRY  COMPOSITE 

49003.2 

8 

5014.7 

19 

10.2 

9.3 

7.2 

11.3 

15 

3 

-1 

241549 

2.21 

ECTRIC,  WATER,  &  COGENERATION 

OUP  COMPOSITE 

39088.7 

6 

4075.4 

15 

10.4 

9.6 

7.1 

11.3 

15 

2 

-1 

214072 

2.24 

egheny  Power  System 

614.7 

-1 

71.9 

0 

11.7 

1  1  6 

6.9 

11.2 

14 

4 

-2 

2968 

3.62 

nerican  Electric  Power 

1321.0 

2 

148.2 

3 

1 1.2 

11.1 

7  2 

11.1 

15 

1 

-2 

6828 

2.55 

Itimore  Gas  &  Electric 

683.8 

2 

65.8 

1 1 

9.6 

8  9 

6.4 

9.0 

16 

7 

-10 

3667 

1.64 

ston  Edison 

354.8 

3 

15.5 

12 

4.4 

4.0 

8.1 

1 1.0 

14 

1 

1 

1326 

2.11 

rolina  Power  &  Light 

707.5 

7 

94.0 

0 

13.3 

14.3 

8.0 

14.5 

14 

1 

9 

5324 

2.35 

nterior  Energy 

598.0 

1 

51.3 

32 

8  6 

6  6 

5  4 

7.8 

12 

-1 

-11 

2679 

1.58 

ntral  &  South  West 

820.0 

20 

57.0 

-10 

7  0 

9  2 

7.5 

12.9 

16 

3 

2 

6193 

2.00 

ntral  Maine  Power 

236.0 

-4 

21.6 

0 

9.1 

8.7 

7.6 

10.8 

13 

9 

2 

710 

1.81 

psco 

21 1.3 

14 

17.6 

31 

8.3 

7.2 

6.6 

12.5 

15 

1 

1 

1  130 

2.26 

AS  Energy 

1008  5 

4 

74.9 

39 

7  4 

5  6 

NA 

-24.9 

NM 

-1  1 

NA 

1719 

-3.45 

mmonwealth  Edison 

1483.4 

4 

67.5 

0 

4  5 

A  7 

5  3 

7.8 

14 

-5 

-40 

6026 

2.08 

mmonwealth  Energy  System 

276.9 

7 

24.1 

18 

8  7 

7.9 

8.7 

13.4 

1  1 

2 

-5 

450 

4.18 

nsolidated  Edison  Co.  of  N.Y. 

1586.1 

9 

153.9 

32 

9.7 

8.0 

8.1 

12.4 

14 

4 

1 

8246 

2  60 

itroit  Edison 

874  8 

-2 

135.2 

-13 

15.5 

17.4 

8.9 

17.3 

10 

3 

4 

5127 

3  65 

>minion  Resources 

1105.8 

17 

133.4 

26 

12.1 

1 1.2 

6  6 

11.1 

16 

6 

-2 

7230 

2  81 

»L 

349.6 

19 

55.5 

4 

15.9 

18.3 

NA 

14.1 

15 

5 

4 

2109 

1.36 

it 

286  7 

-4 

36.7 

1 

12.8 

12.1 

6.5 

12.1 

13 

0 

9 

1833 

2  68 

ike  Power 

1007  8 

3 

141.7 

33 

14.1 

1 0.8 

7  5 

11.7 

17 

5 

2 

8143 

2.39 

>rida  Progress 

493.3 

6 

37.7 

10 

7.6 

7  i 

6.3 

10.3 

17 

NA 

4 

3031 

2.07 

L  Group 

1 132  4 

4 

103.0 

22 

9.1 

7.8 

7  4 

12.6 

14 

3 

-6 

6809 

2.70 

ineral  Public  Utilities 

881  2 

-1 

88  0 

7 

10.0 

9.2 

6  9 

10.8 

13 

4 

0 

3352 

2.33 

iwaiian  Electric  Industries 

279.3 

18 

11.0 

-26 

3  9 

6.3 

11.3 

10.6 

15 

9 

-1 

854 

2  37 

juston  Industries 

992.2 

3 

36.2 

NM 

3  6 

NM 

6  8 

12  2 

15 

0 

-6 

6039 

3  16 

i  Industries 

213  1 

18 

14  2 

34 

6.6 

5.8 

6.8 

10.9 

15 

15 

-2 

767 

2.05 

nois  Power 

395.1 

3 

27  9 

87 

7.1 

3.9 

4.9 

7.5 

17 

-6 

-19 

1825 

!  41 

>&E  Energy 

238.4 

16 

21.7 

39 

9  1 

7.6 

6  4 

12.1 

15 

5 

1 

1249 

2  55 

ontana  Power 

302.8** 

12 

40.0 

-4 

13.2 

15.4 

7  6 

1 1.7 

13 

2 

1  1 

1373 

1  98 

ew  York  State  Electric  &  Gas 

522.4 

7 

74.0 

-3 

14.2 

15.6 

6.1 

10.1 

15 

7 

17 

2413 

2.32 

agara  Mohawk  Power 

1136.0 

10 

127.0 

24 

1 1.2 

9.9 

NA 

1 1.0 

12 

4 

65 

3000 

1.79 

srtheast  Utilities 

958.2 

26 

75.8 

-11 

7.9 

1 1.2 

5.5 

1 1.2 

15 

0 

-4 

3697 

1.88 

orthern  States  Power 

640.7 

14 

54.5 

23 

8  5 

7.8 

5.7 

9.6 

18 

3 

-4 

2833 

2.48 

lio  Edison 

604.2 

3 

74  5 

-1 

12.3 

12.8 

7.0 

10.5 

15 

-2 

-3 

3738 

1  69 

clahoma  Gas  &  Electric 

303.4 

16 

6  7 

NM 

2.2 

NM 

7.0 

12.0 

13 

1 

-1 

1422 

2.68 

range  &  Rockland  Utilities 

264.0 

10 

15.1 

25 

5.7 

5.0 

8  0 

12.3 

13 

6 

1 

609 

3.37 

■cific  Gas  &  Electric 

2463.8 

2 

255.7 

-8 

10.4 

1  1.4 

8.1 

13.0 

13 

3 

14 

14193 

2.53 

■nnsylvania  Power  &  Light 

727.4 

-4 

115.8 

2 

15.9 

14.9 

7.1 

13.1 

15 

4 

3 

4500 

2.04 

DRATE  SCOREBOARD 
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Rl  KIMCCC  WFFk'/M  4V  1  7  lOCTlOT 


>ARD 


COMPANY  SALES   PROFITS   RETURN 


MARGINS 

5-YEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1  ST 

ON 

ON 

tAKINIlNlji 

SHARES 

MONTH 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN 

1993 

1992 

1993 

1992 

1993 

1992 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-23 

PER 

S  MIL. 

S  MIL 

% 

% 

4  23 

% 

" 

S  MIL 

SHAR' 

Philadelphia  Electric 

1071.5 

-1 

162.4 

84 

15.2 

8.2 

8.0 

12.3 

13 

3 

-13 

6478 

2.25 

Pinnacle  West  Capital 

375.1 

8 

35.4 

120 

9  4 

4.6 

6  4 

11.5 

1 1 

-9 

17 

1896 

1.9; 

Portland  General 

277.7 

1  7 

39  6 

34 

14.3 

12.5 

7  1 

13.8 

10 

-5 

2 

987 

2.1/ 

Potomac  Electric  Power 

339.5 

4 

13.0 

62 

3  8 

2.5 

5.6 

1  0  5 

16 

9 

-5 

3015 

1.6E 

Public  Service  Co.  of  Colorado 

607.4 

15 

58.7 

27 

9  7 

8.8 

8.3 

12.4 

13 

5 

-1 

1725 

2.3< 

Public  Service  Co.  of  New  Mexico 

248  6 

5 

12.0 

-26 

4.8 

6.8 

NM 

-18.4 

NM 

-8 

NA 

527 

-2.7< 

Public  Service  Enterprise  Group 

1 594  7 

5 

224. 1 

1  6 

14.1 

12.8 

7  4 

1 1.2 

1  5 

5 

-3 

7915 

2.2C 

Puget  Sound  Power  &  Light 

3  24  0 

16 

54  7 

1  4 

16  9 

17  1 

8.1 

12  1 

13 

4 

1 

1647 

2.21 

Rochester  Gas  &  Electric 

272  3 

6 

29.1 

3 

10.7 

1  1  0 

NA 

9  6 

15 

4 

15 

957 

1.8(1 

San  Diego  Gas  &  Electric 

492  3 

4 

58  6 

8 

11.9 

11.5 

8  1 

14.2 

15 

3 

4 

3005 

1.8C 

Scana 

321 .8 

8 

46.7 

31 

14  5 

12  0 

6  6 

1  1  1 

1  5 

6 

0 

2009 

3.0/ 

SCEcorp 

1785  0 

4 

159.4 

-5 

8.9 

9.8 

7.2 

12.3 

15 

4 

0 

10774 

3  2/ 

Southern 

1840  0 

2 

202  2 

-5 

110 

1  1.7 

7.7 

13.1 

14 

3 

6 

13588 

2.9$ 

Teco  Energy 

282  3 

8 

25.7 

-6 

9  1 

10.4 

7  7 

15.4 

10 

3 

6 

2666 

2.5< 

Texas  Utilities 

1  1 42.5 

8 

181.0 

56 

15  8 

1 0.9 

8  0 

1  0  4 

1  4 

5 

-7 

9942 

3.1  / 

Union  Electric 

453.0 

5 

44.2 

39 

9  8 

7.4 

7.8 

13.9 

13 

3 

1 

4034 

2.9; 

UtiliCnrn  Unit#>rl 

480.9 

3 1 

34.8 

22 

7.2 

7.8 

6  5 

7  9 

1 9 

22 

-3 

1 005 

1  4( 

WncnmMnn  Wnfor  O/^tA/or 

213  0 

36 

36  0 

4  1 

16  9 

16.2 

8  2 

1 2  8 

1  3 

5 

2 

996 

3  0C 

WhAO  'ihrntnr  Tarknftlnnicc 

vviicc  uururui  icdinoiouica 

245  5 

-  24 

33  4 

26 

1 3.6 

8  3 

1  1  1 

1 7  6 

20 

34 

38 

3715 

0  91 

Wisconsin  Energy 

443  3 

5 

59  4 

7 

1 3.4 

13.1 

7.1 

1  1.2 

16 

o 

2809 

1.7C 

WPL  Holdings 

203.8 

14 

20.6 

6 

10  1 

10  9 

7.6 

12.1 

17 

4 

2 

973 

2.1/ 

(DJGA5,  OIL,  &  TRANSMISSION 

GROUP  COMPOSITE 

9914.5 

15 

939.4 

41 

9.5 

7.8 

7.6 

11.5 

18 

3 

11 

27477 

1.91 

Brooklyn  Union  Gas  (3) 

489  4 

14 

71.8 

23 

14  7 

13.6 

7.0 

11.5 

14 

9 

-4 

1113 

2.6/ 

Eastern  Enterprises 

368  4 

3 

23  0 

-23 

6.3 

8.4 

4  9 

6.0 

2  1 

3 

-7 

636 

1.3/ 

El  Paso  Natural  Gas 

210.9 

21 

30.8 

9 

14  6 

16  3 

7  5 

1 1.4 

17 

-14 

NA 

1355 

2.12 

Enron 

1838  6 

23 

148  2 

28 

8.1 

7.7 

9.2 

14.8 

19 

10 

72 

6656 

3.0; 

Enserch 

958  5 

23 

38.2 

11 

4.0 

4.4 

NA 

-3  6 

NM 

-2 

NA 

1246 

-0.3: 

Equitable  Resources 

269.8 

10 

30  8 

1  8 

11.4 

10.7 

8  4 

1 1.0 

1  9 

5 

1  1 

1 197 

2.0< 

Laclede  Gas  (3) 

214  1 

32 

20.3 

53 

9  j 

8.2 

8  9 

13.8 

13 

1 

-5 

387 

3.4: 

MCN 

556.7 

4 

54.3 

-5 

9.8 

10.7 

8.6 

1  2  2 

17 

10 

-6 

965 

1.9; 

National  Fuel  Gas  (3) 

391.4 

13 

45.2 

13 

11.5 

1 1.6 

7.6 

9.9 

16 

10 

4 

1078 

1.9t 

Nicor 

672  6 

1  9 

46.4 

20 

6  9 

6.8 

9  4 

16  0 

1  5 

5 

6 

1551 

1 .8i 

Oneok  (4) 

313.9 

1  9 

31 .2 

34 

10.0 

8  8 

NA 

1 1.5 

li 

2 

26 

609 

1.5: 

Panhandle  Eastern 

612.6 

-10 

69.5 

15 

1 1.3 

8.9 

8.2 

13.7 

1 2 

9 

-6 

2288 

i  .8: 

Piedmont  Natural  Gas  (2) 

202.6 

17 

27.2 

1 1 

13.4 

14.2 

9  0 

13  2 

16 

14 

1 

612 

1.45 

Questar 

249  8 

11 

34  9 

17 

14.0 

13.3 

9  7 

13  6 

17 

3 

25 

i278 

1.9 

Sonat 

496  9 

18 

68.9 

61 

13.9 

10.2 

7  0 

10.8 

20 

2 

1 

2523 

2.9< 

Transco  Energy 

787.7 

19 

23.1 

NM 

2.9 

NM 

NM 

-3.1 

NM 

-8 

NA 

594 

-0.6; 

UGI 

267.9 

10 

26.7 

0 

10.0 

1  1  0 

7  0 

8.5 

20 

14 

-6 

696 

\M 

Wicor 

261.6 

12 

23.1 

33 

8.8 

7.4 

8  2 

1  1  1 

16 

3 

-6 

424 

1.7; 

Williams 

751.0 

26 

125  6 

218 

16.7 

6  6 

8  9 

15.6 

12 

4 

42 

2267 

4.0; 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PlOc 

Abbott  Laboratories  12d 
Adams  Resources  21b 
Adia  Services  21e 
Advanced  Micro  9d 
ADVO  214 

Aetna  Life  &  Casualty  17b 
AFLAC  17b 
Ahmanson  (H  F  )  17c 
Air  &  Water  Techs  21c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23< 
Alaska  Air  Group  23a 
Albany  International  15d 
Alberto-Culver  6d 
Albertson's  10c 
Alco  Standord  5 
AJcoo  16a 

Alexander  &  Alexander  1 7a 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan  12b 
Allie4Signal  S 
Mitel  22b 

AM  International  18b 
Amax16a 


Amdahl  18b 
Amerada  Hess  lib 
Amenca  West  23a 
Amencan  Brands  6e 
Amencan  Building  21e 
Amencan  Cyanamid  4 
American  Electric  24a 
Amencan  Express  17a 
American  General  17b 
Amencan  Greetings  14d 
Amencan  Home  12b 
Amencan  Inrl  Group  17b 
Amencan  Medical  12c 
Amencan  National  17b 
Amencan  President  23d 
American  Stores  10c 
Amentech  22b 
Ames  Dept  Stores  8 
Ametek  9c 
Amgen  12b 
Amoco  lib 
Amoskeog  15d 
AMP  9d 
Amphenol  9d 
AMR  23a 
Analog  Devices  9d 
Anheuser-Busch  6c 
Anthem  Electronics  21b 
Apogee  Enterprises  21a 


Apple  Computer  18b 
Applied  Materials  15c 
Arbor  Drugs  12a 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Coal  1  *a 
Ashland  Oil  lib 
AST  Research  18b 
AT&T  22a 
Atlantic  Richfield  lib 
Automatic  Data  18c 
AutoZone  8 
Avery  Denmson  15a 
Avnet21b 
Avon  Products  6d 

B 


Baker  (J  )  8 
Baker  Hughes  11c 
Ball  7a 

Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bank  of  Boston  3a 


Bank  of  New  York  3a 
BonkAmenca  3d 
Bankers  Trust  3a 
Banta  21d 
Bard  (C  R  )  12d 
Bamett  Banks  3c 
Baroidllc 
Bausch  &  Lomb  12d 
Baxter  International  12d 
Bear  Steams  17a 
Beanngs  21b 
Beckman  Instruments  9c 
Becton,  Dickinson  12d 
Bell  &  Howell  18a 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverty  Enterprises  12c 
Big  B  12a 

Bindley  Western  12a 
Black  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent.  14b 
Blount  15a 


Boatmen's  Bancshares  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 
Boston  Edison  24a 
Bowater  19b 
Bradlees  8 
Bnggs  &  Strotton  15c 
Bnnker  International  14a 
Bnstol-Myers  Squibb  12b 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Fems  21c 
Bruno's  lOc 
Brunswick  14d 
Burlington  Northern  23b 
Burlington  Resources  lib 


Caesars  World  14c 
Caldor  8 

California  Federal  17c 
Campbell  Soup  10b 
Capital  Cities/ ABC  20a 
Capital  Holding  17b 
Capstead  Mortgage  13b 
Caremark  Intl  12c 


Carlisle  15a 

Carnival  Cruise  Unes  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech  16b 
Carter  Hawley  Hale  8 
Casey's  General  lOc 
Caterpillar  15c 
CCP  Insurance  17b 
CDI  21e 

Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Central  Maine  Power  24a 
Cendion18c 
Champion  Inrl  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemical  Banking  3a 
Chesapeake  19b 
Chevron  lib 
Chrysler  2a 
Chubb  17b 
Cincinnati  Bell  22b 
Cincinnati  Milaoron  15b 
Cipsco  24a 
Circle  K  lOc 
Grcuit  City  Stores  6b 
Circus  Circus  14c 


Cisco  Systems  18c 
Citicorp  3a 
Clark  Equipment  15b 
Clorox  6d 
CMLGroup8 
CMS  Energy  24a 
Coast  Savings  17c 
Coastal  lib 
Coco-Cola  6c 
Coco-Cola  Bottling  6c 
Coca-Cola  Enterprises  6c 
Coleman  9a 
Colgate-Palmolive  6d 
Coltec  Industries  5 
Comdisco  18c 
Comerico  3b 
Commerce  Oeanng  20b 
Commercial  Metals  16b 
Commonwealth  Ed  24a 
Commoriweahh  Energy  24a 
Comsat  22a 
Compaq  Computer  18b 
CompuCom  Systems  18a 
ConAgra  10b 
Cone  Mills  15d 
Conner  Peripherals  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightways  23d 


Consolidated  Papers  1 
Consolidated  Rail  23 
Consolidated  Stores  & 
Continental  Bank  3b 
Continental  Medical  1 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber, 
Coors  (Adolph)  6c  , 
CoreStates  Financial  J 
Coming  15a 
Costco  Wholesale  8  j 
Countrywide  Credit  1". 
CPC  International  101 
Crane  15a 
Crawford  17a 
Cray  Research  18b 
Crestar  Financial  3c  i 
Crown  Centred  Petroleutl 
Crown  Cork  &  Seal  7; 
Crystal  Brands  6a 
CSX  23b 

CUC  International  18) 
Culbro6e 
Cummins  Engine  2b 
Curtice-Burns  Food  1C 
Cyprus  Minerals  16c 


Dairy  Mart  10c 
Dano  2b 
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PHABETICAL  LIST  OF  COMPANIES 

imber  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Fleet  Financial  Group  3a 
Fleetwood  Ents  14d 
Fleming  10a 
Florida  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
h  Mi  15c 
Food  Lion  lOc 
Foodarama  lOc 
Ford  Motor  2a 
Fort  Howard  19b 
Foster  Wheeler  21a 
Foundation  Health  12c 
FPL  Group  24a 
Franklin  Resources  17a 
Freeport-McMoRan  4 
Fruit  of  the  Loom  6a 
Fuller  (H  B  )  4 
Fuqua  Industries  5 


Galen  Health  Care  12c 
Gannett  20b 
Gap  8 
GATX23d 
Gayford  Container  7b 
Gay  lord  Enf  20a 
GenCorp  1 
Genentech  12b 
General  Dynamics  1 
General  Electric  5 
General  Host  5 
General  Instrument  9b 
General  Mills  10b 
General  Motors  2a 
General  Public  Uts.  24a 
General  Signal  15c 
Genesco  8 
Genuine  Paris  21b 
Georgia  Gulf  4 
Georgia-Pacific  19a 
Getty  Petroleum  21b 
Giant  Food  10c 
Giddings  &  Lewis  15b 
Gillette  6d 

GM  Hughes  Electronics  9b 
Golden  West  17c 
Goodrich  (B.F.I 4 
Goody's  Family  Clothing  8 
Goodyear  Tire  2c 
Grace  (W.  R.)  4 
Grainger  (W.W.)  21b 
Great  A&P  lOc 
Great  Lakes  Chemical  4 
Great  Western  17c 
Greyhound  Lines  23d 
Grossman's  8 
Grumman  1 
GTE  22b 
Gtech  Holdings  18c 
Guilford  Mills  15d 

H 


Hall-Mark  Electronic.  21b 
Halliburton  11c 
Handleman  21e 
Hanna  (M  A  J  4 
Hannaford  Brothers  lOc 
Harcourt  General  5 
Hariey-Davidson  14d 
Hamischfeger  15c 
Harris  9b 
Harscol5a 
Hartmarx  6a 
Hasbro  14d 
Hawaiian  Electric  24a 
Hayes  Wheels  Intl.  2b 
HCA  12c 
Healrhrrust  12c 
Hechinger  8 
Heilig-Meyers  6b 
He.nz  (H  J  }  lOb 
Helene  Curtis  Industries  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hillhaven  12c 
Hills  Dept.  Stores  8 
Hilton  Hotels  14c 


Holly  lib 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 
Hook-SupeRx  12a 
Homnel  Foods  lOb 
House  of  Fabrics  8 
Houston  Industries  24a 
Hovnanian  Enterprises  13b 
HubbellOa 
Hudson  Foods  10b 
Huffy  14d 
Humana  12c 
Hunt  (J.B)23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

IES  Industries  24a 
Illinois  Central  23b 
Illinois  Power  24a 
lllinoisToolWorkslSa 
IMC  Fertilizer  4 
Imcero  Group  12d 
InaCom  21e 
Ingersoll-Rond  15c 
Inland  Steel  16b 
Integra  Financial  3a 
Intel  9d 

Intelligent  Electronics  18a 
Interface  15d 
Intergraph  18b 
Interiake  15c 
M.MulrifoodslOb 
International  Paper  19b 
Intl.  Speaalry  Prods.  4 
Interpublic  Group  21d 
Interstate  Bakeries  10b 
Inter  Ian  6b 

ITT  5 


Jacobs  Engmeenng  21a 
Jacobson  Stores  8 
James  River  19b 
Jamesway  8 

John  Aiden  Financial  17b 

Johnson  &  Johnson  12d 

Johnson  Controls  9c 

Jones  Apparel  Group  6a 

JostenslSa 

Joy  Technologies  15c 


Kaman  21b 

Kansas  City  Southern  23b 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kelhvood  6a 
Kennametal  15b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  Intl.  6b 
KimbeHy-Clark  19b 
Kmart  8 

Knight-Ridder20b 
Kohl's  8 
Kroger  lOc 


Lo-Z-Boy  Chair  6b 
Laclede  Gas  24b 
Ladd  Furniture  6b 
Lafarge  13a 
Lands'  End  8 
LG&E  Energy  24a 
Lifetime  12c 
Lilly  (Hi]  12b 
Limited  8 

Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loctite4 

Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Lotus  Development  18c 


Louisiana  Land  lib 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
Lubrizol  4 
Lukens  16b 
Lyondell  4 

M 


Mac  Frugal's  8 

Macy(R.H.)8 

Magma  Copper  16c 

MagneTek  9a 

Manor  Care  12c 

Manpower  21e 

Manville  19b 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  15a 

Marriott  14c 

Marsh  &  McLennan  17a 

Marshall  Industries  21b 

Mar+in  Marietta  1 

Masco  6b 

Masco  Industries  2b 

Mattel  14d 
Maxtor  18b 

Moxus  Energy  lib 
May  Department  Stores  8 
Maytag  6b 
McCormick  10b 
McDonald's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN24b 
Mead  19b 

Medco  Containment  12a 
Media  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
Michaels  Stores  8 
MicroAge  18a 
Micron  Technology  9d 
Microsoft  18c 
Mid  Atlantic  Medical  21e 
Midlantic  3a 
Miller  (Herman)  18a 
Millipore  9c 
Mirage  Resorts  14c 
Mitchell  Energy  lib 
Mobil  lib 

Mohawk  Industries  13d 
Molex9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J  P.)  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 
Murphy  Oil  lib 
Musicland  Stores  14d 


Nacco  Industries  11a 
Nalco  Chemical  4 
Nash  Finch  10a 
Nashua  7b 
National  City  3b 
National  Fuel  Gas  24b 
National  Health  Labs.  12c 
National  Medical  12c 
National  Semicond.  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 


Neiman  Marcus  Group  8 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
NovaCare  12c 
Novell  18c 
Nucor  16b 
Nynex22b 


Occidental  Pet.  lib 
Office  Depot  21b 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Olin4 
Olsten  21e 
Oneok  24b 
Orade  Systems  18c 
Orange  &RcddordUtk  24a 
Oregon  Steel  Mills  16b 
OrNda  HearthCorp  12c 
Oryx  Energy  lib 
Oshkosh  Truck  2a 
Outboard  Marine  14d 
Owens  &  Minor  1 2d 
Owens-Coming  13a 
Owens-Illinois  7a 
Oxford  Industries  6a 


Paccar  2a 

PaaficG&E24a 

Pacific  Telesis  Group  22b 

PacifiCare  Health  12c 

PaineWebber  Group  17a 

PallS 

Pamida  Holdings  8 
Panhandle  Eastern  24b 
Paramount  Communs.  14b 
Parker  Hannifin  15a 
Payless  Cashways  8 
Penn  Traffic  10c 
Penney  (J.C.)8 
Pennsylvania  Power  24a 
Pennzoil  lib 

Pen  lair  15* 

Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Pet  lOb 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  21e 

Philadelphia  Electnc  24a 
Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
PHM  13b 

Piedmont  Natural  Gas  24b 
Pier  1  Imports  6b 
Pilgnm's  Pnde  10b 
Pinkerion's  21e 
Pinnacle  West  24a 
Pioneer  Hi  .Bred  10b 
Pitney  Bowes  18a 
Pittston  11a 
PNC  Bank  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Potlatch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Praxair  4 

Premark  International  5 
Premier  Industrial  21b 


PriceS 

Primerica  17a 
Procter  &  Gamble  6d 
Progressrve  17b 
Promus  14c 
Provident  Ufe  17b 
PS  Co.  of  Colorado  24a 
PS  Co.  of  New  Mexico  24a 
Public  Service  Ent.  24a 
Puget  Sound  Power  24a 


Quaker  Oats  10b 
Quanex  16b 
Quantum  18b 
Quantum  Chemical  4 
Questar  24b 
QVC  Network  8 


Ralston  Punna  10b 
Raychem  9a 
Raytheon  9b 
Read-Rite  9d 
Reebok  International  6a 
Reliance  Electric  9a 
Reliance  Group  17b 
Republic  New  York  3a 
Revco  D  S.  12a 
Rexnord  15c 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poutenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  Intl.  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm&  Haas  4 
Rohrl 

Rose's  Stores  8 
Ross  Stores  8 
RPM  13a 
Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Rykoff-Sexton  10a 

S 


Safeco  17b 

Safeguard  Sdentifics  18c 
Safety-Kleen  21e 
SallieMael7a 
Salomon  17a 
San  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Sara  Lee  10b 
Scana  24a 
SCEcorp  24a 
Schenng-Plough  12b 
Schlumberger  11c 
Schulman  (A.)  4 
Schwab  (Charles)  17a 
SCI  Systems  9b 
Scientific -Atlanta  22a 
Scott  Paper  19b 
Scripps(E.W.)20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Seaway  Food  Town  10c 
Service  Corp.  Intl.  21e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Shawmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Signet  Bonking  3c 
Silicon  Graphics  18b 
SizzJer  International  14a 
Smart  &  Final  lOa 
Smith  (A  O.)  2b 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  10b 


Snap-on  Tools  15b 
Society  3b 
Solectron  9d 
Sonat24b 
Sonoco  Products  7b 
Southern  24a 
Southern  New  Eng.  Tel.  22b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Spiegel  8 

Spnngs  Industries  15d 
Sprint  22a 
SPX  15b 
St.  Paul  17b 
Standard  Federal  17c 
Standard  Products  2b 
Standard  Register  18a 
Stanhome  6d 
Stanley  Works  15b 
Staples  21b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stride  Rite  6a 
Stryker  12d 
Sun  lib 

Sun  Microsystems  18b 
Sunbeam-Oster  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  lOa 
Super  Rite  lOa 
Supervalu  lOa 
SynOpticsCommun.  18c 
Syntex  12b 
Sysco  lOa 


Tambrands6d 
Tandem  Computers  18b 
Tandy  18b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Teleflex  1 
Temple-Inland  7b 
Tenneco  5 
Texaco  lib 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thiokol  1 

Thomas  &  Berts  9a 
Thorn  Apple  Valley  10b 
3Com  18b 
Tiffany  8 

Time  Warner  20b 
Times  Mirror  20b 
Timken15c 
TJX  8 

TNT  Freightways  23d 
Torchmark  17b 
Toro  6b 
Tosco  lib 
Toys  'R'  Us  8 
Trans  World  Music  14d 
Transamenca  17a 
Transco  Energy  24b 
Travelers  17b 
Tribune  20b 
Ton  ova  15a 
TRW  5 

TW  Holdings  14a 
Tyco  Laborcrtones  15c 


U.S.  Bancorp  3d 
U.S.  Healthcare  12c 
U.S.  Shoe  8 
U.S.  Surgical  12d 
US  West  22b 
UAL  23a 


UGI24b 

UJB  Financial  3a 
Ultramar  lib 
Unifi  15d 
Union  Bank  3d 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  lib 
Unisys  18b 
United  Stationers  21b 
United  Technologies  1 
Unitrinl7b 

U invar  21b 

Universal  Foods  6c 

Universal  Health  12c 

Unocal  lib 

UNUM17b 

Upjohn  12b 

US  Air  Group  23a 

USF&G17b 

USG  13a 

USUfe17b 

UST6e 

UtiliCorp  United  24a 


Valassis  Commun.  21d 
Valero  Energy  lib 
Valspor  13a 
Value  City  8 
Varian  Associates  9b 
Varity  15c 
Venture  Stores  8 
VF6a 

Viacom  20a 

Village  Super  Market  10c 

Vons  lOc 

Vulcan  Materials  13a 

w 


Waban  S 
Wachovia  3< 
Wackenhut  21e 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Wamaco  Group  6a 
Warner-Lambert  12b 
Washington  Post  20b 
Washington  Water  24a 
Waste  Management  21c 
Weirton  Steel  16b 
Weis  Markets  10c 
Wellman  4 
WellPoint  Health  12c 
Wells  Fargo  3d 
Western  Digital  18c 
Western  Publishing  20b 
Westinghouse  Electric  9a 
Westvaco  19b 
Weyerhaeuser  19a 
Wheelabrotor  Techs  24a 
Whirlpool  6b 
Whitman  5 
Wicor24b 

Willamette  Industries  19a 
Willcox  &  Gibbs  21b 
Williams  24b 
Winn-Dixie  Stores  lOc 
Wisconsin  Energy  24a 
Witco4 

WLR  Foods  lOb 
Woolworth  8 
Worthington  Inds.  16b 
WPL  Holdings  24a 
Wrigley(Wm,]Jr.l©b 
Wyle  Laboratories  21b 

XYZ 


Xerox  18b 

Yellow  23d 

York  International  13a 

Younkers  8 

Zenith  Electronics  6b 

Zenith  Natl.  Ins.  17b 


3 RATE  SCOREBOARD 


Rl  KIMF^^  WFFk'/MAY  17 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX  (312)  337-5633  OR  WRITE 
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BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
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Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Stack  $8? 
24K  Gold  IvO 
S6  00  S&H 


$72 


Don  t  Lose  Their  Attention!  55  0ak      Danvllie  CA  94526 


Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation. 


Tel  510-820-1763  Fax510-i 


800-854-6686  t>ePt.H 


Business  Opportunities 


f  ,    ||*  Twenty  Businesses  You 
/  i      Can  Run  From  Your  Home 


With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 
FREE  cassettes  will  explain  how  you  can  start  sev- 

cbsi  486  sx  Compuur  eral  or  all  or  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  It  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free-. 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-4415) 


Office  Supplies/Equipment 


America's  Lowest  Priced  WlOljlSALE 
Office  Supplies  Direct  to  You  Cmpm^ 


Ballpoint  ,«/o;rr| 

Pen  t&*^ 
Medium 

Black  /  ■ 


#<;SMUBLK 
Dozen 


80l 


LIQUID 
P3PER 

White 
Correction 
Fluid 

#56401 


s675 


I V  i/en 


(ienuine 
HP  InkJet 

(  Cartridge        r  ==: 

for    ,  ifi| 

DeskJet  tafl1 


#S1626A 
S2(T 


huch 


Utter 

SUe  1/3  , 
Cut  r"^ 
Koldei> 


#153L 


You  simply  won't  find  lower  pnces  on  brand  name  office  supplies  than  ai  Wholesale 
Supph  Company.  Over  9.600  different  items,  same  day  shipping,  and  all  at  pnces  you 
have  to  see  to  believe.  We  cuarant.ee  it!  Call  for  details  and  your  free  catalog. 


1-800-962-9162 


Ad  Code  00X5 


Sales  Promotions/Premiums 


fear  Your  Logo, 

^  0— r- 


hoose  from  our  selection  of  premium, 

 American  made  casual  wear  and 

get  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices.  * 

1 800229-0706 

UniFirsc  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  3 1 204  y 


Business  Furnishings 


Leather  Recliner 
with  ottoman 


9£?  57  shipping 

MC  &  VISA,  ACCEPTED 

This  will  be  your 
favorite  chair. 
We  guarantee 
it  or 
your 
money 
back. 

•Available  in  BLACK  or  CREAM 
•Top  gram  cowhide  with  matched  vinyl  on  outside  &  Dack 
•Steel  swivel  Base  with  Dahed  powdercoat  finish 
Send  check  or  money  order  to: 

THE  SOFA  SHOPPE 
480  Morro  Bay  Blvd  ,  Morro  Bay,  CA  93442 


1-800-654-9787  EXT.  0871 


WOODEN 

Upscale  Point  of  Purchase 

Displays 
CaU  Toll  Free  for  Catalogue 

1-800/568-2531 

Take  One  Inc.  •  Los  Angeles,  CA 
Fax  213/255-1280 


Golf 


GOLF  CLUBS  FACTORY  DIRECT 


GOLF  CLONES-lron  Copies-Zing, 
Silver  Scot  845s,  Ultra  45, 
Original  Controller  all  with  TTLite 
shafts,  Line  Grips  set  =  $189 
Wood  copies  Big  Bertha  $69  ea, 
set  =  $189. 

Customer  Service  1-800/238-3343 


High  Tech  Products 


NOW 
AVAILABLE 


RUSSIAN 
BINOCULARS 

Brand  new  binoculars 
are  incredibly  powerful, 
durable,  and  light. 


Make  great 
corporate  gifts 
What  every 
outdoorsman 
needs 

16  x  50 
All-purpose 
binocs! 

$12995 

20x60 
Like  a  mini- 
telescope! 

$17995 

High-tech  night  vision  from 
$450-S10,000H 

Ask  about  our 
gyro-stabilized  binocs! 

For  Information  and  Orders 


1-800-945-9103 

Intertech 
Suite  E206  •  1130  Ten  Rod  Road 
North  Kingstown,  Rl  02852 


Education/Instruction 


COLLEGE  DEGREI 

BACHELORS  •  MASTERS  •  DOCTORAl 

For  Work,  Lite  and  Acadei 
Experience  *  No  Classroc 
Attendance  Required 

Call  (800)  423-324' 
or  send  detailed  resumi 
lor  Free  Evaluation 

Pacific  Western  Universit; 

600  N  Sepulveda  Blvd  Depl  170 
Los  Angeles  CA  90049  USA 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA'BS  MS/MBA  PhD/JD 
Credit  tor  work  /life  exp.  •  Accredits 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

Dept.  569  Mandeville,  LA  70470-4(K 


University  Degrees 

Accredited  University  home  stu 
Associate,  Bachelor,  MBA  degree 
Paralegal.  Marketing.  Managemei 
Health  Care  Administratio 
International  Business,  Humi 
Resources.  Call  (800)  477-2254, 
Southern  California  University 
202  Fashion-BW,  Tustin  CA  926{ 


Sales  Promotion/Marketin 


Sales  Leads  &  Mailing  List 


•  10  Million  U.S.  Businesses  - 

•  78  Million  Consumers/ Residents 

•  or  Any  List  You  Need1 

FREE  Catalog  Call  14021  331-7169  or  write 
American  Business  Lists 

P  O  Box  27347  •  Dept.  01-083 
Omaha,  NE  68127  •  FAX  (402)  331-15 


$ales  Success  Profile 


How  good  are  your  salespeople9  The  SSP  i 
50  question  sales  test  that  measures  13  s* 
I  ing  skills!  Scored  on  your  PC,  it  shows  h 
I  your  salesperson  ranks  compared  to  o\ 
300,000  other  salespeople!  Produces  8  to] 
I  pages  of  Narrative  Reports  1  Sample  tesl 
software  to  score  sample,  Reg  $50,  On 
$12.95,  or  CALL  for  TREE  Color  Brochu 


Cable  TV 


CABLE  TV  DESCRAMBLER 

CONVERTERS,  ACCESSORIE 

Name  8rands.  Lowest  Prices.  Best  Servii 
For  FREE  16-page  color  catalog  call 

CABLE  READY lOgO)  234-100 

COMPANY  ,vv 


FREE  CATALOG!  1-800-345-8 
JERROLD  HAMLIN  OAK  ET 

CABLE  TV  DESCRAMBLER 


•  Special  prices'  •  Compare  Our  Low  Re 
Pnces1  •  Orders  From  Stock  Shipped  Immediate 
•  Guaranteed  Warranties  &  Prices' 
•  All  Major  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
7325'A  Reseda.  Dept.  866  Reseda.  CA  913 
For  catalog,  orders  &  into    1  -800-345-89; 


Businesses  ■  Clubs  ■  Associations  ■  Events 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX  (312)  337-5633  OR  WRITE 


IESEARCH  REPORTS 

1,850  academic  topics  available1 
ind  $2  00  lor  the  290-page  catalog 
istom-wrltten  reports  also  available 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  31 0-477-8226) 

Business  Services 

jntify  HIGH-RISK  job  candidates 

before  you  hire! 
UMS  Inexpensive  Written  Tests 
3ive  You  Results  in  3  Minutes, 

gned  in  accordance  w/EEOC  &  APA  guidelines 

Call  800-424-9853 

for  literature  &  free  samples 
US  TESTING  -  Miller  PI.  NY  11764 

Business  Opportunities 


RSOVVLIZE1)  CHILDREN'S  BOOKS 


i  small  investment  into  that  profitable  business  you  have 
fs  dreamed  about!   \ji  excellent  home  operated 

ii  ..'  It,...k-  -  II  !..-i  in  >h.r.->!  \i  fairs!  Malls!  Oi 
(irtlrr  .  .  .  anywlii-rc  there  are  people  It's  easy  to 

t  money  letting  our  exciting  line  »i  personalized 

v  Miiii%  i.tlirr  t-xi  iliiij:  priiilm  ts  available 

*,lf  <'.aU  today!  214-248-9100 

t*     D  &  K  Enterpri'eH,  Inr. 
1          3216  Commander,  Suite  101,  Dejrt  21 
(  arn.uW  l.  v'-  T^IHU.  


START  YOUR  OWN 


'RIVATE  POSTAL  CENTER 


AILBOX  MANUFACTURER  has  free 
lilbox  catalog  and  information  on 
ivate  Postal  Centers  and  related  busi- 
ss  services.  HIGH  PROFIT  I   


0/1  Urn  (800)323-3003 

M  nl9  '"CA  (213)2326181 
1010  E.  62nd  St.  LA.,  CA  90001 
People  Committed  to  Quolity  Since  1 936 


Telecommunications 

AVE  BIG 

N  LONG  DISTANCE  CALLS 

ne  Low  Rote  Anywhere  in  USA 

ternational  Rates  30%  -  50%  Less 
)  FEES  -  L.D.  Bill  Must  Exceed  $  1 00 
II  l-800-572-18l8ex».133 or  132 

Newsletters/Periodicals 


Computer  Business 

THE  TREND  AWARENESS  TOOL 

at's  New  and  Significant  in  Computers  and 
nmunications  (local  area  networks,  WANs) 
itops,  Notebook-size  PCs.  Apple's  Newton, 
/1-compatible  PCs,  Compaq,  Dell  etc,  Sun 
rkstations,  DEC;  Send  $145  for  1-yr 
iscription  to  Box  45923,  Los  Angeles,  CA 
)45  ($175/yr  outside  US  &  Canada)  Or  $20 
sample  issue.  (20  groups  -  SW,  MM  rsch 
).  Over  60  of  best  recent  articles  abstracted 
:h  month  Be  up-to-date  with  minimal  effort 


ElETIRE  EARLY! 

rategies  to  quit  the  rat  race  for  a 
lfilling  new  career,  saner  lifestyle! 
ElEE:  30-page  report  "The  25  Keys 
A  Secure  Early  Retirement," 
jUS  issue  of  newsletter,  Early 
etirement  Advisor.  Send  $2.95 
iH  (CK/MO)  to:  DataTrends,  Box 
i7,  Mernfield,  VA  22116. 


rade  Shows/Conferences 
tend  EXPERT  AMERICA 


Exporting  show  and  conference  for 
lanufacturers  and  export  development 
rganizations.  Meet  overseas  multi-line 
distributors  and  agents. 
Miami,  FL.  September  1993, 
National  Productions,  Inc. 


508-745-8914  for  details 
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Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-tilt 

feature 
•Adjustable 

neck  rest 

•Built-in  adjustable 
lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6 


BackSaver  Call  1-800-251-2225 

  tax  24  hp..  I-WMI-H.VWW 

H  Jeffrey  Ave.  BWE.  Holliston. MA  01746 


Sports  Equipment 


Cheat 
At  Tennis 


|tennis  tutor]  Your  Own 
kMMM  Portable 

'Ba*  Tennis  Ball 
Jgf  Machine 

1-800-448-8867 

for  FREE  brochure 


Investment  Opportunities 


#  1  FUND  1991-92 

THE 

AMERICAN  HERITAGE 
FUND 

An  aggressive  Mutual  Fund 
designed  for  investors  seeking 
maximum  capital  growth 

■  100%  No  Load  /No  Sales  Fee 

■  No  Redemption  Fees 

■  IRA/Keogh  Plans 

CALL: 

1-800-735-1243 

Or  write  for  a  Free 
Prospectus  with  complete 
information  including  charges, 
risks  and  expenses  Please 
read  it  carefully  before  you 
invest  or  cend  money 

"The  Fund  was  ranked 
America's  number  one  per- 
forming Capital  Appreciation 
Fund  for  1991-92  by  Lipper 

.      ,  .      ,  0  ,  Helko  H.  Thleme, 

Analytical  Services,  Inc        cEO/Rxttoi.o  Manager 

formerly  Investment 
Past  performance  does       strategist  lor  Deutsche 

not  guarantee  future  results   Banh  Capital  Corp 

Fund  shares  when  redeemed  may  be 
worth  more  or  less  than  original  cost 

THE  AMERICAN  HERITAGE  FUND.  INC. 

31  Wesl  52nd  Street,  New  York,  NY  10019  d\ 
1-800-735-1243  N>'/ 


Corporate  Gifts 


100%  Cotton/Your  Logo! 
Buy  Factory  Direct  and  Save 


At  the  Queensboro  Shirt  Company,  we  don't  just  make  our  own 
shirts,  we  make  our  own  cloth!  You  buy  direct,  net  a  better  shirt, 
and  save.  Special  New  Customer  Trial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  call: 

1-800-847-4478       fax  1-718-782-4614 
The  Queensboro  Shirt  Company 

Dept.  BW35,  80  N  5th  St.,  Williamsburg,  NY  11211 


Presentation  Equipment 


Travel  Light 


The  13  lb.  Bantam  professional  overhead 
projector  improves  any  presentation.  A  best 
buy  starting  at  $395.  Call  now  for  a  FREE 
brochure  on  our  complete  projector  line. 
Audiscan  1-800-426-0852 

PRODUCTS  COMPANY  A/-T  X  X 

P.O.  Box  1456,  Bellevue.  WA  98009  206-454-0694 


Corporate  Gifts 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  s 
and  quality  Send  for    -  .  <.  J  » 
FREE  CATALOG   


The  Widest  Selection  of  the  Widest  Shoes  Anywhere 


HITCHCOCK  SHOES,  INC 

Dept.  55E  llintjliam,  MA  02043 


BUILD  TEAM  SPIRIT 


CUSTOM  DESIGNED 
PINS  FROM  YOUR  LOGO 

FREE  PINS 

WITH  YOUR  ORDER 

CALL  1-800-229-PINSEXT58 

FAX  YOUR  LOGO  TO  (213)  962-0594 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 


CUSTOM  MADE 
TIES 

SCARVES 

IISTS 


(800)  252-5966 
103)322-4142,  FAX: (203) 329-784* 


Send  us  your  color  logo*  along 
with  $10.50  and  we'll  rush  you 
a  personalized  working  Quart/ 
watch  sample  as  our  convincer! 

a  timely  Idea  tor 
Incentive  •  Premium  •  Dealer/Loade'  •  Business  Gilt 
Convention  or  Meeting 

Ibm  2  amptes  Dei  company  a  HObO  etctil 

FREE  CATALOG- FAX  (8181 2NH-O200  OR  WRI  IE: 
IDEAL  WATCHES,  CO 
BO .H  SUNSET  BLVD  #63   LOS  ANGELES,  CA  90046 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


"n  Beach  Poj?  f 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 


$2.69 


EMBROIDERED 
CAPS  AS 
m        LOW  AS 


$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Collecting 


BUYING  ART  ABROAD: 

THE  DARK  SIDE  OF  THE  CANVAS 


Three  years  ago,  Ramon 
Cernuda,  a  Miami  pub- 
lisher of  language  texts, 
received  some  unannounced 
visitors.  Federal  agents  broke 
down  his  door  and  seized  his 
valuable  collection  of  200  Cu- 
ban paintings  on  the  grounds 
that  it  violated  I '.  S.  trade 
embargo  laws  against  Cuba. 
Cernuda  had  to  sue  the  gov- 
ernment to  get  his  property 
back  even  though  he  had  pur- 
chased all  the  paintings  out- 
side of  Cuba.  This  "shows  the 
danger  of  collecting  art  from 
politically  sensitive  countries," 
he  says. 

Art  collecting  holds  other 
dangers  as  well.  Innocent  pur- 
chases made  during  a  vaca- 
tion abroad,  for  example,  may 
cause  the  Unsuspecting  buy- 
er to  face  fines  or  even  im- 
prisonment for  violating  a 
country's  export  laws.  That 
expensive  little  statue  you 
bought  for  the  coffee  table 
could  turn  out  to  be  a  fake— 
or  worse,  stolen.  The  laws 


governing  art  purchases  are 
enormously  complex,  varying 
from  country  to  country,  state 
to  state,  and  object  to  object. 
Nevertheless,  amateur  collec- 
tors should  try  to  familiarize 
themselves  with  some  basics 
to  avoid  stepping  on  legal 
land  mines. 

Big  problems  can  arise 
from  buying  art  abroad.  Most 
countries  have  "cultural  patri- 


I  HAT  PRICEY  LITTLE 
STATUE  YOU  BOUGHT 
COULD  BE  A  FAKE- 
OR  WORSE,  STOLEN 


mony  laws,"  which  prohibit  or 
restrict  export  of  works  with 
special  historical,  archaeologi- 
cal, or  ethnological  value,  such 
as  artifacts  buried  in  ancient 
tombs.  Turkey  and  Peru 
"claim  title  and  ownership  of 


all  antiquities  originating  in 
[those  countries]  regardless 
of  importance,"  says  Ralph 
Lerner,  co-author  of  Art  Law: 
The  Guide  for  Collectors,  In- 
vestors, Dealers,  &  Artists 
(PLI:  Practicing  Law  Institute; 
$85).  On  the  other  hand,  Den- 
mark and  Britain  will  pay 
owners  market  value  for  an 
artwork  if  they  ban  its  ex- 
port. And  once  Chinese  art  is 
outside  the  country,  "there's 
no  indication  that  someone  is 
going  to  chase  it  down,"  says 
James  Lally,  a  New  York  City 
gallery  owner  who  deals  in 
Asian  art. 

"crazy  gringos."  If  a  re- 
stricted item  gets  past  local 
customs,  it  usually  can  enter 
the  U.  S.,  which  has  no  obliga- 
tion to  enforce  other  coun- 
tries' export  laws.  But  there 
are  exceptions.  The  I'.  S.  In- 
formation Agency,  in  coopera- 
tion with  U.S.  Customs,  liars 
importation  of  certain  stolen 
artworks  for  which  records 
exist.  And  in  response  to 


cries  that  Latin  American  2 
chaeological  sites  were  beii 
looted,  the  U.  S.  agreed 
ban  imports  of  pre-Columbi; 
art.  Although  this  has  c 
down  the  pre-Columbian  trs 
tie  in  the  U.  S.,  says  Conn 
Lowenthal,  executive  direct 
of  the  International  Found 
tion  for  Art  Research  (IFAI 
"dealers  complain  that  tl 
trade  has  gone  to  Europe, 
it  may  not  have  stopped  tl 
plunder." 

Pillaging  of  ancient  sites 
a  worldwide  problem.  Archa 
ologists  claim  that  collecto 
encourage  plunder  when  th< 
pay  big  money  for  artifact 
Collectors  answer  that  th< 
protect  art  that  might  otht 
wise  be  destroyed.  "A  farm 
digging  a  well  comes  aero 
an  ancient  tomb,"  says  gsJlej 
owner  Andre  Emmerich, 
he  goes  to  the  authority 
they'll  probably  bar  him  fro 
making  his  well.  So  he's  likt 
to  destroy  what's  there  fir? 
But  if  he  knows  crazy  gri 
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in  the  capital  pay  money 
it,  it  will  get  sold,  pro- 
ved, and  endowed  with 
letary  value." 
'he  pillage  problem  is  ex- 
rbated  by  the  fact  that 
ntries  with  the  most  arti- 
s  often  have  the  least  re- 
cces to  protect  them  and 
greatest  need  for  the  cash 
1  sale  will  bring.  In  addi- 
,  "enforcement  is  very  dif- 
lt  and  violation  com- 
ply easy,"  says 
s-art  attorney  Susan 
te  Biederman.  The 
5.  has  no  patrimony 
s  per  se,  but  it  is  ille- 
to  remove  archaeo- 
cal  artifacts  from  fed- 
lands.  In  March,  four 
pie  in  Utah  were  in- 
ed  for  unearthing  and 
ng  the  remains  of  Na- 
:  American  infants, 
of  whom  lived  about 
iO  years  ago  and  was 
[  wrapped  in  a  hide 
nket  and  lying  on  a 
)den  cradle  board, 
f  you  do  buy  art 
oad,  make  sure  you 
iw  that  country's 
id  on  cultural  proper- 
md  art  exports.  Con- 
;  the  nation's  depart- 
p  of  cultural  affairs 
;he  American  embassy 
find  out  what  docu- 
ntation  you  might 
d.  You  may  want  to 
suit  an  art  lawyer  or 
ke  the  purchase 
3ugh  a  reputable  deal- 
in  the  U.  S.  so  you'll 
'e  a  representative  at 
ne  who's  accountable, 
ke  sure  the  U.  S.  has 
special  import  restrie- 
is,  as  it  does  on  Cu- 
l  and  Iranian  art,  says 
rjorie  Stone,  general 
nsel  for  Sotheby's  auc- 
1  house.  "If  you  bought  an 
pan  rug  in  London,  you 
Idn't  bring  it  home  unless 
i  could  prove  it  left  Iran 
ore  the  U.  S.  embargo 
nt  into  effect." 
3VENANCE  PERILS.  If  stolen 
works  or  antiquities  sub- 
t  to  cultural-patrimony  laws 
»w  up  in  U.  S.  galleries  and 
libitions,  foreign  govern- 
nts  and  individuals  can  sue 
get  them  back.  So  if  you 
ft  have  clear  title  to  a  sig- 
icant  work,  you  could  get 


tied  up  in  costly  litigation  and 
eventually  lose  the  art  to  its 
rightful  owner.  Worse,  "if  you 
bought  stolen  art  knowingly, 
you  could  go  to  jail,"  says 
Lerner.  Statutes  of  limitation 
vary  widely,  sometimes  start- 
ing only  after  the  theft  vic- 
tim has  sued  and  the  current 
owner  has  refused  to  give  up 
the  art.  This  may  be  decades 
after  it  disappeared. 


plete  background  on  the  per- 
son's works,  their  history  of 
ownership,  and  the  exhibitions 
they  have  appeared  in. 

It's  far  more  likely  that 
you'll  buy  a  fake  than  a  stolen 
treasure,  says  art  consultant 
Catherine  Drillis.  So  be  wary 
"if  someone  offers  you  a  great 
bargain.  It  is  too  good  to  be 
true."  Drillis  says  she  exam- 
ined a  hoard  of  paintings  by 


IF  YOU  GOTTA  HAVE  ART.. 


.FIND  OUT  IF  IT'S  REAL. 


^  Research  the  type  of  art  you  wish  to  invest  in.  Keep  it  narrow. 

►  Read  books,  consult  knowledgeable  art  dealers. 

►  Visit  auction  houses  to  inspect  samples  of  the  kind  of  art  you're 
interested  in. 

p-  If  you  don't  have  time  to  do  the  research,  hire  an  art  consultant  or 
lawyer  to  do  it  for  you. 

►  Get  an  evaluation  of  an  art  object  from  a  museum  or  auction  house. 

►  Buy  only  from  reputable  dealers,  who  have  a  track  record  and  have 
been  around  for  a  while, 
p  Get  a  certificate  of  authenticity  and  a  bill. 


...OR  IF  IT'S  STOLEN... 


*►  Ask  where  the  art  object  comes  from,  who  has  owned  it  in  the  past. 

►  Request  proof,  including  past  bills  of  sale. 
For  famous  artists,  check  your  local  library  for  a  catalogue  rai- 

sonne,  the  definitive  source  on  a  person's  complete  works,  history  of 
ownership,  and  exhibitions  they  have  appeared  in. 

►  Check  with  the  International  Foundation  for  Art  Research,  Inter- 
pol, the  FBI,  and  any  other  registry  that  keeps  tabs  on  stolen  art. 

Don't  spend  thousands  of  dollars  without  consulting  an  art  lawyer. 


p  If  you're  in  a  foreign  country  find  out  what  the  export  laws  are  for 
artworks.  This  may  not  be  easy,  but  the  American  embassy  should  be 
able  to  help. 

p  Find  out  a  given  country's  restriction  on  cultural  patrimony. 

Obtain  the  appropriate  documentation  to  export  an  art  object  from 
the  country. 

Find  out  if  the  U.  S.  has  any  special  arrangements  with  the  country 
enforcing  its  export  laws  here. 

p  In  the  U.  S.,  ask  if  Native  American  artifacts  come  from  public 
lands  and  check  with  the  Bureau  of  Land  Management  before  you 
buy. 
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To  protect  yourself,  ask  lots 
of  questions  about  the  art's 
provenance,  or  ownership  his- 
tory, and  request  documenta- 
tion of  its  sale  and  back- 
ground. If  the  seller  is 
reluctant  to  furnish  such  in- 
formation, that  could  be  a 
warning.  Check  with  local  po- 
lice, Interpol,  the  FBI,  and 
I  FAR,  which  all  keep  records 
of  stolen  art.  For  a  famous 
artist,  visit  your  local  library 
and  consult  the  catalogue 
raisonne,  which  gives  a  eom- 


big-name  Impressionists  of- 
fered to  a  client  for  several 
million  dollars.  She  declared 
it  a  scam.  "It  was  enough  to 
fill  a  small  museum,  and  they 
weren't  asking  a  huge  sum," 
says  Drillis.  "Plus  they  want- 
ed to  do  it  quietly.  Why 
would  anyone  do  that?  They 
would  want  to  get  the  most 
they  could  by  going  through 
an  auction  or  dealer." 

Fakes  go  for  all  prices. 
Thousands  of  counterfeit  Dali, 
Picasso,  Chagall,  Miro,  and 


Erte  "limited  edition"  prints 
were  sold  nationwide  through 
galleries,  over  the  phone,  and 
via  the  mails  throughout  the 
1980s.  Prices  varied  from  a 
few  hundred  dollars  to  tens 
of  thousands.  A  sting  opera- 
tion led  to  criminal  charges 
against  a  family  named  Amiel 
that  allegedly  supplied  the 
fakes  from  an  Island  Park 
(N.Y.)  warehouse— along  with 
false  certificates  of  au- 
thenticity to  validate  the 
bogus  items. 
BONING  OP.  Jack  Ellis, 
the  postal  inspector  who 
helped  break  the  case, 
warns  casual  collectors 
not  to  buy  anything 
sight  unseen.  If  you  do, 
"you  should  have  it  sent 
to  you  on  approval  so 
you  can  check  it  out  with 
some  expert  whom  you 
trust."  If  you  discover 
that  you've  bought  a 
fake,  complain  to  the 
Federal  Trade  Commis- 
sion. "Several  laws  allow 
them  to  go  in  when 
something  is  counterfeit," 
says  Ellis.  Criminal  mail- 
and  wire-fraud  statutes 
can  also  be  applied  to 
any  scheme  in  which 
someone  is  defrauded  by 
misrepresentations  trans- 
mitted by  phone,  fax,  or 
mail,  he  says. 

Auction  houses  and 
museums  can  give  you  a 
free  opinion  on  an  item's 
authenticity,  and  IFAR 
will  do  a  thorough  re- 
port, including  a  consul- 
tation with  an  appropri- 
ate expert,  for  a 
minimum  of  $750.  An- 
other way  to  protect 
yourself  is  to  read  up  on 
the  area  that  interests 
you.  "Find  a  dealer  you 
enjoy  talking  to  and  pick  his 
or  her  brain,"  says  Lally.  "Go 
to  auction  rooms,  where  you 
can  handle  the  pieces,  and  ask 
every  silly  question  that 
comes  into  your  head." 

In  the  end,  there  are  no 
guarantees.  "My  advice  is  the 
same  as  with  the  stock  mar- 
ket," says  Biederman.  If  you 
buy  a  work  of  art,  "make  sure 
you  can  afford  to  lose  the 
money."  At  the  least,  make 
sure  that  you  like  it— and  that 
it  fits  the  decor.    Pant  Black 
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Computers 

FIRING  UP 
YOUR  LAPTOP, 
EUROSTYLE 


You've  brought  your 
portable  computer  to 
Europe,  and  now  you 
want  to  check  your  electronic- 
mailbox  back  home.  No  prob- 
lem—if you've  got  the  right 
jack,  plug  adapter,  and  hotel 
phone  system. 

Traveling  with  a  laptop  in 
Europe  can  be  frustrating, 
even  when  it  comes  to  some- 
thing as  simple  as  plugging  it 
in.  And  there's  no  way  to 
avoid  that— unless  you  bring 
an  extra  suitcase  for  batter- 
ies. Most  luggables  have  ad- 
justable current  settings  that 
get  you  from  the  110  volts 
used  in  the  U.  S.  to  Europe's 
220.  But  those  flat  prongs  on 
your  U.  S.  power  cord  won't 
fit.  Travel  kits  have  adapters 
for  most  European  outlets.  If 
you're  missing  the  right  one. 


visit  a  hardware  store 

Also,  consider  your 
lodging  very  care- 
fully. "The  biggest 
problem  we  have 
is  the  connection 
at  the  hotel." 
says  Colin  Ad- 
ams. European 
technical  manag- 
er for  Associa- 
ted Press.  Hotels 
that  have  direct-dial 
phones  with  detach 
able  wall  jacks  are  the 
best.  "Hotel  switchboards 
are  connection  killers."  he 
warns.  Hotels  with  digital 
PBXs  are  even  worse  because 
they  won't  recognize  your  ma- 
chine's analog  dial  tones.  One 
solution:  Disable  the  automat- 
ic-dial feature  of  your  tele- 
communications program,  re- 
place your  e-mail  number 
with  a  comma  iread  as  a 
pause  i.  then  dial  the  number 
manually. 

local  PRONGS.  Even  if  your 
hotel  phone  has  a  detachable 
plug  jack,  it  won't  be  the  fa- 
miliar modular  RJ-11  style 
with  the  plastic  clip.  But  Eu- 
ropean electrical  stores  sell 


adapters  that  have  the  local 
prong  design  on  the  wall  side 
and  a  modular  opening  facing 
you.  You  can  also  bring  along 
a  modular  cord  with  bare 
wires  at  one  end  that  you  can 
connect  to  a  local  phone  plug. 

Veterans  of  Europe's  phone 
systems  also  carry  a  modular 
cord  with  alligator  clips  at  one 
end.  If  a  phone  is  wired  to  a 
wall  box.  you  can  screw  off 
the  plate  and  hook  the  clips 
to  the  appropriate  wires.  If 
your  phone  has  a  removable 
mouthpiece,  you  can  attach 
the   dips   to   the  springy 


;tal  contacts  insi 
If  such  soluti 
ound  beyond  y 
technical  abilit 
consider  acc 
.  ■  tic  couplers. 
^|  tached  to  a  n 
i>^^^^  ular  cord,  th 
fit  over  m 
phone  earpie 
and  mouthpie 
With  couplers, 
dial  a  number  rr 
ually,  get  a  can 
signal  from  the  corm; 
er  you're  calling,  put 
couplers  on.  and  transmit 
receive. 

PHONE  HOME.  Once  you  g< 
connection,  it  could  cos 
bundle  if  you  use  the  swil 
board.  Try  a  call-home  ! 
vice  of  a  U.  S.  company,  s 
as  AT&T's  LSADirect,  that 
you  direct-dial  your  he 
base  via  an  800-style  numl 
One  sure  way  to  av 
many  obstacles  is  a  satel 
phone.  That's  what  AP  rep 
ers  used  in  their  coverage 
the  gulf  war  and  Soma 
"They're  very  expensr 
says  Adams.  "But  they  s 
work."  Patrick  O. 


after  the  1987  crash  as  a  way 
to  avoid  wide  market  swings 
by  simultaneously  investing 
in  stocks,  bonds,  and  cash. 
But  they  faded  as  stocks  re- 
covered and  equity  funds 
took  off.  With  the  market  at 
worrisome  highs  this  year, 
investors  are  again  flocking 
to  the  funds. 

It's  best  to  look  closely  be- 
fore jumping  in.  Many  funds 
carry  loads,  so  you'll  be 
charged  a  percentage  of  your 
investment.  Despite  their 
common  philosophy  of  shift- 
ing assets  among 
sectors  as  market 
conditions  change, 
investment  strate- 
gies can  be  dramat- 
ically different. 

Some  funds  stray 
from  a  middle-of- 
the-road  approach. 
Quest  for  Value  Op- 
portunity, sold  by 
Quest  for  Value  Ad- 
visors in  New  York, 
achieved  the  best 


Smart  Money 


THE  RETURN  OF  THE 
FUND  FOR  ALL  SEASONS 


three-year  return  through 
Mar.  31  by  buying  mostly 
niche  stocks  with  low  price- 
earnings  multiples.  That  paid 
off  nicely  in  1991.  with  a  51% 
gain.  But  with  5%  of  assets 
in  bonds  this  year,  it  missed 
the  bond  rally.  Its  return 
through  Apr.  13  was  1.62%. 
Dreyfus'   Capital  Value 


A  LOOK  AT  THE  TOP  FUNDS 


Ttiree-yeor  ovg. 

onnuol  return 
thru  3/31/93- 


Year  to  dote 
thru  4/13/93" 


QUEST  FOR  VALUE  OPPORTUNITY 

20.44  ;: 

1.62S 

MERRILL  LYNCH  GLOBAL  AUOCA. 

'7  2' 

9.19 

FIDELITY  ASSET  MANAGER" 

16.53 

:  • 

PHOENIX  TOTAL  RETURN 

16.33 

2.69 

CONNECTICUT  MUTUAL  TOTAL  RETURN 

14.64 

6.08 

GROUP  AVERAGE  (55  FUNDS) 

11.5 

4.37 

S&P  500 

14.12 

0.98 

'Does  not  include  sales  loods 

"Nolood 

Fund,  heavily  oriented  to- 
ward bear  markets,  bet 
wrongly  on  a  market  drop 
last  year.  Its  manager.  Corn- 
stock  Partners,  invested  in 
gold  stocks,  shorted  big  con- 
sumer stocks,  and  put  nearly 
40%  of  the  fund  in  low-inter- 
est T-bills.  The  fund  dropped 
a  woeful  10.36%.  But  this 
year,  it's  up  nearly 
10%.  Says  manager 
Stan  SaMgsen:  "In- 
vestors [in  my 
fund]  should  feel 
the  same  way  I  do 
about  the  market." 

Merrill  Lynch's 
Global  Allocation 
fund  and  Fidelity's 
Asset  Manager  try 
to  balance  stock 
and  bond  holdings 
50/50.  Thev  add  an 


additional  measure  of  saf( 
by  investing  in  foreign  sto< 
and  bonds.  Such  conservat: 
posturing  has  helped  be 
funds  produce  above-avera 
returns.  However,  neither 
positioned    for  shoot-tl 
lights-out  years. 
autopilot.  The  simplest  fu 
is  Vanguard's  Asset  Alio 
tion  fund,  which  practica 
runs  on  autopilot.  Bet  we 
40%  to  60%  of  its  assets  : 
in  stocks  tied  to  the  St 
dard  &  Poor's  500-stock 
dex  and  the  rest  is  in  Tre 
ury  bonds.  Its  three-y< 
average  annual  return 
14.28%.  One  advantage 
this  hands-off  style:  The 
nual  expense  ratio  was  0.5 
of  assets  vs.  1.62%  for  1 
group  average. 

All  asset-allocation  fur 
try  to  minimize  risk.  \ 
each  has  a  different  idea 
how  to  achieve  that  goal, 
vestors  should  make  st 
they're  not  getting  intc 
fund  that  will  gamble  w 
strategies  too  risky  for  th 
taste.  Geoffrey  Sir, 
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ith  the  ever-in- 
creasing cost  of 
health  insurance, 
e  families  are  switching 
n  option  that  might  have 
ned  unthinkable  several 
•s  ago:  catastrophic  cover  - 
These  increasingly  popu- 
plans  trade  off  higher  de- 
tibles-from    $2,500  to 

000  and  above— for  premi- 
that  can  be  dramatically 

3r  than  what  you  would 
for  all-inclusive  insurance 
jring  every  doctor  visit, 
insured  picks  up  all  med- 
costs  up  to  the  deduct- 
amount. 

he  advantages  are  not 

in  substantial 
nium  savings.  "It's 
e  simplifier,"  says 
ert  Hunter,  presi- 
t  of  the  National 
irance  Consumer 
anization,  an  Alex- 
ria  (Va.)  watchdog 
jp.  You  rid  your 
of  paperwork  fel- 
ine checkups,  net- 
ome  personal  in- 
;ions  by  the  insu- 
re company,  and 
fear,  ever-present 
those  insured  to 
hilt,  of  willy-nilly 
:ellation. 

'he  gamble,  of 
rse,  is  that  by 
lthy    living  and 

1  luck  you'll  come 

dollars  ahead  af- 

subtracting  your 
Heal  expenses 
n  what  you've 
sd  in  premiums.  For  ex- 
)le,  say  over  one  year  you 
rid  $1,400  for  doctor  vis- 

but  you  save  $2,000  in 
miums.  You're  $600  ahead, 
that's  even  before  you 
in  the  deductibles  you 
lid  have  swallowed  under 
r  old  plan. 

URN  TO  BASICS.  If  you  take 
>ne  step  further  and  set 
le  the  premium  savings  in 
account  you  can  tap  for 
lical  bills,  you  won't  get 
ght  short,  and  you'll  earn 
>me  on  the  money.  On  the 
mside,  you  are  risking  that 
i  and  your  spouse  could 
h  run  up  $2,500  or  more 
medical  expenses  on  a 
iOO-per-person  deductible 
n.  That  would  leave  you 
X)0  down  before  the  insur- 


Insurance 


BETTING  ON  A  PRETTY  CLEAN 
BILL  OF  HEALTH 


ance  company  puts  out  a  cent. 

In  a  way,  this  form  of  limit- 
ed self-insurance  for  individu- 
als is  a  return  to  basics. 
You're  protecting  your  nest 
egg.  "Insurance  is  a  risk-shar- 
ing proposition,  and  what  you 
are  insuring  for  is  what  can 
cause  you  the  greatest  finan- 
cial loss,"  says  Ronald  Mim- 
ick,  product  manager  at  Mu- 


per-person  deductible  plan. 
One  result  of  the  higher  de- 
ductible, he  says,  is  that  you 
don't  run  off  to  the  doctor 
every  time  you  have  a  sniffle. 
You  go  only  when  you  feel 
you  really  need  the  care. 

Picking  the  right  deduct- 
ible is  the  toughest  part  of 
buying  catastrophic  insurance. 
The  $2,500  level  is  popular, 


TWO  PLANS:  CONVENTIONAL  VS.  CATASTROPHIC 

A  couple  in  their  mid -40s  with  a  young  child  buys  a  typical  low-deductible  health  in 
surance  policy.  They  have  medical  bills  of  $  1,500  the  first  year,  $6,500  the  second, 
and  $700  the  third.  Here's  what  they  would  pay  out  of  pocket  over  three  years: 


Premiums:     $18,000  ($6,000  a  year) 

Deductibles:      2,700  ($500  a  year  per  person; 

\  mm 

$1,000  family  cap) 

Co-payments:     1,200  (20%) 

TOTAL  $21,900 

HI  xj 

Premiums:       $9,000  ($3,000  a  year) 

Deductibles:       7,200  ($2,500  a  year  per  person; 

$5,000  family  cap) 

Co-payments:  0  (None) 


$16,200 
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tual  of  Omaha  Insurance,  one 
of  a  handful  of  large  insurers 
offering  individual  catastroph- 
ic plans.  "You  don't  buy  it  for 
the  doctor  visit." 

Insurers  report  brisk  de- 
mand from  healthy  middle- 
aged  couples  with  relatively 
high  incomes  whose  children 
have  left  home.  But  catas- 
trophic plans  also  make  sense 
for  younger  families.  Charles 
Corbiere,  a  Hackensack  (N.J.) 
restaurateur,  figures  he  has 
saved  some  $12,000  over  four 
years  by  going  to  a  $5,000  de- 
ductible, even  after  averag- 
ing $1,500  to  $2,000  a  year  in 
medical  expenses  for  himself, 
his  wife,  and  his  son.  Corbiere 
spends  $1,420  a  year  in  premi- 
ums, against  the  $4,200  he 
would  be  paying  for  a  $500- 


but  you  may  want  to  go  much 
higher  if  you  are  relatively 
liquid  and  in  good  health.  As 
a  rule,  you  can  expect  to  halve 
your  premiums  by  going  to 
$2,500  from  $250  or  $500. 
Choose  $5,000  and  you  could 
pay  just  35%  of  full  rate;  $10,000 
will  get  you  below  30%. 


Worth  Noting 

■  paying  planners.  Before 
anteing  up  for  advice,  find  out 
How  Financial  Planners  are 
Paid.  A  new  brochure  from 
the  International  Association 
for  financial  Planning  outlines 
payment  options  and  answers 
basic  questions  about  fees. 
Call  800  945-IAFP  for  this 
item,  a  list  of  planners  in  your 


You  can  also  reduce  premi- 
ums by  agreeing  to  pay  half 
your  medical  costs  for  a  cer- 
tain level  above  the  deduct- 
ible. One  plan  offered  by  Prin- 
cipal Mutual  Life  Insurance 
has  a  beginning  deductible  of 
$2,500,  with  the  insured  as- 
suming 50%  of  the  liability  for 
the  second  $2,500.  This  plan 
saves  65%  over  the  low-de- 
ductible policy,  vs.  a  40%  sav- 
ings with  the  straight  $2,500 
plan. 

cautions.  Catastrophic  poli- 
cies use  the  same  basic  rating 
criteria— age,  health,  area  of 
the  country— and  cover  the 
same  major-medical  services 
as  do  comparable  low- 
deductible  plans.  The 
catastrophic  plans  are 
generally  easier  to 
understand,  with  few- 
er loopholes  to  worry 
about.  But  there  are 
some  understandable 
cautions:  "Make  sure 
the  things  you  want 
are  covered,"  such  as 
transplants,  warns 
Rodney  Karsten,  di- 
rector of  underwrit- 
ing for  Principal. 
Watch  out  for  small- 
print  zingers,  such  as 
one  specifying  that 
the  deductible  is  per 
illness.  And  look  for 
at  least  $1  million  in 
coverage.  Chances 
are,  only  the  worst 
calamity  would  buck 
$1  million.  But  it's 
just  such  major  mis- 
fortunes that  insurance  is  for. 

Last,  don't  expect  always 
to  beat  the  odds.  If  you  run 
up  a  huge  medical  tab  one 
year,  don't  automatically  re- 
treat to  a  fully  loaded  low-de- 
ductible plan.  The  savings 
come  over  years  to  smart 
risk-takers.  E.  S.  Ely 


area,  and  more  information  on 
choosing  an  adviser. 
■  CREDIT  CHECK.  Credit  agency 
TRW  has  just  made  it  easier 
for  you  to  interpret  your 
credit  report  with  a  new 
"plain  English"  format.  You 
can  obtain  a  free  copy  once  a 
year,  as  well  as  a  new  dis- 
pute form  in  case  you  spot 
any  inaccuracies,  by  calling 
TRW  consumer  assistance  at 
800  682-7654. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 
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Abercrombie  &  Fitch  70 

Abitibi-Price  18 

Advanced  Micro 
Devices  92 

A.  Gary  Shilling  26 

Airbus  60,  72 

Alaris  92 

Alaska  Airlines  76 

Alcatel  39,58 

Alliance  Capital 
Management  82 

American  Airlines  76 

American  Express  Bank  26 

American  International 
Group  82 

America  Online  48 

Americold  78 

Ann  Taylor  70 

Apple  Computer  92 

Arthur  Andersen  48,  54 

AT&T  38,58,69 
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Bally  74 

Banana  Republic  70 

Banco  Nazionale  del 
Lavoro  39 

Bass  74 

Best  Western  74 

Boeing  60,69,72 

Borland  International  90 

Brilliance  Chino 
Automotive  54 

Brown  Brothers 
Harriman  84 

Burnham  Securities  70 


Calgene  81 
Campbell  Soup  48 
Canon  54 

Carter  Hawley  Hale  110 

Casino  America  74 

Charles  Schwab  88 

Chase  Manhattan  110 

Chrysler  44,78,  110 

Circus  Circus  74 

Cisco  Systems  92 

Citicorp  86 

Colgate-Palmolive  10 

Colonial  Realty  48 

Columbia  Laboratories  88 

Compaq  Computer  92,  110 

CompuAdd  92 

Connecticut  Mutual  Life 
Insurance  87 

Cray  Research  110 

Cross  &  Trecker  42 


Cygne  Designs  70 
D 


Dotaquest  81,  90 
Dell  Computer  110 
Digital  Equipment  10,  92 
Dinamation  48 
Dodge  44 

Dominion  Capital  88 

Donaldson,  Lufkin  & 
Jenrette  82 

Dun  &  Bradstreet  26 

DuPont  78 


Eastman  Kodak  58,  92 

Electric  Boat  34 

Electrolux  78 

Electronic  Data 
Systems  110 

ElfAtochem  78 

Equitable  82,  84 
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Farmers  Group  82 
Federated  Department 
Stores  110 

First  National  Bank  of 
Chicago  26 

Fleishman-Hillard 
Scotchbrook  Asia  60 

Ford  110 

Forminco  94D 

Fuji-Xerox  92 

Fun  &  Food  Clam  Bar  34 


Garrison  Partners  88 
Gateway  2000  92 
GE  54 

General  Dynamics  72 
Giddings  &  Lewis  42 
GKH  Partners  84 
GM  44,95,  110 
Goldman  Sachs  90,  1 10 
Groupe  Axo  82 
Guardian  Industries  38 
Gulf  Canada  Resources  18 
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Harrah's  74 
Heinz  58 
Hilton  Hotels  74 
Hopewell  Holdings  54 
HSBC  Holdings  110 
Hughes  Aircraft  110 
Hughes  Avionics  92 


IBM  44,92 

ICI  Americas  78 

Imperial  Chemical 
Industries  78 


Intel  88,92 

ITT  Hartford  Life  87 


J.C.  Penney  110 
Johnson  &  Johnson  54,  88 
J.T.  Slocomb  34 


K.K.  Kokcro  48 
Kleinwort  Benson  95 
Knowlton  Bros.  88 


Levi  Strauss  54 
Louisiana-Pacific  110 
Lynd-Farquhar  42 
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Macy  (R.H.)  110 

MarkAir  76 

MasterCard  McDonnell 
Douglas  34,  60,  72 

McGraw-Hill  32 

Medical  Group 
Insurance  87 

Merrill  Lynch  70,  90 

Microsoft  90 

Midway  Airlines  51 

Mirage  Resorts  74 

MMS  International  32 

Morgan  Stanley  74,  90 

Motorola  58,  69 
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NBC  44 
NCR  92 
NEC  39,54 

New  England  Mutual  Life 
Insurance  84 

New  World 
Development  54 

Nike  54 

Northwest  Airlines  48 


OIS  Optical  Imaging 
Systems  38 

Olympia&York  18 
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Pacific  Securities  88 
Philip  Morris  110 
Philips  58 

Portland  Trail  Blazers  48 
President  Enterprises  54 
Primerica  10 
Promus  74 

Prudential  Insurance  82 


Quick  &  Reilly  88 


Ramada  74 
Ray  Dirks  Research  8i 
Reebok  54 
Reichmann  Internation 
RJR  Nabisco  44 
Rongsheng  Refrigerate 
Rudel  Machinery  42 
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Samsung  58 

Sanford  C.  Bernstein  I 

SCI  Systems  92 

Sequoia  Orange  40 

Shanghai  Airlines  60 

Shenyang  Medical 
Instrument  54 

Shougang  54 

Siemens  58 

Singapore  Airlines  60 

Smith  Barney  26 

Solectron  92 

Spectra-Physics  Lasers 

Standish  Industries  38 

Sun  Microsystems  92 

Sunkist  Growers  40 

Swiss  Bank  86 

Sybron  10 


Tandem  Computers  91 
Tandy  92 

Texas  Instruments  34, 
The  Gap  70 
The  Limited  70 
Toyotc  95 
Trump  74 

Tullett  &  Tokyo  Forex 
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United  Air  Lines  60,  1 

Universal  48 

UNUM  Life  Insurance 
87 

U.S.  Surgical  88 
V 


Vought  Aircraft  34 
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Warner-Lambert  88 

Waterhouse  Investors 
Services  88 

Wellfleet 
Communications  92 

Westinghouse  92 

Weyerhaeuser  110 

Wharf  (Holdings)  54 

Woolworth  110 

WordPerfect  90 

Wuhan  Iron  &  Steel  5 
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Xerox  38 


Yue  Yuen  Industrial  5 
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1  -week  change 
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STOCKS 

Latest 

Week 

52-week 

JONES  INDUSTRIALS 

3449.1 

1.0 

2.4 

ZE  COMPANIES  (S&P  MidCap  Index) 

164.1 

3.3 

13.0 

L  COMPANIES  (Russell  2000) 

227.7 

3.3 

14,4 

0MPANIES  (Russell  3000) 

254.7 

1  9 

8.4 

%  change  (local  currency) 

EION  STOCKS 

Latest 

Week 

52-week 

ON  (FINANCIAL  TIMES  100) 

2796.5 

0.0 

3.6 

3  (NIKKEI  INDEX) 

20,919.2 

2  3 

17.0 

NTO  (TSE  COMPOSITE) 

3788.9 

2.1 

12.7 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

2.95% 

2.98% 

3.69% 

30-YEAR  TREASURY  BOND  YIELD 

6.78% 

6.92% 

7.97% 

S&P  S00  DIVIDEND  YIELD 

2.81% 

2.85% 

2.96% 

S&P  S00  PRICE/EARNINGS  RATIO 

22.6 

22.0 

25.5 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

438.9 
62.2% 
0.38 
2.93 

438.1 
58.1% 
0.46 
3.06 

Positive 
Neutral 
Neutral 
Negative 

DUSTRY  GROUPS 
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R-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

UGS 

12  4 

-16.4 

PFIZER 

17  4 

-2.3 

69  Vi 

YS 

9.5 

18.4 

MATTEL 

12.1 

6.0 

24  <« 

>LD  MINING 

9.5 

38.4 

ECHO  BAY  MINES 

17.6 

27.7 

7  '/2 

T0M0BILES 

8.9 

24.3 

GENERAL  MOTORS 

10.9 

2.4 

41  7/s 

L  AND  GAS  DRILLING 

8.7 

45  2 

HELMERICH&  PAYNE 

8.9 

35.3 

32  Vs 

R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ETALS 

■8  4 

-1 1.9 

CYPRUS  MINERALS 

-21.7 

-1.0 

24  y8 

NERAL  MERCHANDISE 

-7.3 

6  9 

DAYTON  HUDSON 

-11.1 

17.4 

71 

UCKING 

-7.1 

-20  2 

ROADWAY  SERVICES 

-10.7 

-22.1 

58  ! 

ECIALTY  APPAREL  RETAILERS 

-6.9 

-5.2 

LIMITED 

-10.8 

-5.5 

21  % 

IFT  DRINKS 

-5.9 

-2.8 

PEPSICO 

-8.6 

2.1 

37 

UTUAL  FUNDS 


MORNINGSTAR  INC 


DERS 

week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

XINGT0N  STRATEGIC  INVESTMENTS 
HJITY  STRATEGIES 
M  INVESTMENT  GOLD 

19.7 
18.3 
13.8 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
STEADMAN  INVESTMENT 
SHERMAN  DEAN 

-8.1 
-7.6 
-7.5 

eek  total  return 

% 

52-week  total  return 

% 

ETLIFE-STATE  STREET  GLOBAL  ENERGY 
NANCIAL  STRATEGIC  GOLD 
DELITY  SELECT  AMERICAN  GOLD 

59.0 
47.6 
46.9 

PROGRESSIVE  AGGRESSIVE  GROWTH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 

-34.5 
-25.5 
-19.7 

■  S&P  500 

ek  total  return 


13    Average  fund 


52-week  total  return 


ELATIVE  PORTFOLIOS 


ar  amounts 
■esent  the  present 
>e  of  $10,000 
!sted  one  year  ago 
ach  portfolio 

:entages  indicate 
day  total  returns 


Foreign  stocks 
$12,529 

+  1.49% 


Treasury  bonds 
$12,419 

+  1.09% 


U.S.  stocks 
$10,964 

+  1.38% 


DATA  RESOURCES  INC 


Illl 


Gold 
$10,590 

+  1.98% 


Money  market  fund 
$10,247 

+0.05% 
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A  NEW  CHINA  POLICY  FOR  A  NEW  CHINA 


The  U.  S.  needs  a  China  Policy  for  the  1990s.  For  too 
long,  Washington  has  perceived  China  narrowly,  as  a 
card  to  be  played  against  the  Soviet  Union  during  the 
cold  war,  a  huge  foreign  market,  or,  since  the  Tiananmen 
Square  massacre,  a  violator  of  human  rights.  As  Congress 
debates  whether  to  curb  China's  Most  Favored  Nation  trade 
status  unless  Beijing  improves  those  rights,  Washington  con- 
tinues to  define  U.  S.-China  relations  in  constricted  terms. 

The  dramatic  changes  sweeping  through  China  today  au- 
gur well  for  a  broader,  more  sophisticated  American  foreign 
policy  for  the  world's  most  populous  nation.  China  is  build- 
ing a  new  kind  of  capitalism  that  is  boosting  economic  growth 
at  a  double-digit  clip,  propelling  the  country  into  Big  Power 
status. 

China-style  capitalism  is  revolutionizing  the  economy,  but 
change  will  come  slower  to  politics.  The  Communist  Party 
shows  no  signs  of  giving  up  power.  At  the  same  time,  local 
party  cadres  in  the  provinces  are  busily  transforming  them- 
selves into  prosperous  business  executives,  running  state- 
owned  but  market-oriented  companies.  Alongside  them,  a  pri- 
vate business  class  is  emerging.  If  political  change  is  to  come 
to  China,  they  would  be  the  vanguard. 

The  rise  of  Chinese  capitalism  offers  a  chance  for  the  U.  S. 
in  broaden  its  agenda  with  China  and  build  a  partnership 
that  deals  not  only  with  rights  but  also  with  trade,  invest- 
ment, regional  security,  and  arms  exports.  A  policy  that  com- 
bines political,  military,  and  economic  relations  is  now  pos- 
sible, and  the  Clinton  Administration  should  seize  the  day. 

For  their  part,  the  Chinese  want  access  to  U.  S.  markets 
for  their  exports  and  for  American  technology.  China  is  also 


desperate  to  get  into  the  General  Agreement  on  Tariffs 
Trade.  Mexico  was  able  to  put  1,000%  tariffs  on  Chinese 
ports  with  impunity  recently  because  China  is  outside 
GATT  circle. 

Instead  of  engaging  in  perennial  debates  over  MFN,  An 
ican  foreign  policy  toward  China  should  be  redrawn  al< 
the  following  lines: 

■  Guide  China  into  the  international  arena,  especially  G/ 
In  exchange,  the  U.  S.  should  pressure  Beijing  to  allow 
Red  Cross  access  to  political  prisoners,  press  for  releast 
specific  dissidents,  and  end  exports  of  prison-made  produ 

■  Make  contact  with  China's  new  political  leaders,  both 
Beijing  and  in  the  provinces.  Once  China's  old  men  in  B 
ing  pass  on,  the  U.  S.  would  be  well  placed  with  the  n 
generation. 

■  Muscle  China  to  balance  its  $18  billion  trade  deficit  w 
the  U.  S.  Beijing  should  comply  with  existing  agreement; 
expand  access  to  its  markets  and  sharply  boost  import; 
American  goods  and  services.  Washington  should  threa 
to  impose  stiff  tariffs  under  Section  301  of  U.  S.  trade  lai 
China  doesn't  act. 

■  Resume  military  contacts  with  the  People's  Liberat 
Army,  broken  off  after  Tiananmen  Square,  in  exchange 
restraint  on  the  export  of  Chinese  missiles  to  the  Middle  E 
and  other  hot  spots. 

Engaging  China  in  a  series  of  relationships  has  a  greE 
chance  of  expanding  American  economic  interests  and  m; 
taining  a  crucial  measure  of  political  influence  than  isolat 
the  awakening  giant.  This  is  one  opportunity  Washing 
should  not  waste. 


WASHINGTON  FIDDLES,  THE  ECONOMY  DRIFTS 


The  U.  S.  economy  is  wobbly  again.  It  shot  out  of  1992 
only  to  lose  momentum  and  falter  in  the  first  four 
months  of  1993.  The  latest  reading  of  the  leading  indi- 
cators shows  a  drop  of  1%  in  March,  the  worst  decline  since 
November,  1990,  when  the  country  was  in  recession.  The  con- 
ventional explanation  among  economists  is  the  Blizzard  of  '93. 
But  there  is  no  way  for  bad  weather  to  explain  what  hap- 
pened in  April,  when  the  National  Association  of  Purchasing 
Management  index  dropped  sharply  to  49.7%  from  53.4%,  and 
corporate  layoffs  rose  3.6%.  Despite  stronger  auto  sales,  the 
second  quarter  may  not  turn  out  to  be  much  better  than  the 
first,  which  grew  at  a  tepid  1.8%  rate. 

We  believe  Washington  has  a  lot  to  do  with  this  big  chill. 
There  is  uncertainty  in  the  economy  because  there  is  un- 
certainty on  the  Potomac.  Business  and  consumers  are  con- 
fused by  the  trial  balloons,  leaks,  and  policy  zigzags  out  of 
Washington  almost  daily.  Most  disturbing  is  the  static  over 
new  taxes.  The  deficit-reduction  package,  once  a  sure  thing, 
now  looks  shaky.  The  Republicans,  fresh  from  their  eviscer- 
ation of  the  President's  stimulus  plan,  are  making  noises 


about  refusing  to  agree  to  any  new  taxes  to  cut  the  defi 
It's  no  wonder  that  people  and  corporations  are  confm 
and  are  dialing  back  their  spending  and  investments.  Bv 
era  gridlock  threatens  just  when  the  country  desperately  n€; 
a  sense  of  direction.  If  this  continues,  any  kind  of  econo; 
or  political  shock  could  send  the  economy  into  quadruple-) 
The  uncertainty  in  Washington  must  end  quickly  if  the 
covery  is  to  regain  its  footing.  Above  all,  the  sparring 
tween  Democrats  and  Republicans  over  taxes  and  spenc 
in  the  deficit  program  should  be  settled  in  weeks,  not  mon 
Bill  Clinton  should  make  it  clear  that  he  is  willing  to  acc 
congressional  changes  in  his  plan  that  shift  a  significant  s 
from  new  tax  hikes  to  new  spending  cuts.  And  if  cuts  | 
made,  Republicans  must  agree  to  higher  taxes— if  not  coil 
rate  taxes,  then  certainly  consumption,  such  as  energy. 

The  Administration  must  also  face  reality  on  the  cosl 
health-care  reform.  A  bare-bones  plan  that  costs  about  I 
billion  and  is  financed  mostly  through  sin  taxes  can  fly.  0 
gress  and  the  voting  public  aren't  going  to  accept  much 
Clarity  and  pragmatism  are  the  order  of  the  day. 
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When  it  comes  to  reliable  service  to  Europe, 
you  could  say  we've  got  it  covered. 


At  Lufthansa,  we're  glad  that  you're  seeing  so 
many  spots  before  your  eyes.  Because  we  now 
serve  over  100  European  destinations.  Many  of 
which  we  fly  to  several  times  a  day.  And  have 
been  flying  to  for  a  long  time.  We  even  have 
offices  in  35  cities  we  don't  fly  to.  So  no  matter 
where  you  want  to  go  in  Europe,  you  can  count 
on  Lufthansa's  quality  service  to  get  you  there. 
And  you  can  count  on  our  passion  for  perfection 
to  get  you  there  in  style.  For  more  information  or 
reservations  just  call  Lufthansa  at 
1-800-645-3880,  or  see  your  Travel  Agent 


A  passion  for  perfection! 


Lufthansa 


Schedule  sub|ecl  to  change  without  notice 
Lufthansa  is  a  participant  in  the  mileage 
programs  ol  United  Delta  and  USAir 


If  your  business  depends  on  its  800  service         handling  all  your  HOC)  calls,  even  for  a  few  mi 
to  do  business,  that  could  lead  to  a  lot  of  sleepless       utes.  you  could  be  out  of  business, 
nights.  Because  if  something  prevents  you  from  If  you  lose  calls  for  just  three  minutes  am 


NIVERSITIES 


FLUNKING 
FINANCE  101 


I D  AA  NEW  STRATEGY  QP  f\ Q|  C  ►  LAURA  TYSON 
IDIYI  FOR  MULTIMEDIA  rCvrLC  ►LESLIE  WEXNER 


JESS  WEEK 
May 


^thing  you  knew 
:an  luxury  cars. 


■3 


you  were  expecting  another  "land  yacht"  floating  down  the  highway,  hold  on 
your  tufted  velour  seat.  Here  comes  the  totally  new  Chrysler  New  Yorker.  And 
ie  Chrysler  LHS  personal  sports  sedan.  We  started  with  the  New  Yorker's 

vard-winning  "cab  forward"  design,  which  maximizes  interior  room  while 

( 

ving  the  car  a  wide  track  for  precise  handling.  Then  we  added  four-wheel 
dependent  suspension  and  an  engine  that  delivers  more  horsepower  than  a 
MW  535i.  The  result?  A  six-passenger  luxury  car  that  stays  reassuringly  stable  in 
ght  turns.  It's  also  reassuring  to  know  that  dual  air  bags  and  anti-lock  four  wheel 
isc  brakes  are  standard.  If  you'd  like  your  driving  excitement  turned  up  a  notch 
r  two,  there's  the  24 -valve,  214  horsepower  Chrysler  LHS.  The  LHS  rides  on  a 
mring  suspension  and  16"  aluminum  wheels.  You  ride  on  premium  leather- 
immed  bucket  seats.  A  power  moonroof,  automatic  temperature  control,  and 
.-speaker  sound  system  are  all  standard.  Ladies  and  gentlemen,  the  American 
lxury  car  is  now  in  the  fast  lane.  Call  l-800-4A-CHRYSLERfor  more  information. 


wide  selection  of  healthy,  contemporary  meals,  prepared  daily  from  the  freshest  ingredients,  Delta  offers  a  new,  unsurpassed  North  American  First  Class 
,  featuring  wines  selected  by  Anthony  Dias  Blue.  From  Delta,  we  wish  you  bon  voyage  and  bon  appetit.  Call  your  Travel  Agent  or  Delta  at  1-800-221-1212. 
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I  :i  I H I  fl  ITT* 


PRODUCTION 

Change  from  last  week:  -0.3% 
Change  from  lost  year:  3.3% 

190  


1967=100  (four-week  moving  average} 


May  1 
184.3 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  3.8% 
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The  production  index  decreased  during  the  week  ended  May  1  .  On 
seasonally  adjusted  basis,  output  of  autos,  trucks,  electric  power,  coal,  and  paper 
declined.  Lumber  and  paperboard  production,  as  well  as  rail-freight  traffic,  increased. 
Steel  and  crude-oil  refining  output  were  flat  Before  calculation  of  the  four-week 
moving  average,  the  index  dropped  to  1 84  1  from  184  4  The  index  for  April  fell  to 
185  from  185  1  in  March. 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc 


The   leading   index   increased  only  slightly  during  the  week  ended  May 
Improved  growth  rates  for  M2  and  real  estate  loans  offset  the  negative  signs 
lower  stock  prices,  higher  bond  yields,  a  gain  in  the  number  of  business  failure 
and  falling  materials  prices.  Before  calculation  of  the  four-week  moving  average,  tl 
index  rose  to  220  4  from  219.5.  For  the  month  of  April,  the  index  rose  to  220 
from  220.1  in  March. 

Leading  index  copyright  1  993  by  Center  lor  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  |5/8)thous.  of  net  tons 

1,805 

1,824# 

-0.2 

AUTOS  (5/8)  units 

133,1 15 

138,748r# 

-1.6 

TRUCKS  (5/8)  units 

107,093 

102,661r# 

22.7 

ELECTRIC  POWER  (5/8)  millions  of  kilowatt-hours 

52,436 

51,728# 

1.2 

CRUDE-OIL  REFINING  (5/8)  thous.  of  bbl./day 

13,685 

13,647# 

4  0 

COAL  (5/1 )  thous.  of  net  tons 

1 8,291  # 

18,732 

-0.1 

PAPERBOARD  (5/1)  thous  of  tons 

800. 5# 

785. 6r 

-0.8 

PAPER  (5/1)  thous  of  tons 

785.0# 

788  Or 

-0.4 

LUMBER  (5/1)  millions  of  ft. 

466.9# 

463  6 

-7.1 

RAIL  FREIGHT  (5/1)  billions  of  ton-miles 

21  511 

21  3 

4.9 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPAV,  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/12) 

1  12 

110 

131 

GERMAN  MARK  (5/12) 

1.61 

1  58 

1.62 

BRITISH  POUND  (5/12) 

1.54 

1  57 

1.82 

FRENCH  FRANC  (5/12) 

5.43 

5.32 

5.44 

CANADIAN  DOLLAR  (5/12) 

1  27 

1.28 

1.21 

SWISS  FRANC  (5/12) 

1.46 

1  42 

1  49 

MEXICAN  PESO  (5/12)1 

3  113 

3  095 

3  087 

Sources:  Major  New  York  banks  Currencies  expresse 
pound  expressed  in  dollars 

d  in  units  per  U  S 

dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (5/12)S/troyoz. 

356.200 

354  250 

6  3 

STEEL  SCRAP  (5/ll)#l  heavy,  $/ton 

106.50 

106.50 

15.8 

FOODSTUFFS  (5/ll)  index,  1967=100 

205  4 

205.0 

1.5 

COPPER  (5/8)  </lb 

89.0 

89  3 

-14.5 

ALUMINUM  (5/8)  c/lb. 

52  3 

52.0 

-13.0 

WHEAT  (5/8)  #2  hard,  S/bu. 

3  32 

?  3  7 

-17.4 

COTTON  (5/8)  strict  low  middling  1-1/16  in.,  C/lb 

57  30 

56.03 

2.8 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Meta/s 
Week,  Kansas  City  market,  Memphis  market 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Cha 
year 

STOCK  PRICES  (5/7)S&P500 

443  32 

437  73 

CORPORATE  BOND  YIELD,  Aoa  (5/7) 

7.37% 

7.40% 

-1 

INDUSTRIAL  MATERIALS  PRICES  (5/7) 

96  6 

97.2 

BUSINESS  FAILURES  (4/30) 

431 

403r 

REAL  ESTATE  LOANS  (4/28)  billions 

$395  9 

$394.4r 

MONEY  SUPPLY,  M2  (4/26)  billions 

$3,436  2 

$3,434.8r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/24)  thous. 

346 

356 

-1 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Com 
street  (failures  of  large  companies),  Federal  Reserve  Boa 
data  on  business  failures  and  real  estate  loans 

merce  (index:  1980=100),  Dun  &  B 
d,  Labor  Dept  CIBCR  seasonally  ad 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Cha 
year 

BUSINESS  WEEK  PRODUCTION  INDEX  (Apr ) 

185.0 

185.1 

BUSINESS  WEEK  LEADING  INDEX  (Apr ) 

220.3 

220.  lr 

EMPLOYMENT,  CIVILIAN  [Apr )  millions 

1 18.4 

1 18.6 

UNEMPLOYMENT  RATE,  CIVILIAN  (Apr ) 

7.0% 

7.0% 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Cha 
year 

MONEY  SUPPLY,  Ml  (4/26) 

$1,040.0 

$l,038.6r 

1 

BANKS'  BUSINESS  LOANS  (4/28) 

275  8 

275  2r 

FREE  RESERVES  (4/28) 

1,326 

817r 

2 

N0NFINANCIAL  COMMERCIAL  PAPER  (4/28) 

156.9 

157.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

•vhich  are  expressed  f( 

MONEY  MARKET  RATES 

Latest 
week 

Week 
.39... 

Y 

1 

FEDERAL  FUNDS  (5/1 1) 

2.98% 

2.94% 

3  8 

PRIME  (5/12) 

6.00 

6.00 

6.5 

COMMERCIAL  PAPER  3-MONTH  (5/11) 

3.09 

3  12 

3.8 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/11) 

3.06 

3  08 

3.7 

EURODOLLAR  3-MONTH  (5/8) 

3  06 

3  06 

3  8 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA- Not  available     r= revised     NM  =  Not  meaningful 
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"When  I  wanted  to  expand 
into  foreign  markets,  I  needed  a  bank 
that  spoke  the  language." 

Todd  Figi,  President 
Figi  Graphics 


"I  wanted  my  own  business  so  badly  I 
started  out  selling  candles  from  a  van. 

Over  the  next  several  years,  my  company 
increased  distribution,  diversified  into  wall 
art  and  expanded  through- 
out the  U.S.  But  we  knew 
that  our  real  growth  would 


COMMERCIAL  BANKING 


come  from  the  international  market.  So  we 
needed  a  bank  that  could  not  only  take  care 
of  us  here  at  home,  but  overseas  as  well. 

That's  why  we  switched  to  Bank  of  America. 

They  provided  us  with  the  letters  of  credit 
we  needed  to  begin  importing  from  around 
the  world.  Aid  international  banking  services 


that  let  my  company  manufacture  products  in 
Indonesia  and  export  to  anywhere  in  Europe. 
But  best  of  all,  BofAs  international  presence 
lets  me  handle  these  transactions  in  all  42 
countries  where  we  do 
business  with  a  phone  call 
to  my  bankers  Bob  and 


Gordon  right  here  in  San  Diego. 

The  way  I  see  it,  I  may  have  opened  my 
company,  but  it  was  Bank  of  America  that 
opened  my  company  to  the  world." 

Banking  on  America'" 


Bank  of  America 


1993  Bank  of  America  NT&SA  Member  FDIC 


6A-CA 


"Compustat  PC  Plus.**  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12.000  U.S.  companies.  Add  word-for-word  annual 
reports.  lOK's.  lOQ's  and  proxies  for  New  York  and  .American  Stock  Exchange 
companies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now.  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


SB-CA 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


6C-CA 


It's  taken  politicians  ten  years  to  confront 
the  AIDS  epidemic. 


What  Yog  DoTolw 
Helps  Shape  Your  Tomorrow 


■MQH 


A  Prudent  Choice  When 
Contemplating  Your 
Investment  Horizons 


The  Legg  Mason  Special  Investment  Trust  is 
an  exceptional  common  stock  fund  that  seeks 
capital  appreciation  through  investment  in  care- 
fully chosen  smaller  companies.  And  that's 
exactly  what  it's  achieved  too  -  with  no  front  end 
sales  charges  or  redemption  fees* 

In  fact,  it's  the  only  small  company  growth 
fund  to  beat  the  S&P  500  in  each  of  the  past 
five  years.**  That's  five  years  in  a  row!  For  a 
prospectus  containing  complete  information, 
including  charges  and  expenses,  call  1  -800- 
822-5544  toll-free  or  contact  your 
Legg  Mason  Investment  Executive.    (  ) 
We  think  you'll  like  what  you  see.  "lkj^^7§ 

Special  Investment  Trust  11     L I 
ADDING  VALUE     l^VY  1 
TO  YOUR  FUTURE 

LEGG  MASON  WOOD  WALKER  1 NC  I  Pflfl 

Member  New  York  Slock  Exchange  •  .  Ao^St? 

Member  SI  PC  MAbUIN 

An  Investment  Tradition  Since  1899  I 


SPECIAL  INVESTMENT  TRUST 


THE  FUND'S  TOTAL  RETURN 
AS  OF  MARCH  31, 1993 


ONE  YEAR 

.1/31/92  -  3/31/93 


FIVE  YEAR 

3/31/88  -  3/31/93 


LIFE  OF  FUND 

12/30/85-  3/31/93 


CUMULATIVE  AVERAGE  ANNUAL 
TOTAL  RETURNS     TOTAL  RETURNS 


10.50* 


118.20* 


144.82* 


10.50* 


16.89* 


13.14* 


The  returns  shown  are  based  on  historical  results  and  are  not 
intended  to  indicate  future  performance.  Calculations  include 
reinvestment  of  all  capital  gains  and  dividends  The  invest- 
ment return  and  principal  value  of  the  fund  will  fluctuate  so 
that  an  investor's  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  original  cost.  Please  read  the  prospectus 
carefully  before  investing  or  sending  any  money.  'The 
Fund  pays  an  asset-based  distribution  fee.  "The  Standard 
and  Poors  500  Stock  Price  Index  (S&P  500)  is  an  unmanaged 
group  of  securities  often  taken  as  representative  of  the  stock  <> 
market  as  a  whole.  Performance  results  of  the  S&P  500  reflect 
a  reinvestment  of  dividends.  Adviser  absorbed  a  portion  of  • 
fund  expenses  in  fiscal  years  1 986  to  1 989. 


en  8  gardeners 
quit  and  immediately 
filed  workers'  comp 


claims,  we  thought  it 
was  worth  digging 
around  a  little. 


To  the  trained  eyes  of  our  State  Fund 
adjusters,  the  workers'  comp  claims 
of  eight  disgruntled  gardeners  all  looked 
dubious.  Especially  since  the  workers  were  using  the  same  lawyer  and  medical  mill,  and 
claiming  suspiciously  similar  "injuries."  So  we  weren't  surprised  when  our  investigation  failed 
to  unearth  any  bona  fide  ailments— unless  you  counted  the  chips  on  the  gardeners'  shoulders. 

By  aggressively  challenging  the  claims  before  the  Workers'  Comp  Appeals  Board,  we 
were  able  to  get  all  eight  of  them  thrown  out— at  a  savings  of  almost  $100,000.  Since  then, 
we've  passed  our  findings  along  to  the  local  district  attorney  for  possible  prosecution  of  the 
individuals  involved. 

Unusual?  Not  for  State  Fund.  Our  entire  network  of  adjusters  and  investigators  is 
committed  to  weeding  out  dishonest  claims,  whether  they're  abuses  of  the  STATE 
system  or  out-and-out  fraud.  To  get  the  full  scoop  on  the  gardeners— and     f° t pJr  aan  c  e 
find  out  more  about  preventing  fraud  in  your  workplace— give  us  a  call.  FUND 


State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 


6F-CA 
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AIRLINE  REGULATION: 

IS  KUTTNER  Off  COURSE?  

Robert  Kuttner's  column  "Flying  in 
the  face  of  reason:  Why  the  skies 
need  reregulating"  (Economic  Viewpoint, 
May  3)  was  basically  a  rehash  of  the 
stale  philosophy  that  Kuttner  has  been 
espousing.  What  Kuttner  fails  to  recog- 
nize, however,  is  that  deregulation  has 
brought  enormous  benefits  to  the  trav- 
eling public.  In  the  14  years  since  the 
airlines  were  deregulated,  passenger 
traffic  has  grown  more  than  70%,  and 
cargo  traffic  has  nearly  doubled.  Indus- 
try revenue  has  nearly  tripled,  from  $27 
billion  in  1979  to  nearly  $77  billion  in 
1992.  Employment  has  grown  from 
340,000  in  1979  to  more  than  530,000  to- 
day. And  despite  the  current  state  of 
the  airlines,  their  growth  has  created 
hundreds  of  thousands  of  jobs  in  air- 
craft manufacturing,  airport  develop- 
ment, aviation  suppliers,  and  travel  and 
tourism. 

What  Kuttner  advocates  by  calling 
for  reregulation  is  a  fare  increase  for 
most  travelers  so  that  he  will  not  have 
to  pay  as  much  when  he  wants  to  fly 
during  peak  travel  times.  The  vast  ma- 
jority of  Americans  would  be  the  los- 
ers, because  communities  would  lose  ser- 
vice, airports  would  be  underutilized, 
jobs  would  be  lost,  and  airfares  would 
go  up. 

James  E.  Landry 
President 
Air  Transport  Assn. 

Washington 

Robert  Kuttner  expresses  irritation 
because  "all  airlines"  charge  him  a 
$6(52.50  [round-trip]  coach  fare  between 
Boston  and  Washington,  with  big  reduc- 
tions only  if  he  stays  over  Saturday 
night.  Evidently,  Kuttner's  time  is  so 
valuable  that  he  can't  bother  to  shop 
around. 

He  could  fly  round-trip  with  no  re- 
strictions between  Boston  and  Washing- 
ton on  Continental  Airlines  Inc.  or  Delta 
Air  Lines  Inc.  and  pay  only  $400.50.  A 
roomette  on  Amtrak's  Night  Owl  would 
bring  him  to  the  central  city  in  relaxed 
comfort  in  the  morning  and  save  $400. 
He  will  consider  Amtrak,  however,  only 


if  he  saves  $600.  But  if  he  doesn't  vote 
with  his  dollars,  how  can  he  justify  his 
complaint? 

Joel  B.  Dirlam 
Kingston,  R.  I. 

THERE'S  NOTHING  WRONG 
WITH  THE  SEC'S  'CIRCULATION' 

Your  article  on  the  Securities  &  Ex- 
change Commission,  "Will  new  blood 
improve  the  SEC's  circulation?"  (Finance, 
May  10),  replays  old  and  discredited  alle- 
gations. While  delays  in  decisions  on  ad- 
ministrative cases  have  been  a  problem 
for  more  than  a  decade,  you  barely  note 
the  most  significant  point:  Delays  have 
been  largely  eliminated  since  I  created  a 
task  force  to  tackle  the  problem  and 
beefed  up  staff.  In  fiscal  1990,  we  is- 
sued 18  opinions;  in  1992,  48  opinions. 
You  state  that  the  "backlog"  of  cases  is 
rising  but  don't  mention  that's  because 
we  are  bringing  46%  more  administra- 
tive cases  per  year  than  when  I  became 
chairman  (paralleling  a  nearly  200%  rise 
in  securities  financings  we  oversee). 

You  note  that  the  average  time  for 
deciding  appeals  in  1992  doubled  from 
1988.  But  you  do  not  mention  that  this 
resulted  entirely  from  clearing  the  back- 
log of  old  cases  I  inherited— including 
three  of  the  four  cited  in  your  article. 

Judging  from  the  stale  reporting, 
superficial  analysis,  and  blatant  slant  of 
your  article,  one  cannot  but  wonder 
whether,  for  those  readers  interested  in 
serious  reporting  of  business  and  finan- 
cial news,  a  more  important  question 
than  the  one  posed  in  the  title  to  your 
article  would  be  "Will  new  blood  im- 
prove BUSINESS  week's  circulation?" 

Richard  C.  Breeden,  Chairman 
Securities  &  Exchange  Commission 
Washington 

Editor's  note:  Breeden  declined  comment 
when  the  story  was  written. 

DEFAULT  RATES  AREN'T  THE  WAY 
TO  DETERMINE  BIAS  IN  BOSTON 

Gary  Becker  criticizes  the  Federal 
Reserve  Bank  of  Boston's  study 
showing  that  minority  mortgage  appli- 
cants are  more  likely  to  be  turned  down 
than  whites  ("The  evidence  against 
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^^ust  when  you  were  beginning  to  understand  the  old  definition  of  networking,  there's  a  new  one 
In  a  world  where  lots  of  vendors  have  figured  out  how  to  network  their  own  products,  only  Novel 
has  spent  the  last  ten  years  uniting  products  from  different  vendors  into  one  seamless  informatioi 


■stem... from  desktops  to  data  centers.  The  difference?  With  NetWare,  networking  means  choosing 
le  hardware  and  applications  you  want.  Period.  Chalk  ii  up  to  yet  another  change  for  the  better. 
I  NOV  E  L  Ls    The  Past,  Present,  and  Future  of  Network  Computing.  ►   i  soo  554  4446 


CORRECTIONS  &  CLARIFICATIONS 

"Why  insurance  rates  have  lost  their 
old  bounce"  (Finance,  May  10)  errone- 
ously referred  to  American  Interna- 
tional Group  Inc.  as  American  Insu- 
rance Group  Inc. 

"What  do  Japanese  CEOs  really  make?" 
(Cover  Story,  Apr.  26)  should  have 
identified  the  president  of  Nippon  Tele- 
graph &  Telephone  Corp.  as  Masashi 
Ko.jima. 

"The  comeback  kid  or  backlash  Bill?" 
(Washington  Outlook,  May  17)  gave 
the  wrong  title  for  Joan  Baggett.  She 
is  the  deputy  White  House  political 
director. 


banks  doesn't  prove  bias,"  Economic 
Viewpoint,  Apr.  19).  As  Becker  acknowl- 
edges, the  study  considered  each  appli- 
cant's credit  history,  including  past  de- 
faults. But  he  faults  the  study  for  failing 
to  examine  the  default  rates  and  profit- 
ability of  loans  to  minority  and  white 
borrowers. 

The  argument  that  discrimination 
would  lie  indicated  by  lower  average 


default  rates  for  minority  borrowers  de- 
pends on  three  assumptions:  (1)  Lenders 
are  good  predictors  of  default;  (2)  dis- 
crimination requires  minority  applicants 
to  meet  a  higher  standard  of  credit- 
worthiness; and  (3)  the  distribution  of 
economic  characteristics  among  white 
and  minority  borrowers  is  similar 
enough  that  setting  a  higher  hurdle  for 
minorities  results  in  a  pool  of  accepted 
minority  applicants  who  are  less  likely 
than  accepted  whites  to  default. 

Whatever  one's  views  about  the  first 
two  assumptions,  the  third  is  invalid  for' 
applicants  in  Boston,  and  probably  else- 
where. The  pool  of  accepted  white  appli- 
cants had  a  larger  fraction  with  very 
low  obligation  and  loan-to-value  ratios 
relative  to  successful  minority  applicants. 
The  data  suggest  that  minority  borrow- 
ers may  be  concentrated  just  above 
their  relatively  higher  acceptance  thresh- 
old, while  the  group  of  white  applicants 
who  clear  their  threshold  includes  a  larg- 
er proportion  at  the  upper  end  of  the 
creditworthiness  spectrum.  Such  a  dis- 
parity means  the  whites  as  a  group 
could  show  a  lower  default  rate,  despite 
a  lower  threshold  for  acceptance. 

As  a  final  point,  the  similarity  in  fore- 
closures in  Boston  provides  little  insight. 


since  many  minorities  purchase  hous 
in  predominantly  white  neighborhoo 
and  whites  also  buy  in  minority  area: 
Lynn  E.  Brow 
Acting  Director  of  Resear 
Federal  Reserve  Bank  of  Bost 
Bost 

NESTLE  S  STAKE  IN  L'OREAL 

ISN'T  L'OREAl  MANAGERS'  CONCERI 

In  "Nestle:  A  giant  in  a  hurry"  (1 
Corporation,  Mar.  22),  you  give  a  rr 
leading  impression  of  L'Oreal's  attitu 
toward  shareholders.  Chairman  Lands 
Owen-Jones  has  never  shown  the  le; 
"opposition"  to  a  potential  majori 
shareholding  in  the  company  by  Nest 
Indeed,  he  has  consistently  stated  tl 
executives  should  manage  and  not  int 
fere  in  the  separate  domain  of  stoi 
holder  intentions  or  actions. 

Jean-Pierre  Valerii 
Managing  Director,  Communicatic 
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Letters  to  the  Editor  should  be  sent  to  Readers  Rep 
Business  Week,  1221  Avenue  of  the  Americas,  Is 
York,  N.  Y  10020.  Fax  (212)  512-4464.  All  let 
must  include  an  address  and  daytime  and  evening  I 
phone  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


It  Takes  A  Global  Citizen 
To  Understand  A 
Global  Market. 

THUNDERBIRD 

The  American  Graduate  School  Of 
International  Management 

As  business  responds  to  a  global  economy,  the 
demand  for  THUNDERBIRD  graduates  is  booming. 
Through  superior  business  .skills,  multilingual  abilities 
and  cultural  sensitivity,  they  are  able  to  see  borders  as 
opportunities  rather  than  barriers. 

The  THUNDERBIRD  graduate  is  a  <  Ilobal  Citizen, 
and  a  product  of  the  .school's  t"  years  of  experience 
in  global  management  education.  More  than  25,000 
THUNDERBIRDS  work  in  over  9000  organizations 
and  netw  ork  among  each  other  in  133  countries. 


Hiring  a  THUNDERBIRD  graduate,  a  company 
has  person-to-person  entry  and  accessibility  to  world 
markets.  THUNDERBIRD'S  network 
will  move  you  from  a  defensive 
position  to  the  cutting  edge  of 
success  in  global  business. 

We  have  been  teaching 
globalization  w  hile  others  have 
been  asking  w  hy. 


THUNDERBIRD 


THE  AITHORITY 
ON  GLOBAL  EDI  (  Mil  IN 


( )ffice  of  Information  and  Communication  •  152  V  North  59th  Avenue  •  Glendale,  Arizona  85306  •  602-978-7114  •  Fax:  602-978-8238 
French  Geneva  Campus  •  74160  Archamps  •  France  •  Tel  (33)  50-43-68-20 
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To  build  the  country's  best 
educated  work  force,  you 
have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  21st 
century,  you're  going  to  have  to 
know  tlie  language.  And  the  language 
won't  always  be  English. 

That's  why  the  public  school  system 
in  Fairfax  Count)  unci's  language 
immersion  programs  in  Japanese, 
Spanish  and  French.  The  goal  is  to 
make  students  fluent  by  junior  high. 
And  by  adulthood,  more  competi- 
tive in  world  trade. 

Forward  thinking  programs  like 
these  are  why  the  tenth  largest 


public  school  system  in  the  nation  is 
also  one  of  the  nation's  best.  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  often 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20.000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 


Please  s 
businesi 
Name_ 

Title  _ 


Company 

Idclress  

City  

Zip  


nd  me  more  informati 
in  Fairfax  County. 


i/i  mt  locating  m\ 


Phone. 


Fairfax  County  Economic  Development  Authority 
SiO/i  Boone  Boulevard,  Suite  430,  I  ienna,  I  irginia  22tx2  1 
Telephone  701  790-0600,  Fax  703-893-1269  bu  j  ' 
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Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 
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REENGINEERING  THE  CORPORATION:  A  MANIFESTO  FOR  BUSINESS  REVOLUTION 

By  Michael  Hammer  and  James  Champy 
HarperBusiness  •  223pp  •  $25.00 

REENGINEERING:  BEYOND 
THE  BUZZWORD 


T 


Every  month,  our  senior  management 
goes  to  some  seminar  and  comes  home 
with  a  new  religion.  We  just  hold  our 
breath  until  they  get  over  it. 

—Unidentified  manager,  quoted  in 
Reengineering  the  Corporation 

ere's  one  idea  that's  going  to  last 
a  lot  longer  than  yon  can  hold 
your  breath:  reengineering.  It's 
the  hottest  management  concept  since 
the  quality  movement.  It  has  made  for- 
mer MIT  computer  science  professor 
Michael  Hammer,  who  coined  the  term, 
a  highly  sought-after 
guru.  And  it  has  pro- 
pelled Cambridge  (Mass.)- 
based  CSC/Index  Inc., 
which  conceived  the  ap- 
proach with  Hammer,  to 
the  forefront  of  the  con- 
sulting business.  Thou- 
sands of  managers  flock 
to  Hammer's  seminars  an- 
nually, while  CSC/Index 
expects  its  revenues  to 
hit  $150  million  this  year, 
up  from  only  $28  million 
five  years  ago. 

Already,  a  number  of 
books  on  the  subject  are 
tumbling  out,  from  Pro- 
cess Innovation:  Reengi- 
neering Work  through  In- 
formation Technology 
(Harvard  Business  School  Press)  to  the 
forthcoming  Business  Process  Reengi- 
neering: Breakpoint  Strategies  for  Market 
I  luminance  (John  Wiley  &  Sons).  But 
the  first  one  you  should  spend  your  time 
and  money  on  is  the  work  of  reengi- 
neering's  originators— Hammer  and 
CSC/Index  Chairman  James  Champy. 

Indeed,  in  writing  Reengineering  the 
Corporation,  Hammer  and  Champy  have 
done  some  badly  needed  reengineering 
of  the  business  book  genre.  For  one 
thing,  their  book,  at  a  digestible  223 
pages,  is  succinct.  For  another,  it  offers 
both  big-think  and  nuts  and  bolts:  It 
lays  out  the  reasons  reengineering  is 
important,  and  it  provides  the  how-to 
information  demanded  by  practicing 
managers.  What's  more,  Hammer  and 
Champy  make  what  could  be  a  prosaic 
topic  interesting.  Reengineering  may  well 
be  the  best-written,  most  well-reasoned 
business  book  for  the  managerial  masses 


since  Tom  Peters  and  Robert  Water- 
man's In  Search  of  Excellence. 

Just  what  is  this  idea  that  has  Cor- 
porate America  feverishly  buzzing,  and 
why  has  it  taken  hold?  While  some  skep- 
tics claim  that  reengineering  is  little 
more  than  a  euphemism  for  laying  peo- 
ple off,  the  authors  define  the  term  as 
"the  fundamental  rethinking  and  radical 
redesign  of  business  processes  to  achieve 
dramatic  improvements  in  critical,  con- 
temporary measures  of  performance, 
such  as  cost,  quality,  service,  and  speed." 
The  creative  use  of  information  technol- 


he  management 
concept  means  starting 
over  from  scratch, 
using  new  thinking  that 
reorganizes  work 
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ogy  is  essential,  not  to  merely  comput- 
erize tasks  but  to  start  from  scratch, 
discarding  traditions  and  reinventing  the 
way  work  is  organized. 

A  central  idea  behind  reengineering  is 
that  most  work  in  companies  is  orga- 
nized inefficiently,  around  specialists  em- 
ployed in  what  Hammer  and  Champy 
call  "functional  silos,"  such  as  accounting 
oi-  marketing.  "Everyone  involved  in  a 
process  looks  inward  toward  their  de- 
partment and  upward  toward  their  boss, 
but  no  one  looks  outward  toward  the 
customer,"  argue  the  authors. 

That  explains  why  it  used  to  take  IBM 
Credit  Corp.,  the  Big  Blue  unit  that  ar- 
ranges financing  for  the  company's  com- 
puters, six  full  days  to  approve  a  loan 
application— even  though  the  actual  work 
consumed  only  90  minutes.  Documents 
used  to  move  from  one  specialist  to  an- 
other. Now,  a  single  person  handles  a 
request  from  beginning  to  end.  Reengi- 


neering slashed  turnaround  time  to  ji 
four  hours  and  the  number  of  personr 
involved  was  reduced. 

Surprisingly,  Hammer  and  Cham 
concede  that  7  out  of  10  reengineeri 
efforts  "fail  to  achieve  any  results"— r 
the  sort  of  success  rate  you'd  thi: 
would  inspire  so  much  interest.  The  r< 
son  managers  continue  to  jump  on  t 
bandwagon  is  that  when  reengineeri 
does  work,  the  results  are  so  remai 
able.  Successful  reengineering  effoi 
produce  "quantum  leaps  in  performanc 
as  Champy  and  Hammer  put  it,  not  1( 
or  20%  gains. 

Most  reengineering  efforts  fail,  t 
authors  say,  because  people  resist  the 
"Getting  people  to  accept  the  idea  th 
their  work  lives— their  jobs— will  undi 
go  radical  change  is  not  a  war  won  ir 
single  battle,"  they  acknowledge.  "It 
an  educational  and  propaganda  campai 
that  runs  from  reengineering's  start 
its  finish."  Companies  that  have  si 
ceeded  are  those  th 
have  made  compelling  ; 
guments  for  change. 

Among  the  many  € 
amples  Hammer  a 
Champy  cite  are  detail 
case  studies  delivered 
the  words  of  the  uie 
agers  who  led  maj 
reengineering  campaig 
at  Hallmark  Cards,  Ta 
Bell,  Capital  Holding,  a 
Bell  Atlantic.  These  i 
forts  are  described 
vivid,  sometimes  evang 
ical  terms.  Hallma 
Cards  Inc.  dubbed  : 
transformation  "The  Joi 
ney."  Before  reengine< 
ing,  it  took  Hallmark  ti 
to  three  years  to  get 
line  of  greeting  cards  from  concept 
market.  It  discovered  that  during  90% 
that  time,  work  sat  in  someone's  in- 
out-basket.  From  the  time  a  conce 
was  given  to  Hallmark's  creative  staff 
when  the  product  hit  the  printing  c 
partment,  work  was  handed  off  25  timi 
To  cut  down  on  wasted  time  and  sp 
creativity,  the  company  grouped  togel 
er  people  who  previously  had  been  s« 
arated  by  disciplines,  departmenl 
floors,  even  buildings.  The  upshot:  He 
mark's  integrated  teams  of  artists,  wr 
ers,  marketers,  and  production  peoj 
pushed  new  lines  out  within  a  year.  He 
mark's  experience,  like  IBM  Credit's,  i 
derlines  a  key  reengineering  principl 
Woi'k  is  best  organized  around  resuli 
not  tasks  such  as  sales  or  production. 

While  these  profiles  capture  the  e 
thusiasm  of  managers  who  ha 
achieved  dramatic  improvements,  th' 
fail  to  deal  objectively  with  the  traur 
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tohn's  losing 
his  hair. 
His  mission: 
|et  it  back. 

^SAP! 
]\it  how? 
leaving? 
sFot  him. 
lansplant? 
fever. 

^  hairpiece? 
fever,  never. 
VTiat  John  really  wants 
5  his  own  hair  back. 
!jid  now  he's  learned, 
or  male  pattern 
>aldness, 
)nly  Rogaine 
las  been  proven 
oregrowhair. 


*o<*aine 

&  ^^minoxidil  2% 


Rogaine®  Topical  Solution  (minoxidil  2%)  works 
in  part  by  prolonging  the  growth  of  hair,  which  grows  in 
cycles.  With  more  hairs  growing  longer  and  thicker  at  the 
same  time,  you  may  see  improved  scalp  coverage. 

Dermatologists  conducted  12-month  clinical  tests. 
After  4  months,  26%  of  patients  using  Rogaine  reported 
moderate  to  dense  hair  regrowth,  compared  with  11%  of 
those  using  a  placebo  (a  similar  solution  without  minoxidil - 
the  active  ingredient  in  Rogaine).  After  1  year,  48%  of  the 
men  who  continued  using  Rogaine  in  the  study  rated  their 
regrowth  as  moderate  to  dense.  Thirty-six  percent  reported 
minimal  regrowth.  The  rest  (16%)  had  no  regrowth. 

Side  effects  were  minimal:  7%  of  those  who  used 
Rogaine  had  itching  of  the  scalp.  Rogaine  should  only  be 
applied  to  a  normal,  healthy  scalp  (not  sunburned  or  irritated). 

Studies  indicate  that  at  least  4  months  of  twice-daily 
treatment  with  Rogaine  are  usually  necessary  before 
there  is  evidence  of  regrowth.  So  why  not  make  it  part  of 
your  normal  routine  when  you  wake  up  and  go  to  bed,  Like 
brushing  your  teeth. 

As  you'd  expect,  if  you  are  older,  balding  longer,  or 
have  a  larger  area  of  baldness,  you  may  do  less  well. 

Rogaine  is  a  treatment,  not  a  cure.  So  further  progress 
is  only  possible  by  using  it  continuously.  Some  anecdotal 
reports  indicate  that  if  you  stop  using  it,  you  will  probably 
shed  the  newly  regrown  hair  within  a  few  months. 

Why  wait?  Find  out  whether  Rogaine  is  for  you.  Call 
1-800-944-8802. Today.  We'll  send  you  an  informa- 
tional brochure  explaining  all  about  the  product  and  how 
to  use  it.  And  because  only  a  doctor  can  prescribe  Rogaine, 
we'll  include  a  list  of  nearby  dermatologists  or  other  doctors 
experienced  in  treating  hair  loss  and  a  $10  incentive  to 
visit  a  doctor  soon.  «  - 


See  nexl  page  lor  important  additional  information 
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RcMiaine 

S  ^minoxidil  2% 

The  only  product  ever  proven  to  regrow 
hair  for  male  pattern  baldness. 

What  is  ROGAINE? 

ROGAINE  Topical  Solution  is  a  prescription  medicine  tor  use  on  the  scalp  thai  is  used  to  treat  a  type  ot  hair  loss  in  men  and  women  known  as  androgenetic 
alopecia  hair  loss  ol  the  scalp  vertex  (lop  or  crown  ot  the  headl  in  men  and  diltuse  hair  loss  or  thinning  ot  the  Iron!  and  top  ot  the  scalp  in  women 
ROGAINE  is  a  topical  torm  ot  minoxidil,  lor  use  on  the  scalp 

How  effective  is  ROGAINE? 

In  men:  Clinical  studies  with  ROGAINE  ol  over  2  300  men  with  male  pattern  baldness  involving  the  top  Ivertex)  ol  the  head  were  conducted  by  physicians  in 
27  US  medical  centers  Based  on  patient  evaluations  ol  regrowlh  at  the  end  ot  4  months,  26%  ot  the  patients  using  ROGAINE  had  moderate  to  dense  hair 
regrowth  compared  with  11%  who  used  a  placebo  treatment  (no  active  ingredient)  No  regrowlh  was  reported  by  41%  ot  those  using  ROGAINE  and  60%  ol 
those  using  a  placebo  By  the  end  ol  1  year  48%  ol  those  who  continued  to  use  ROGAINE  rated  their  han  growth  as  moderate  or  belter 

In  women:  Clinical  studies  with  ROGAINE  were  conducted  by  physicians  in  11  US  medical  centers  involving  256  women  with  hair  loss  Based  on  patient 
evaluations  ol  regrowth  alter  32  weeks  (8  months),  19%  ol  the  women  using  ROGAINE  had  at  least  moderate  regrowth  compared  with  7%  ol  those  using  a 
placebo  No  regrowth  was  reported  by  41%  ol  the  group  using  ROGAINE  and  60%  ol  the  group  using  placebo 

How  soon  can  I  expect  results  Iron-,  using  ROGAINE? 

Studies  show  that  the  response  time  to  ROGAINE  may  dilter  greatly  Irom  one  person  to  another  Some  people  using  ROGAINE  may  see  results  taster  than 
others,  others  may  respond  with  a  slower  rate  ol  hair  regrowth  You  should  nol  expecl  visible  regrowth  in  less  than  4  months 

How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  is  a  hair-loss  treatment,  nol  a  cure  II  you  have  new  hair  growth,  you  will  need  to  continue  using  ROGAINE  to  keep  or  increase  hair  regrowth  It  you 
do  not  begin  to  show  new  hair  growlh  with  ROGAINE  alter  a  reasonable  period  ol  lime  (at  least  4  months)  your  doctor  may  advise  you  to  discontinue  using 
ROGAINE 

What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

Probably  nol  People  have  reported  that  new  hair  growth  was  shed  alter  they  slopped  using  ROGAINE 

How  much  ROGAINE  should  I  use? 

You  should  apply  a  1-mL  dose  ot  ROGAINE  twice  a  day  lo  your  clean  dry  scalp,  once  in  the  morning  and  once  at  night  belore  bedtime  Wash  your  hands  alter 
use  it  your  lingers  are  used  to  apply  ROGAINE  ROGAINE  must  remain  on  the  scalp  lor  at  least  4  hours  to  ensure  penetration  into  the  scalp  Oo  nol  wash  your 
hair  lor  at  leasl  4  hours  alter  applying  it  II  you  wash  your  hair  betore  applying  ROGAINE,  be  sure  your  scalp  and  hair  are  dry  when  you  apply  it  Please  reler 
lo  Itie  Instructions  lot  Use  in  the  package 

What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

Do  not  try  to  make  up  lor  missed  applications  ot  ROGAINE  You  should  restart  your  twice-daily  doses  and  return  to  your  usual  schedule 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Itching  and  other  skin  irritations  ol  the  treated  scalp  area  were  the  most  common  side  ettecls  directly  linked  to  ROGAINE  in  clinical  studies  About  7  ol  every 
100  people  who  used  ROGAINE  (7%)  had  these  complaints 

Other  side  effects,  including  lightheadedness  dizziness  and  headaches  were  reported  both  by  people  using  ROGAINE  and  by  those  using  the  placebo 
solution  with  no  minoxidil  You  should  ask  your  doctor  to  discuss  side  effects  ol  ROGAINE  with  you 

People  who  are  extra  sensitive  or  allergic  to  minoxidil,  propylene  glycol,  or  elhanol  should  not  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol  which  could  cause  burning  or  irritation  ol  the  eyes  or  sensitive  skin  areas  II  ROGAINE  accidentally  gets  into 
these  areas,  rinse  the  area  with  large  amounts  ol  cool  tap  water  Contact  your  doctor  il  the  irritation  does  nol  go  away  It  the  spray  applicator  is  used,  avoid 
inhaling  the  spray 

What  are  some  of  the  side  effects  people  have  reported? 

ROGAINE  was  used  by  3.857  patients  (347  lemales)  in  placebo-controlled  clinical  trials  Except  lor  dermatologic  events  (involving  the  skin),  no  individual 
reaction  or  reactions  grouped  by  body  systems  appeared  to  be  more  common  in  the  minoxidil-treated  patients  than  in  placebo-treated  patients 

Dermatologic  rrllanl  or  allergic  contact  dermatitis— 7  36%.  Respiratory:  bronchitis .  upper  respiratory  infection,  sinusitis— 7 16%  Gastrointesti- 
nal: diarrhea  nausea,  vomiting— 4  33%.  Neurologic  headache,  dizziness,  laintness,  lightheadedness— 3  42%  Musculoskeletal:  fractures,  back 
pain,  tendinitis— 2  59%  Cardiovascular:  edema,  chest  pain,  blood  pressure  increases  decreases,  palpitations .  pulse  rate  increases  decreases— 1  53%, 
Allergic:  nonspecilic  allergic  reactions,  hives,  allergic  rhinitis,  lacial  swelling,  and  sensitivity— t  27%  Metabolic-Nutritional'  edema,  weighl  gain— 
1  24%  Special  Senses:  coniunctmlis  ear  infections,  vertigo— 1 17%,  Genital  Trad:  prostatitis,  epididymitis  vaginitis,  vulvitis,  vaginal  discharge 
itching— 0  91%,  Urinary  Tract:  urinary  tract  infections,  renal  calculi,  urethritis— 0  93%,  Endocrine:  0  47%,  Psychiatric:  anxiety,  depression,  fatigue— 
0  36%,  Hematologic:  lymphadenopathy.  thrombocytopenia — 0  31% 

ROGAINE  use  has  been  monitored  lor  up  lo  5  years,  and  there  has  been  no  change  in  incidence  or  severity  ol  reported  adverse  reactions  Additional 
adverse  events  have  been  reported  since  marketing  ROGAINE  and  include  eczema,  hypertrichosis  (excessive  hair  growth),  local  erythema  (redness), 
pruritus  (itching),  dry  skin  scalp  (taking,  sexual  dysfunction  visual  disturbances,  including  decreased  visual  acuity  (clarity )  increase  in  hair  loss,  and 
alopecia  (hair  loss) 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Serious  side  elfects  have  not  been  linked  lo  ROGAINE  in  clinical  studies  However,  it  is  possible  lhal  they  could  occur  it  more  than  the  recommended  dose  ol 
ROGAINE  was  applied,  because  Ihe  active  ingredient  in  ROGAINE  is  the  same  as  that  in  minoxidil  tablets  These  effects  appear  to  be  dose  related  thai  is, 
more  effecls  are  seen  with  higher  doses 

Because  very  small  amounts  ol  minoxidil  reach  the  blood  when  the  recommended  dose  ol  ROGAINE  is  applied  to  the  scalp,  you  should  know  about  certain 
effects  that  may  occur  when  the  tablet  torm  ol  minoxidil  is  used  lo  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arlenes 
an  eltect  called  vasodilation  Vasodilation  leads  to  fluid  retention  and  fasler  heart  rale  The  following  ettecls  have  occurred  in  some  patients  taking  minoxidil 
tablets  lor  high  blood  pressure 

Increased  heart  rate  some  patients  have  reporled  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute 

Sail  and  water  retention  weight  gam  of  more  than  5  pounds  in  a  short  period  ol  time  or  swelling  ol  the  face,  hands  ankles,  or  stomach  area 

Problems  breathing  especially  when  lying  down,  a  result  ol  a  buildup  ol  body  fluids  or  lluid  around  Ihe  heart 

Worsening  or  new  attack  ol  angina  pectoris  brief,  sudden  chest  pain 

When  you  apply  ROGAINE  to  normal  skin,  very  little  minoxidil  is  absorbed  You  probably  will  not  have  Ihe  possible  effects  caused  by  minoxidil  tablets 
when  you  use  ROGAINE  If,  however  you  experience  any  ol  Ihe  possible  side  effects  listed  above,  stop  using  ROGAINE  and  consult  your  doctor  Any  such 
effects  would  be  most  likely  il  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended  amounts 

In  animal  studies,  minoxidil  in  much  large'  amounts  than  would  be  absorbed  Irom  topical  use  (on  skin)  in  people,  has  caused  importanl  heart-structure 
damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  effective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

People  with  a  known  or  suspected  heart  condition  or  a  tendency  for  heart  failure  would  be  at  particular  risk  if  increased  heart  rale  or  fluid  retention  were  to 
occur  People  with  these  kinds  ol  heart  problems  should  discuss  the  possible  risks  of  treatment  with  their  doctor  if  they  choose  lo  use  ROGAINE 

ROGAINE  should  be  used  only  on  Ihe  balding  scalp  Using  ROGAINE  on  other  parts  ol  the  body  may  increase  minoxidil  absorption,  which  may  increase  the 
chances  ol  having  side  ettecls  You  should  not  use  ROGAINE  it  your  scalp  is  irritated  or  sunburned,  and  you  should  not  use  il  it  you  are  using  other  skin 
treatments  on  your  scalp 

Can  people  with  high  blood  pressure  use  ROGAINE? 

Most  people  with  high  blood  pressure  including  those  taking  high  blood  pressure  medicine,  can  use  ROGAINE  but  should  be  monitored  closely  by  their 
doctor  Patients  taking  a  Wood  pressure  medicine  called  guanethidine  should  nol  use  ROGAINE 

Should  any  precautions  be  followed? 

People  who  use  ROGAINE  should  see  their  doctor  1  month  after  starting  ROGAINE  and  at  least  every  6  months  thereafter  Stop  using  ROGAINE  il  any  ol  Ihe 
lollowing  occur  salt  and  water  retention,  problems  breathing,  taster  heart  rate,  or  chest  pains 

Do  not  use  ROGAINE  il  you  are  using  other  drugs  applied  to  the  scalp  such  as  corticosteroids,  retinoids,  petrolatum,  or  agents  that  might  increase 
absorption  through  me  skin  ROGAINE  is  lor  use  on  the  scalp  only  Each  1  ml  ot  solution  contains  20  mg  minoxidil,  and  accidental  ingestion  could  cause 
unwanted  effects 

Are  there  special  precautions  for  women? 

Pregnant  women  and  nursing  mothers  should  not  use  ROGAINE  Also,  its  effects  on  women  during  labor  and  delivery  are  nol  known  Efficacy  in 
postmenopausal  women  has  not  been  studied  Studies  show  the  use  ol  ROGAINE  will  not  affect  menstrual  cycle  length,  amount  ol  How,  or  duration  or  Ihe 
menstrual  period  Discontinue  using  ROGAINE  and  consult  your  doctor  as  soon  as  possible  it  your  menstrual  period  does  not  occur  at  Ihe  expected  time 

Can  ROGAINE  be  used  by  children? 

No,  the  safety  and  effectiveness  ol  ROGAINE  has  nol  been  tested  in  people  under  age  18 
Caution  federal  law  prohibits  dispensing  withnut  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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reengineering  efforts  obviously  mi 
cause.  PepsiCo  Inc.'s  Taeo  Bell  liken 
the  process  of  reengineering  to  a  "v< 
age  of  discovery."  That  voyage  help 
Taco  Bell,  which  only  10  years  earl: 
had  been  a  $500  million  regional  com] 
ny,  become  a  S3  billion  national  fast-fc 
chain.  Among  the  things  reengineeri 
led  to,  we  are  told,  is  the  creation  o! 
taco-making  machine  that  churns  out 
many  as  900  tacos  an  hour  and  a  de 
sion  to  shift  cooking  from  restaurar 
to  central  commissaries  to  save  mom 
What  we're  not  told  is  how  many  jo 
were  lost  as  a  result. 

Ultimately,  reengineering  means  doi 
more  with  less— not  only  less  time  1 
fewer  people.  That  means  individi 
hardship.  But  in  these  tough  times,  i 
an  idea  that's  bound  to  endure. 

BY  JOHN  A.  BYR 
Senior  Writer  Byrne  covers  manctgeme 
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WHO  KNOWS  WHAT:  THE  ESSENTIAL 
BUSINESS  RESOURCE  BOOK 

By  Daniel  Starer 

Henry  Holt  •  1,239pp  •  $45 

INFORMED  SOURCES 


Why  does  a  chicken  cross  t 
road?  Well,  you  could  sti 
by  asking  the  National  Broi 
Council  or  the  Poultry  Science  Assn. 
they  can't  help,  you  might  want  to  t 
the  Poultry  Science  Dept.  of  the  II 
versity  of  Wisconsin  at  Madison,  Pi 
due  Farms  Inc.  in  Salisbury,  Md.,  or  t 
Meat  &  Poultry  Inquiry  Hotline  of  t 
Agriculture  Dept.  Poultry  Digest  or  Mi 
and  Poultry  might  know,  and  Egg  i 
dustry  can  address  the  related  que 
that  begins,  "Which  came  first  ..." 

That's  just  a  sample  of  the  sourc 
to  be  found  in  Who  Knows  What:  7 
Essential  Business  Resource  Book,  a 
inch-thick  behemoth  that's  a  must  1 
anybody  seeking  information  about  ar 
thing  from  business  forms  (page  3781 
dairy  farms  (page  2(57),  with  brief  b 
comprehensive  sojourns  in  the  swine  : 
dustry  (page  9981.  the  sign  indust 
I  page  960),  and,  inevitably,  the  funei 
and  mortuary  industry  I  page  396). 

For  every  subject,  there's  infortr 
tion  about  associations,  periodicals, 
braries,  companies,  and  government  < 
fices,  with  capsule  descriptions  of  ea( 
There  are  phone  numbers  Ivoice  a: 
fax)  and  names:  This  book  immortaliz 
more  obscure  trade-publication  editc. 
than  I  would  care  to  shake  a  stick 
Did  I  say  stick?  (Forest  Products  F 
search  Society,  Creative  Woodwork! 
Co.,  Woodworker's  -Journal . . .  ) 

BY  GARY  WEI 
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reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 
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Today's  Fortune  1000  corporation  demands 
miracles  from  its  computing  infrastructure.  now 

with  the  "rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting  even  more  out 
of  their  existing  technology,  at  less  cost.  one 
operating  environment  can  help  you  do  all  this. 


Announcing  Solaris. 


The  Solaris®  operating  environment  is  now  available 
on  x86  as  well  as  sparc*'  —  the  world's  most 

POPULAR  CISC  AND  RISC  ARCHITECTURES.  It's  THE 

software  operating  environment  that  provides 
virtually  unlimited  access  to  all  systems  on  the 
local  and  wide  area  enterprise  networks! 

it's  scalable  from  pcs  to  mainframes.  and  it  runs 
more  32-bit  applications  than  any  other  operating 
environment  —  over  7,500  including  leaders  like 
Computer  Associates,  Oracle,  Lotus  and  your 
Windows  software,  too.  From  now  on  you  can 
make  hardware  decisions  independent  of  software, 
preserving  your  valuable  investment. 

With  Solaris,  information  can  flow  more 
easily,  wherever  it's  needed.  cost  centers 
can  transform  into  revenue  centers. 
And  users  become  more  productive. 


For  companies  that  must  maximize  every  minute  as 
never  before,  nothing  ties  it  all  together  like 

Solaris.  Call  1-510-460-3267  for  more 
information.  it  could  be  your  best  minute  yet. 


The  Network  Is  The  Computer1 


©1993  Sun  Microsystems.  Inc  Sun  Microsystems.  SunSr,n  ih..'  Sun^.n  !<>,>. .  rhe  SunSutt  Muling  .inrf  Solans  are  trademarks  or  registered 
trademarks  ol  Sun  Microsystems,  Inc  SPARC  is  a  registered  trademark  nt  SPARC  International,  Inc  UNIX  is  a  tegisiured  trademark  ot 
UNIX  System  Laboratories.  Inc  All  other  registered  trademarks  are  the  property  ot  iheir  respective  companies 
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^eeven 
made  the  sticker 
attractive. 


The  1993 

Skylark  Custom. 

We  gave  it  a  sleek 
aerodynamic  shape, 
expressive  design  details, 
and  a  very  attractive  price. 

The  Skylark  Custom  is 
our  most  affordable  Buick 
for  1993.  So  it's  a  wonderful 
way  to  introduce  yourself 
to  Buick  quality.  Like  all 


Buicks,  it's  equipped  with 
an  impressive  list  of  features 
including  DynaRide'*' 
suspension,  automatic 
transmission,  power  door 
locks,  stainless  steel  exhaust, 
and  even  anti-lock  brakes. 
All  standard. 

For  more  information,  call 
1-800-4A-BUICK.  Or  see  your 
Buick  dealer  and  test-drive  a 
new  Skylark  Custom  today. 


Either  way,  you'll  discover 
a  car  whose  qualities  are 
very  attractive  indeed. 


[GM^  Buckle  up,  America' 

I       I    ©1992  GM  Corp  All  rights  reserved. 

Skylark  is  a  registered  trademark  of  GM  Corp 
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Economic  Viewpoint 


SETTING  READY 

:0R  CUBA  AFTER  CASTRO 


'  RUDI  DORNBUSCH 


f the  U.S.  focuses 
nly  on  hastening 
'idel's  exit,  a  unique 
hance  to  endow  the 
;land  with  a  strong 
ree  market  could  be 
)st.  Here  is  an 
conomic  plan  to 
elp  democracy  and 
rosperity  take  root 
1  a  new  Cuba 


Dl  DORNBUSCH  IS  PROFESSOR  OF 
ONOMICS  AT  MASSACHUSETTS 
STITUTE  OF  TECHNOLOGY 


We  are  too  fixated  on  when  Fidel 
Castro's  dictatorship  will  fall,  and 
how.  The  truth  is,  it  doesn't  matter 
whether  Castro  dies  in  bed  in  Spain  or  is 
strung  from  a  lamppost  in  Havana.  What  does 
matter  is  that  Washington  needs  a  strategy  for 
a  smooth  transition,  social  stability,  and  eco- 
nomic progress.  Otherwise,  extremist  groups 
could  fill  the  vacuum  and  command  the  agen- 
da. U.  S.  policies  can  either  help  create  stabil- 
ity and  prosperity  in  Cuba,  or  they  can  risk 
promoting  destitution,  political  and  financial 
instability,  and  mass  exodus  to  Miami. 

For  millions  of  Cubans,  U.  S.  policy  toward 
their  homeland  is  decisive.  There  will  be  a 
Cuba  after  Castro,  and  we  will  have  to  live 
with  it.  The  Havana  regime  certainly  cannot 
last  now  that  Russian  subsidies  are  gone.  Ra- 
tioning has  become  pervasive,  inventories  are 
down  to  nothing,  buses  are  not  running,  and 
enterprises  have  ground  to  a  standstill  be- 
cause parts  and  raw  materials  are  no  longer 
available. 

War  economies  last  long— but  not  forever.  A 
jape  frequently  encountered  in  Cuba  has  it 
that  the  revolution  has  three  accomplishments 
and  three  problems.  The  three  accomplish- 
ments are  education  for  all.  health  for  every- 
one, and  athletic  accomplishments  beyond  be- 
lief. The  three  problems  are  breakfast,  lunch, 
and  dinner. 

offshore  threat.  If  the  regime  retains  power, 
it  will  be— at  least  in  part— through  plain  re- 
pression. But  also  playing  a  role  is  an  in- 
grained anti-Americanism  fostered  by  the  long 
state  of  siege  and  a  pride  in  the  social  re- 
forms that  raised  millions  of  Cubans  from  rags 
to  some  dignity. 

It  would  be  a  mistake  to  underrate  these 
two  factors  and  focus  merely  on  the  present 
disintegration.  Cuban  socialism  has  outlived 
its  time,  but  millions  of  Cubans  don't  agree 
that  it  was  a  mistake  in  the  first  place.  To  the 
average  Cuban,  life  under  Fulgencio  Batista's 
repressive  dictatorship  was  far  from  the  Amer- 
ican dream.  The  U.  S.  must  decide  how  to 
promote  the  regime  change  and  what  specific 
set  of  economic  proposals  to  offer  to  post-Cas- 
tro Cuba. 

So  far,  the  policy  has  been  to  foster  the 
collapse  of  the  regime  first— by  an  increasing- 
ly effective  embargo— and  to  ask  questions 
later.  Even  if  it  were  a  good  idea,  a  Democrat- 
ic President  can't  be  seen  negotiating  with 
Castro  in  the  way  former-  President  Richard 
Nixon  could  with  China.  But  surely  we  can 
spell  out  what  we  are  ready  to  offer  once 
Castro  is  gone  and  free  elections  are  a  reality. 
What  the  U.  S.  is  willing  to  do  for  Russia,  we 
should  be  equally  prepared  to  do  on  a  scaled- 


down  basis  for  Cuba.  Russia,  with  its  nuclear 
threat,  is  a  special  case,  but  so  is  Cuba,  with 
the  threat  of  mass  migration  and  destitution 
right  off  our  shores.  Specifically,  the  U.  S. 
should  set  as  priorities  some  of  the  following 
items: 

■  An  immediate,  major  debt  restructuring. 
Fortunately,  U.  S.  citizens  (and  banks)  are  pro- 
hibited by  law  from  holding  Cuban  debts.  That 
makes  it  much  easier  for  the  U.  S.  to  sponsor 
debt  forgiveness,  just  as  it  did  in  Poland, 
where  the  debts  were  likewise  held  by  Euro- 
peans, not  U.  S.  banks. 

■  An  immediate  lifting  of  trade  and  payments 
restrictions,  including  the  allotment  of  a  sizable 
sugar  quota.  If  Cuba  has  no  markets,  even  a 
market  economy  cannot  do  much  good.  And  as 
soon  as  possible,  Cuba  should  be  invited  to  join 
the  North  American  Free  Trade  Agreement. 

■  An  emergency  financial  package  that  allows 
Cuba  to  finance  the  rebuilding  of  industrial 
and  consumer-goods  imports.  Also,  the  transi- 
tion to  a  market  economy  and  price  liberaliza- 
tion without  the  risk  of  massive  budget  deficits 
and  currency  collapse.  Perhaps  we  could  divert 
a  billion  from  the  Russian  aid  package  to  more 
productive  use  in  Cuba. 

■  Early  membership  in  the  International  Mon- 
etary Fund  and  the  World  Bank,  which  would 
result  in  access  to  financial  resources  and  tech- 
nical expertise. 

■  Investment  guarantees  that  put  trade  cred- 
it and  direct  investment  in  the  express  lane. 
The  availability  of  financing  avoids  extreme  in- 
flation and  acts  as  a  shock  absorber  in  the 
transition  from  a  failed  control  economy  to  a 
fledgling  market  system. 

■  Agreement  that  property  should  not  be  re- 
turned to  previous  owners,  exiles  or  other- 
wise. Property  should  lie  privatized  to  new 
owners,  unimpeded  by  the  deadlock  of  court 
battles  over  legally  and  socially  questionable 
claims.  In  eastern  Germany,  claims  of  former 
owners  will  take  years  to  settle,  deadlocking 
prospects  for  reform,  investment,  and  mod- 
ernization. Whether  and  when  financial  com- 
pensation should  be  offered  can  be  discussed  in 
time.  For  the  near  term,  the  government's 
resources  should  be  kept  free  for  reconstruc- 
tion. If  the  future  looks  reasonable  or-  even 
good,  Cubans  will  stay  at  home  and  foreign  in- 
vestment will  come.  If  prospects  are  bleak, 
or  worse,  Cuba  will  go  into  an  economic  and 
political  tailspin. 

The  notion  that  all  we  need  is  Castro  gone 
from  Cuba  to  get  democracy  and  prosperity 
there  is  absurd.  We  may  see  a  replica  of  Rus- 
sia, or  worse.  We  have  won  the  war,  even  if 
the  capitulation  is  slow  in  coming;  the  hard 
part  is  to  win  the  peace. 
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WE  HAVE  A  NOVEL,  APPROACH  TO  CONVENTIONAL  IDEAS 
IN  FINANCIAL,  SERVICES.  Managing  global  financial  risk  is  a  challenge  thai 
requires  a  continuous  flow  of  fresh  ideas.  AlG's  financial  services  companies  provide  clients  with 
innovative  solutions  in  areas  from  derivative  products  to  commodities  and  currency  trading,  as  well  as 


vestment  management  and  advisory  services.  AIG  has  the  highest  ratings  from  the  principal  rating 
'rvices,  and  our  strong  balance  sheet  provides  an  added  degree  of  security  and  stability.  When  your 
lancial  and  risk  management  needs  go  beyond  insurance,  AIG  does.  too.  With  spectacular  results. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York.  NY  10270. 
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A  SURPRISING  SLUMP  IN 
ADJUSTABLE  MORTGAGES 
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▲  PERCENT  -INCLUDES  NEW  AND  REFINANCED  MORTGAGES 

DATA:  OFFICE  OF  THRIFT  SUPERVISION 


rates  on  fixed-rate  mortgages  and  the  in- 
itial rates  on  ARMS.  Whenever  the 
spread  widened  significantly,  more 
households  opted  for  arms  than  for 
fixed-rate  loans.  In  the  past  year,  howev- 
er, even  though  the  yield  spread  has 
widened  to  nearly  three  percentage 
points  and  initial  rates  are  well  below 
borrowers  have  overwhelmingly  cho- 
sen fixed-rate  mortgages  (chart). 

The  difference  from  past  periods,  of 
course,  is  the  low  absolute  levels  of  both 
short-  and  long-term  rates.  "Most  bor- 
rowers are  probably  convinced  that 
interest  rates  can  only  move  up  from 
here  on  in,"  says  Moran,  "and  they  want 
the  security  of  fixed-rate  financing." 


For  the  moment,  all  of  this  seems 
good  for  the  economy.  In  fact,  one  rea- 
son the  Treasury  changed  its  borrow- 
ing mix  may  have  been  to  nudge  long 
rates  down  and  thus  stimulate  housing 
and  bolster  the  sluggish  expansion. 

Monetary  policy-making  could  become 
trickier  in  the  future,  though.  With  more 
households  insulated  from  the  income- 
constraining  effects  of  rising  interest 
rates,  the  Federal  Reserve  might  have 
to  tighten  more  when  the  economy 
starts  overheating.  But  at  the  same 
time,  warns  Moran,  the  Fed  could  face 
political  pressures  to  keep  rates  low  to 
avoid  adding  to  the  deficit. 


WHAT  HAPPENED  TO 
THE  TIDAL  WAVE  OF 
FOREIGN  INVESTMENT? 

In  the  late  1960s,  Europeans  worried 
that  investment  by  the  powerhouse 
U.S.  economy  was  threatening  their  eco- 
nomic independence.  In  the  1980s,  Amer- 
icans voiced  similar  fears  about  a  tidal 
wave  of  direct  investment  by  Japanese 
and  European  companies.  Now,  however, 
investment  flows  have  changed  direc- 
tion again. 

Economists  at  DRl/McGraw-Hill  point 
out  that  direct  investment  in  the  U.  S. 
by  foreign  companies  actually  declined 
last  year  for  the  first  time  in  recent 
memory.  A  small  inflow  of  new  direct  in- 
vestment was  overshadowed  by  debt  re- 
payments by  U.  S.  subsidiaries  of  for- 
eign companies  to  their  overseas 
parents.  The  latest  tally  marks  a  sea 
change  from  the  acquisition  boom  of  the 
late  1980s,  when  such  investment  in- 
flows averaged  $60  billion  a  year. 

Meanwhile,  net  U.  S.  direct  invest- 
ment overseas  has  been  picking  up 
steam.  After  averaging  S20  billion  in 
the  late  1980s,  it  jumped  to  S35  billion 
last  year  from  S27.1  billion  in  1991. 


COMMUNITY  COLLEGE 
EDUCATIONS  PAY  OFF 
IN  THE  LABOR  MARKET 

With  the  cost  of  a  college  educa- 
tion soaring  ever  higher,  it's  hard- 
ly surprising  that  roughly  half  of  stu- 
dents entering  college  today  do  so  at  a 
low-cost  community  college.  Many  critics 
have  charged,  however,  that  such  two- 
year  colleges  provide  inferior  educations 
that  aren't  worth  the  investment. 

Evidence  from  the  marketplace  dis- 
agrees. A  new  National  Bureau  of  Eco- 
nomic Research  study  not  only  confirms 
earlier  findings  that  those  who  complet- 


ed one  or  two  years  of  college  ea 
more  than  high  school  graduates.  It  a 
finds  that  this  is  as  true  for  former  s 
dents  of  two-year  colleges  as  for  the 
who  studied  at  four-year  schools. 

In  the  study,  which  examined  hi 
much  two-  and  four-year  college  s' 
dents  in  the  1970s  were  earning  in  19; 
economists  Thomas  J.  Kane  and  Ceci 
Rouse  found  no  significant  difference 
the  wages  of  former  students  with  si 
ilar  abilities  and  backgrounds  who  h 
completed  a  similar  number  of  credi 
On  average,  two-year  and  four-year  c 
lege  students  both  earned  about  ! 
more  than  high  school  students  \ 
every  year  of  credits  completed. 

Kane  and  Rouse  conclude  that  goi 
to  college  pays  off  about  the  sai 
whether  one  attends  a  two-year  or  fo 
year  institution.  At  either  type  of  in: 
tution.  the  more  semesters  of  stud} 
student  successfully  completes,  the  hij 
er  his  eventual  earnings. 


EMPLOYEE  OWNERSHIP 
SEEMS  TO  GIVE 
STOCK  PRICES  ZING 

Other  things  being  equal,  it  may  \ 
to  invest  in  public  companies  w 
significant  employee  ownership.  Tl 
seems  to  be  the  implication  of  the  p 
formance  of  an  employee-owners! 
index  developed  by  Joseph  R.  Blasi  a 
Douglas  L.  Kruse  of  Rutgers  Univ 
sity  and  economist  Michael  Conte  of  1 
University  of  Baltimore.  The  indi 
which  is  not  weighted  by  company  si 
reflects  the  average  stock-price  mo 
ment  of  all  the  companies  listed  on  1 
New  York,  American,  and  NASDAQ 
changes  that  have  more  than  10%  ov 
ership  by  a  broad  group  of  employee 
some  355  companies  in  all. 

The  three  researchers,  who  beg 
tracking  the  index  in  1991,  report  thai 
was  up  35.9%  in  that  year,  compai 
with  increases  of  20.3%  in  the  D< 
Jones  industrial  average  and  26.3% 
the  Standard  &  Poor's  500-stock  indi 
Last  year,  it  posted  an  increase  of  22.1 
while  the  other  two  indexes  rose  1< 
than  4.5%.  And  in  the  first  quarter 
1993.  it  chalked  up  a  gain  of  9.9%.  vs. 
turns  of  just  4%  and  4.7%  for  the  D 
and  the  s&p  500. 

Blasi  isn't  sure  why  the  index  1 
performed  so  well  in  recent  yea 
though  he  would  "like  to  think  great 
employee  productivity  at  employi 
friendly  firms  had  something  to  do  w 
it."  He  notes  that  the  index  doesn't 
elude  the  stocks  of  companies  wh( 
ownership  is  concentrated  only  amo 
top  management. 


■  ronically.  just  as  the  Treasury  Dept. 

■  has  decided  to  increase  its  reliance  on 
shorter-term  borrowing  to  reduce  its 
interest  costs,  consumers  have  been 
moving  in  exactly  the  opposite  direc- 
tion. In  an  unprecedented  move,  new 
home  buyers  and  people  who  are  refi- 
nancing their  mortgages  are  ignoring 
the  current  sizable  interest  savings  of- 
fered by  adjustable-rate  mortgages 
I  arms)  and  choosing  to  take  out  fixed- 
rate  loans  instead. 

In  essence,  says  economist  Michael 
Moran  of  Daiwa  Securities  America  Inc., 
"the  Treasury  is  making  an  implicit  bet 
that  inflation  won't  reignite  and  heat  up 
short  rates,  while  the  borrowing  public- 
is  saying  that  the  risk  of  a  pickup  in 
inflation  is  too  great  to  ignore." 

All  through  the  1980s,  notes  Moran, 
the  popularity  of  .arms  rose  and  fell  with 
the  size  of  the  spread  between  interest 
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"I'M  A  REAL 
STICKLER  ABOUT 
BREAKFAST. 
SO  IF  YOURS 
ISN'T  JUST  RIGHT, 

I'LL  PAY 
FOR  IT  MYSELF." 


We  want  your  breakfast  to  be  perfect  in  every  way  - 
preparation,  presentation,  service  and  timing.  If  everything  isn't 
just  so,  it's  on  us.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS   RESORTS  ■  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU; 


Hyundai  is  continuously  committing  itself  to  some  of  t 
world's  most  advanced  technologies  and  innovations  to  help  y 
grow  your  business  and  to  help  build  a  better  future  for  everyoi 

^ne  °^  our  ^est  achievements  was  the  introduction 
'  the  64M  DRAM  chips  in  1992  less  than  4  years  after  t 
development  of  the  1M  DRAM.  Hyundai  is  the  new  force  in  el< 
tronics  and  telecommunications  around  the  world. 

Having  earned  global  fame  for  the  Excel,  Sonata  and  Elant 
in  the  world's  auto  markets  since  1986,  Hyundai  has  develop 


the  HCD-2  sports  car,  taking 
automotive  aerodynamics  into 
a  new  age 


Our  expertise  in  large  scale  engineering  and  construct! 
projects  worldwide,  including  turn-key  base  plant  projects,  h 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT,  PETROCHEMICALS, 
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earned  us  more  than  US$24  billion  in 
overseas  contracts  over  the  period 
1966  to  1992. 


As  one  of  the  world's  leading  shipbuilders  for  over  20  years, 
3  have  delivered  over  530  vessels  including  the  world's  largest  super 
nkers.  And  with  our  reputation  for  the  highest  levels  of  technology 
id  innovative  design,  Hyundai  has  recently  launched  the 
markable  Moss-type  LNG  carrier. 

Our  commitment  to  technology  is  also  illustrated 
such  areas  as  developing  a  maglev 
:hicle,  a  revolution  in  mass 
ansit  system. 

From  chips  to  ships. . . 
yundai.  Making  life  better  through  quality  and  innovation. 


HYUNDAI 

Building  a  better  future  for  everyone. 
SPORTATION.  Find  out  how  Hyundai  can  help  you: Hyundai  Corporation  K.P.O.  Box  92,  Seoul,  Korea.  Tel (82-2)746-1873,  Fax(82-2)74l-234l. 


Here's  why:  Light  and  flexible  sole  with  tiny  air  bubbles.  Highly' 

shock  absorbent  insert  (Z.     ^)  with  cushioning  air  channels.  Constructed 
for  all  around  comfort.  Soft  leather  inside  and  out.  Cushioned  uppers.  Padded  collars  and  tongues. 
Wide  range  of  sizes  (.(  (  j  |  j  and  w  idths.  Florsheim's  reputation  for  over  100  years  of  quality 
footwear.  About  S90.  For  the  Florsheim  dealer  nearest  you,  call  1-800-446-3500. 
There's  more  to  Florsheim. 
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f'S  TOO  EARLY 

0  BLAME  IT  ALL  ON  BILL 


IS  THIS  AS  GOOD 
AS  IT  GETS? 


AVERAGE  MONTHLY 
—  ADDITIONS  TO  - 
NONFARM  PAYROLLS 
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HOUSAMDS  OF  JOBS  'JAN- THRU  APR 
DATA:  LABOR  DEPT.,  BUSINESS  WEEK 


B|  ill-bashing  is  all  the  rage  this  spring,  especially 
K  on  the  issue  of  the  economy.  To  be  sure,  President 
^  Clinton  has  left  himself  wide  open  with  his  loss  of 
is  in  this  crucial  area.  And  the  appearance  of  inaction 
iconomic  growth  slows  is  fueling  disappointment  among 
i  businesses  and  households. 

The  frustration  level  is  partic- 
ularly high  in  corporate  board- 
rooms. U.  S.  business  confidence 
in  April  fell  to  its  lowest  level 
since  October,  according  to  the 
Chamber  of  Commerce's  bi- 
monthly survey  of  more  than 
11,000  executives.  The  Chamber 
reported  declining  optimism  for 
sales,  hiring,  and  the  economic 
outlook  generally. 

Households,  which  are  already 
;ing  for  new  taxes,  found  no  joy  in  the  April  jobs  re- 
t.  Nonfarm  businesses  added  only  119,000  workers 
month,  below  the  first-quarter  pace  and  far  below  that 
typical  expansion  (chart).  The  unemployment  rate  re- 
ned  stuck  at  7%  for  the  third  month  in  a  row.  Jobless- 
3  is  down  from  7.7%  last  June,  but  it's  still  higher 
i  it  was  when  the  recession  ended. 

AST  However,  beating  up  on  Bill  over  the  re- 

ROBLEMS  cent  slowdown  is  misplaced.  Growth  in 
|m  the  U.  S.  is  slipping  from  the  4%  pace  of 

■NGER  the  second  half  of  1992  for  three  broad 
sons:  First,  that  growth  rate  is  unsustainable.  Consu- 
■s  got  ahead  of  themselves  last  year,  and  now  they  are 
ming  their  breath.  Second,  the  winter  storms  are 
ting  the  slowdown  look  worse  than  it  really  is. 
'hird  and  most  important,  the  economy  is  still  under 
heel  of  structural  problems  born  of  the  excesses  of  the 
3s.  Dealing  with  heavy  debt,  especially  household  and 
ernment  red  ink,  as  well  as  with  corporate  restructur- 

defense  downsizing,  and  past  overbuilding  has  made 
;  the  weakest  expansion  on  record, 
ifter  the  recovery's  pitiful  first  year,  though,  the  econ- 
f.s  annual  growth  rate  now  has  accelerated  to  about 

By  second-year  recovery  standards,  that's  an  eco- 
lically  and  politically  acceptable  clip.  However,  the 
wth  has  come  more  from  productivity— making  em- 
fees  work  harder— than  from  new  jobs.  That's  why  that 
pace  has  been  so  unsatisfying. 

'or  1993,  the  mix  of  growth  is  tilting  more  toward 
3  and  away  from  productivity  gains.  Yet,  this  same 


ANOTHER  INFLATION 
BLIP  ON  THE  RADAR 

0.6,  


speed-up-and-slow-down  pattern  along  a  3%  growth  trend 
will  continue  as  long  as  the  economy  keeps  bumping  into 
those  stubborn  structural  barriers.  Those  obstacles  to 
growth  are  the  chief  reasons  why  job  gains  are  so  tepid— 
not  because  of  a  bumbling  White  House. 

COMPANIES  The  best  that  can  be  said  about  this 
STRIVE  TO  year's  job  growth  is  that  it  is  an  improve- 
BOOST  ment  over  last  year's.  April's  payroll  rise 

EFFICIENCY  means  that  the  economy  generated 
140,000  jobs  per  month,  on  average,  during  the  first  four 
months  of  1993.  In  the  second  half  of  1992,  businesses  add- 
ed 55,000  per  month.  But  at  this  stage  in  past  expansions, 
the  norm  has  been  closer  to  200,000. 

Businesses  remain  intent  on  boosting  productivity  in  an 
effort  to  cut  costs,  enhance  their  competitiveness,  and 
lift  profits.  Still,  productivity  growth  in  1993  is  not  likely 
to  match  last  year's  impressive  3.1%  pace.  In  fact,  em- 
ployees' output  per  hour  in  nonfarm  businesses  dipped 
0.1%,  at  an  annual  rate,  in  the  first  quarter. 

However,  that  weak  showing 
followed  a  robust  gain  of  4.1%  in 
the  fourth  quarter.  The  annual 
trend  in  productivity  growth  is 
2.2%,  which  is  far  above  the 
long-term  trend  of  about  1%. 
Output  per  hour  will  likely  re- 
bound in  coming  quarters,  along 
with  the  economy. 

Manufacturing  continues  to 
make  stellar  gains  in  productiv- 
ity. A  drop  in  service  efficiency 
last  quarter  offset  a  sharp  4.8%  advance  in  manufacturing. 
During  the  past  year,  factory  productivity  was  up  5%,  the 
best  annual  performance  in  16  years. 

One  benefit  of  the  healthy  trend  in  productivity  is  its 
downward  pressure  on  unit  labor  costs.  During  the  past 
year,  unit  costs  in  nonfarm  businesses  have  risen  only 
1.4%,  well  below  the  rate  of  inflation.  And  in  manufactur- 
ing, the  labor  cost  of  producing  a  unit  of  output  dropped 
at  an  annual  rate  of  4.5%  last  quarter.  Factory  unit  labor 
costs  are  down  1.6%  from  a  year  ago. 

Against  that  backdrop,  the  steep  rise  in  the  producer 
price  index  for  finished  goods  for  April  hardly  seems  indic- 
ative of  inflation's  underlying  trend.  The  PPI  jumped  0.6% 
last  month,  including  a  sharp  0.4%  rise  in  the  core  index, 
which  excludes  food  and  energy  (chart). 

Temporary  price  runups  accounted  for  the  surprisingly 
large  April  increase.  Crop  damage  from  the  March  storm 
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caused  a  45%  surge  in  vegetable  prices.  Tobacco  prices 
leaped  1.4%,  despite  announced  price  cuts  for  cigarettes 
that  will  show  up  later,  and  car  prices  rose  1.1%,  al- 
though they  are  up  only  2%  from  a  year  ago. 

|  HEALTHIER  The  best  news  from  the  April  employ- 
I  INCOME  ment  report  is  not  what  it  says  about 
I  CAN  COVER  jobs,  but  what  it  suggests  about  the  sec- 
I  THOSE  IOUS  oncj  quarter.  The  workweek,  especially  in 
manufacturing,  bounced  back  last  month.  Combined  with 
the  job  gains,  the  longer  workweek  means  that  overall 
hours  worked  began  the  second  quarter  above  the  first- 
quarter  average— a  sign  that  second-quarter  real  gross  do- 
mestic product  is  already  in  the  plus  column. 

In  addition,  industrial  production  appears  to  have  re- 
bounded in  April.  Despite  a  loss  of  65,000  jobs  in  manufac- 
turing, the  factory  workweek  jumped  from  41.2  hours 
back  up  to  41.5  hours— a  26-year  high  (chart).  Factory 
overtime  rose  from  3.9  hours  to  4.3  hours— a  record. 

The  job  report  also  held  good 
news  for  consumer  spending. 
Personal  income  began  the  sec- 
ond quarter  above  its  first-quar- 
ter level,  and  the  workweek  in 
retail  trade  recouped  almost  all 
of  its  record  drop  in  March.  That 
rebound  suggests  that  March 
storms  closed  retail  shops  and 
depressed  sales. 

Total  nonfarm  wages  were  un- 
changed in  April  at  $10.79  per 


WORKERS  PUT  IN 
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hour  because  of  declines  in  some  service  wages.  But  over- 
time pay  boosted  manufacturing  wages  by  0.6%,  to  $11.71 
an  hour.  Moreover,  the  longer  workweek  means  that  non- 
farm  weekly  earnings  rose  by  0.3%  in  April. 

In  fact,  the  slowdown  in  pay  gains  may  be  over.  After 
falling  for  three  years,  wage  growth  seems  to  have  bot- 
tomed out  at  a  yearly  pace  of  2.5%.  But  that  doesn't 


A  SECOND  LOOK  i 
CONSUMER  CRED 


mean  that  wage  gains  are  set  to  speed  up  just  yet,  gr 
the  ongoing  slack  in  the  labor  markets.  Even  when  ] 
does  begin  to  pick  up,  stronger  productivity  growth  jj 
prevent  faster  wage  growth  from  feeding  inflation. 

Still,  the  gains  .in  payrolls  and  weekly  earnings  sugg 
a  solid  advance  of  about  0.4%  in  the  wages-and-salai 
component  of  personal  income  in  April.  Total  perse 
income  probably  won't  do  as  well,  however,  because 
April  data  will  lack  the  huge  payout  of  farm  subsidies  t 
helped  to  lift  March  earnings  by  0.6%. 

Rising  income  also  means  that 
the  Federal  Reserve's  large  revi- 
sions to  consumer  installment 
credit  are  not  that  alarming.  The 
Fed  used  new  seasonal  factors 
and  updated  data  to  show  that 
credit  jumped  by  $7.6  billion  in 
1992,  instead  of  falling  by  $1.1 
billion  as  first  thought.  The  fast- 
er pace  is  continuing  into  1993. 
Credit  has  already  mushroomed 
by  $11.1  billion  so  far  this  year, 
including  a  $3.44  billion  rise  in  March. 

Higher  installment  lOUs,  in  addition  to  mortgages  ; 
home-equity  loans,  mean  that  consumers  still  face  a  hi 
debt  burden.  But  because  income  is  growing  about  tw 
as  fast  as  installment  credit,  the  rise  in  this  kind  of  d 
is  still  less  of  a  problem  for  household  finances.  E1 
with  the  revisions,  debt  as  a  percentage  of  dispose 
income  remained  at  16.3%  in  March,  the  lowest  rate  in 
years  (chart). 

A  bigger  hitch  for  consumers— and  the  economy— n 
well  be  the  tax  talk  filtering  out  of  Washington.  Th; 
certainly  a  good  reason  for  Bill-bashing.  But  right  n 
most  of  the  frustration  over  slower  growth  has  more  tc 
with  the  intractability  of  the  economy's  long-stand 
problems  than  with  anything  the  Administration  has 
has  not  done  to  correct  them. 
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THE  WEEK  AHEAD 


HOUSIHG  STARTS 


Tuesday,  May  18,  8:30  cum 
Builders  likely  started  construction  in 
April  on  1.2  million  new  homes,  at  an 
annual  rate.  That's  the  median  forecast 
of  economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
The  expected  April  number  would  be 
the  best  starts  level  so  far  this  year, 
even  though  rainy  weather  probably 
held  back  construction  in  some  regions. 
Last  month's  increase  would  also  be  a 
bounce-back  from  March.  During  that 
month,  the  East  Coast  blizzard  caused 
starts  to  tumble  by  4.6%,  to  a  1.13  mil- 
lion pace.  Low  mortgage  rates,  plus 
stronger  job  and  income  growth  and  a 
low  inventory  of  unsold  new  homes,  sug- 


gest that  the  housing  industry  will  enjoy 
a  fairly  good  spring  and  summer. 

MERCHANDISE  TRADE  DEFICIT  

Wednesday,  May  19,  8:30  cum. 
The  foreign  trade  deficit  probably  de- 
teriorated in  March,  to  $7.5  billion,  from 
$7.2  billion  in  February.  The  March  trade 
gap  would  be  the  largest  deficit  since 
October.  The  MMS  economists  forecast 
that  exports  of  goods,  which  were  virtu- 
ally flat  in  February,  rose  very  little  in 
March.  Imports,  up  just  0.2%  in  Febru- 
ary, pi'obably  increased  by  a  stronger 
amount  in  March.  The  U.  S.  outlook  for 
foreign  trade  is  not  very  rosy.  Exports 
are  hurting  because  of  recessions  around 
the  globe,  while  the  expansion  here  is 
drawing  in  more  foreign  goods. 


FEDERAL  BUDGET 


Friday,  May  21,  2  p.m.. 
The  MMS  economists  expect  that  the 
eral  government  will  report  a  surj 
of  only  $9  billion  in  April.  If  so,  t 
would  be  far  below  the  $14  billion  p< 
ed  last  April,  or  the  $30  billion  in  At. 
1991.  Because  May  1  was  a  Saturc 
the  government  paid  Social  Security 
other  transfer  payments  in  late  At. 
and  those  early  checks  increased  fedi 
outlays  for  April.  However,  Washi 
ton's  surplus  may  actually  be  hig 
than  forecast  because  taxpayers  dela 
filing  their  income-tax  returns  this  y 
until  close  to  the  Apr.  15  deadline.  '. 
fiscal  1993  deficit  is  on  track  to  t< 
about  $300  billion. 
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ISSC  is  a  .raikmark  of  IBM  Corp  ©  1993  IBM  Corp 


We  want  to  make  our  customers  the  most  satisfied  in  our  industry. 
And  the  most  successful  in  theirs. 


A.t  Integrated  Systems 
Solutions  Corporation,  we 
measure  our  success  by  the 
success  of  others.  We  provide 
information  services  and  solu- 
tions that  help  our  customers 
to  prosper. 

We  make  information  technology  work,  to 
give  you  the  competitive  edge  that  it  should,  fast. 
And  by  allowing  us  to  do  what  we  do  best,  you  can 
focus  on  what  you  do  best,  run  ycrur  business. 

Currently,  we  work  with  2,000  customers  in  over 
fifteen  different  industries  to  provide  the  highest- 
quality  service  and  most  cost-efficient  solutions. 

"Chase  is  committed  to  using  innovative  tech- 
nology to  provide  the  best  customer  service.  We 
went  with  ISSC™  for  our  Regional  Bank  technology 
project  because  they  understand  our  needs  and 
have  the  people  and  products  to  meet  them." 
—Arthur  b'.  Ryan,  President  tin//  COO,  The  Chase 
.  Manhattan  Bank. 

"Our  goal  was  to  have  a  state-of-the-art  Managed 
Care  System.  Without  ISSC,  this  would  have  taken 
five  years,  at  extremely  high  risk  and  cost.  With 

1  8     0     0  I 


ISSC,  we  are  doing  it  in  18 
months."— Dr.  John  Petillo, 
President  and  Cb.O,  Blue  Cross/ 
Blue  Shield  of  New  Jersey. 
"ISSC  leapfrogged  us  to  the 
cutting  edge  two  years  earlier 
than  we  could  have  on  our  own,  while 
conserving  capital.  Now,  that  technology  is 
supporting  our  people  and  serving  our  customers." 
—Jaek  butter/nan.  President  and  CEO,  Supermarkets 
Central 

ISSC's  services  include  systems  integration  and 
consulting,  voice  and  data  network  management, 
application  development  and  maintenance,  busi- 
ness recovery  services  and  more.  We  have  all  the 
resoun  es  youd  expect  from  a  subsidiary  of  IBM." 

Let  us  show  you  how  you  can  use  information 
technology  as  a  competitive  weapon.  Call  1  800 
USE-ISSC  between  7AM  and  8PM  Eastern  Daylight 
Time.  We're  very  eager  to  start  working  for  you. 


ISSC 

Your  Resource  For  Success. 


ii  With  all  its  problems, 
the  [U.S.]  health  care 
system  is  the  best  in  the 
world.  Tm  opposed  to 
new  taxes  to  pay  for 
health-care  reform.  It 
can  be  paid  for  with 
efficiencies  in  the 
system  and  savings 
elsewhere  in  the 
federal  budget. 


—  Ralph  Larsen, 
CEO,  Johnson  &  Johnson 


U  We  all  believe  that  everyone  should  have 
access  to  health  care"  and  are  hoping  the 
Clinton  Administration  will  develop  a  pla? 
provide  it  'We  are  very  nervous  about  the 
amount  of  control  and  the  means  that  hav 
been  floated  about  financing  it. )) 

—  Wayne  Calloway,  CEO,  P 

U  Getting 
consumerism 
into  the  system 
will  be  critically 
important.  The 
theory  is  that  if 
employees  pay 
more,  they'll  be  more  co 
efficient,  but  I  don't  kno 
if  that's  the  case.?? 


—  Richard  Ma  honey,  CEO,  Moi 


HEALTH  CARE  I 


MAY  24,  1993 


CLINTON'S 
HEALTH-CARE 

SELL-A-THON 

HE'S  GOING  ALL  OUT  TO  LINE  UP  BUSINESS  BACKING 


c 


hief  executives  of  America, 
ware!  Right  this  minute,  thei 
I  probably  a  member  of  the  Clin 
Administration — if  not  an  actual  C 
ton — stalking  you.  On  May  7,  Hill: 
Rodham  Clinton  pursued  corpor; 
chiefs  into  their  own  territory,  travel 
to  Williamsburg,  Va.,  for  what  : 
termed  "extremely  productive"  talks 
health-care  reform  with  the  Busin 
Council.  Five  days  later,  the  First  Ls 
met  with  the  National  Leadership  Co 
tion  on  Health  Care  Reform,  a  group 
big  companies  and  unions,  to  push 
plan.  Her  husband,  meanwhile,  hit 
road  on  May  10  and  11  with  speeches 
Cleveland  and  Chicago  aimed  partly 
winning  supporters  for  the  plan. 

The  Clintons'  goal:  to  have  as  rm 
CEOs  as  possible  ready  to  salute  wl 
the  White  House  unveils  its  bluepr 
for  a  health-care  system  in  mid-Ju 
The  Clintonites  need  key  corporate 
dorsements  if  their  plan  is  to  have  £ 
chance  of  clearing  a  wary  Congress. 
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UWeVe  been 
concerned  that 
cost  controls 
in  the  drug 
industry  would 
be  voluntary, 
and  [Hillary 
Rodham 
Clinton]  said 
that  would  be 
her  preference, 
pharmaceutical  industry 
ady  has  intense 
[petition.  Many  are  taking 
;rves  for  downsizing.)? 

-  William  Steere,  CEO,  Pfizer 


The  proposed  7% 
payroll  tax  is  ttcertainly 
in  conflict  with  job 
creation,  and  for  some 
companies,  it  might  be 
more  expensive, 
some  less.?? 

-  Robert  Allen,  CEO,  AT&T 


UThe  idea  of  a 
payroll-based 
premium  is  a  fair 
one  and  could 
provide  substantial 
savings  for 
employers.  But 
there  shouldn't  be 
any  taxation  at  all 
of  health  benefits. 

—  John  Sweeney,  President, 
Service  Employees  Intl.  Union 


Idition  to  the  high-level  sales  pitches, 
White  House  is  dangling  proposals 
it  hopes  will  tempt  business  to  over- 

the  new  health  system's  price  tag 
100  billion  or  so  a  year.  Among  the 
>osed  lures:  a  "payroll  premium" 

converts  rapidly  rising  health-insur- 
!  premiums  into  a  specified  tax  based 
>ayroll,  and  the  promise  of  big  sav- 

from  cost  controls,  administrative 
amlining,  and  merging  workers' 
pensation  medical  costs  with  the 
th  overhaul  (table,  page  32). 
)  far,  business  isn't  sold.  Most  em- 
ers  want  to  see  basic  reforms  that 
make  insurance  affordable  and  slow 
skyrocketing  cost  of  medicine.  But 
nt  leaks  from  the  health-reform  task 
e  suggest  that  the  Administration 

much  bigger  plans:  phasing  out 
iicare,  authorizing  states  to  set  up 
adian-style  health  plans,  and  creat- 
an  expensive  program  for  long-term 
%  "We're  very  conscious  that  the  re- 
ns  we're  putting  in  place  will  last  for 


generations,"  White  House  health-policy 
chief  Ira  C.  Magaziner  told  a  May  11 
meeting  of  consumer  groups. 

Talk  that  big  makes  business  leaders 
squirm.  They  fear  that  Corporate  Ameri- 
ca will  be  stuck  with  the  bill  for  a  pro- 
gram over  which  it  has  little  control. 
"Everyone  agrees  that  there  need  to  be 
changes,"  says  Edmund  T.  Pratt  Jr.,  for- 
mer CEO  of  Pfizer  Inc.  "The  thing  that 
worries  most  business  people  is  that  [the 
Administration]  will  try  to  do  too  much 
too  fast.  The  risk  is  serious." 
first  shot.  Hillary  Clinton's  Business 
Council  visit  was  the  opening  salvo  in  a 
major  White  House  campaign  to  over- 
come such  fears.  The  pitch  will  be 
straightforward,  says  aide  Alexis  M. 
Herman:  "In  order  to  ensure  a  sound 
economy,  you've  got  to  do  something 
about  health  care."  In  coming  weeks, 
White  House  officials  plan  to  use  the 
line  in  meetings  with  leaders  from  the 
Business  Roundtable,  the  U.  S.  Chamber 
of  Commerce,  and  the  National  Associa- 


tion of  Manufacturers,  and  with  owners 
of  dozens  of  small  companies.  Chief  of 
Staff  Thomas  F.  "Mack"  McLarty  III 
and  National  Economic  Council  head 
Robert  E.  Rubin,  both  former  execu- 
tives, will  play  a  key  role  in  the  corpo- 
rate sell-a-thon. 

Among  their  first  prospects:  The  Big 
Three  auto  makers,  which  want  to  un- 
load worker  and  retiree  health  costs  that 
now  total  nearly  20%  of  their  payroll.  An 
endorsement  from  Ford  Motor  Co.'s 
Harold  "Red"  Poling,  for  example,  could 
help  convince  the  public  that  what's 
good  for  Ford  is  good  for  America. 

The  problem:  A  plan  that  appeals  < 
Detroit  won't  necessarily  sway  execv 
tives  in  Silicon  Valley  or  other  region, 
where  companies  employ  younge-, 
healthier  workers  with   lower  heal^' 
costs.  Those  kinds  of  companies  would 
be  hard  hit  by  the  proposal  to  replace 
employer-paid  premiums  for  health  in- 
surance with  a  10%  payroll  tax,  for  in- 
stance. Magaziner  is  peddling  the  pay- 
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he  IN 


Clinton  is  promising  big  savings  from 

cost  controls  and  administrative  streamlining 

to  woo  cautious  executives 


roll  tax,  which  would  require  companies 
to  pay  1%  or  8rA  and  their  workers  to 
pick  up  the  balance,  as  a  way  to  make 
employers'  expenses  more  predictable. 
"He  says  to  us,  'If  we  guarantee  that 
your  costs  never  rise  above  X,  will  you 
sign  on?' "  says  Ellen  L.  Goldstein, 
health-policy  director  for  the  Association 
of  Private  Pension  &  Welfare  Plans. 
crapshoot.  That's  fine  for  old-line  man- 
ufacturers, such  as  U.  S.  auto  makers 
and  Big  Steel.  The  payroll  tax  "would 
help  employers  know  what  their  costs 
would  be,"  says  Richard  F.  O'Brien, 
General  Motors  Corp.'s  vice-president  of 
corporate  personnel.  But  it's  a  problem 
for  younger  companies.  Convex  Comput- 
er Corp.  in  Richardson,  Tex.,  fears  the 
tax  would  add  millions  to  its  health  tab 
and  reduce  its  ability  to  manage  costs. 
Once  a  tax  is  passed,  warns  John  P. 
O'Loughlin,  a  Convex  vice-president, 
"the  government  can  just  arbitrarily  in- 


crease the  tax  rate  year  by  year." 

Switching  to  a  payroll-based  health 
system  would  also  create  massive  num- 
bers of  winners  and  losers,  almost  at 
random.  Overall,  a  7%  employer-paid 
payroll  tax  would  raise  business  health 
costs  by  $48.1  billion,  reports  Lewin-vm 
Inc.,  a  Fairfax  (Va.)  health  economics 
consultant.  But  over  half  of  the  1.7  mil- 
lion companies  that  now  insure  employ- 
ees would  see  their  health  bills  rise  or 
fall  by  $1,000  per  worker  or  more:  21.9% 
of  the  companies  would  pay  large  hikes, 
while  35.6%  would  enjoy  similar  cuts. 

For  many  companies,  promises  of  low- 
er costs  are  offset  by  fears  that  they 
will  lose  control  over  benefits.  The  new 
health  plan  will  sharply  limit  "self-insur- 
ance," the  system  that  now  covers  70 
million  Americans,  in  which  employers 
design  their  own  benefits  and  pay  their 
own  claims.  And  a  flat  national  payroll 
tax-rate  would  remove  any  incentive  for 


companies  to  continue  their  local  ef 
to  curb  spending.  Making  mati 
worse,  states  are  likely  to  be  handec 
reins  over  much  of  the  new  health 
tern.  That  could  force  multistate  em; 
ers  to  conform  to  a  host  of  new  ruj 
relief.  That  fear  of  lost  control  ha 
another  key  Clinton  proposal:  meri 
workers'  compensation  with  healtl 
surance.  The  task  force  argues  it 
save  a  big  chunk  of  the  $30  billion  s 
on  workers'  comp  medical  care — as 
as  much  of  the  $13  billion  in  auto  ir 
ance  medical  payments — through 
hour  insurance"  that  treats  all  inji 
within  the  new  health-care  system.  1 
workers'  comp  costs  rising  faster 
health-care  expenses,  many  compa 
want  relief:  "If  we  could  eliminate 
workers'  comp  taxes  related  to  h« 
care,  that  would  represent  a  signifi 
savings  for  us,"  says  a  senior  execi 
at  Aluminum  Co.  of  America. 

But  insurers  and  employer  groups 
the  proposed  merger  raises  a  hos 
problems.  Employers  would  have  1 
say  over  how  injured  workers  are  ti 
ed.  And  cost-conscious  health  provi 
might  opt  for  less  intensive  treatm 
that  save  costs  but  prolong  the  time 
wages  are  paid  to  laid-up  workers. 

Even  so,  President  Clinton  is  ho 
for  the  same  fast  start  he  got  on 
economic  program,  which  soared  on 
enthusiastic  initial  support  of  busir 
But  that  plan  sputtered  when  CEOs  s 
ed  taking  a  closer  look  at  its  tax 
dens.  On  health,  business  leaders 
reading  the  fine  print  before  they  s 
Clinton  desperately  wants  a  phalan 
CEOs  to  rally  around  him  in  the  I 
Garden  when  he  rolls  out  health-can 
form.  But  if  his  plan  is  as  cosmic- 
expensive — as  business  fears,  his  in 
tions  may  be  returned  unopened. 

By  Mike  McNamee,  with  Susan 
Garland,    in    Washington,  Judith 
Dobrzynski  in   Williamsburg,  Va., 
Wendy  Zellner  in  Dallas 


WINNING  BUSINESS  OVER 


How  the  Administration  hopes  to  woo  business  support  for  health  reforr 
and  the  obstacles  the  plan  faces: 


CLINTON'S 
PITCH 


PAYROLL  TAX 


Tax  set  at  1 0%  of  payrolls 
will  put  a  predictable  cap 
on  business'  health  costs. 


WORKERS  COMP 


Merging  treatment  for 
workplace  injuries  with 
health  coverage  will 
eliminate  duplication, 
improve  care. 


CUT  ADMINISTRATION 


Cutting  out  paperwork 
will  save  $  1  00  billion  or 
more  in  health  costs. 


SELF-INSURANCE 


Big  employers  will  be 
allowed  to  opt  out  of 
the  health  alliances  an 
continue  to  run  their 
own  health  plans. 


PROBLEM 

Many  companies  now 

Businesses  fear  they'll 

Businesses  fear  strong 

Clintonites  will  put  stiff 

pay  less  than  proposed 

lose  control  over  treat- 

state-chartered "health 

rules  and  levy  large  fe 

tax.  Health  costs  are 

ment,  pay  more  in  lost 

alliances"  will  pile  on 

on  companies  that  opt 

growing  faster  than  pay- 

wages as  health  plans 

new  regulatory  burdens. 

out. 

rolls,  so  tax  rate  would  be 

prescribe  cheaper, 

under  constant  pressure. 

slower  care. 
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Commentary/by  Richard  S.  Dunham 


CAMPAIGN  REFORM  IS  GETTING  PECKED  TO  DEATH 


»n  May  6,  three  days  before  Bill 
Clinton  unveiled  his  much-bal- 
lyhooed  campaign-reform  pack- 
e,  he  attended  a  black-tie  Democratic 
rty  bash  packed  with  Beltway  lobby- 
Five  days  later,  the  apostle  of  re- 
in hit  a  glittery  New  York  gala 
ed  with  high  rollers.  It's  a  strange 
,y  of  showing  the  nation  that  the 
lite  House  is  committed  to  the  first 
ijor  campaign  cleanup 
ice  the  1970s,  when  Wash- 
jton  tried  to  mop  up  after 
;hard  Nixon's  Watergate 
uses. 

Clinton  insists  he's  a  Ross 
rot-like  zealot,  determined 

change  the  cash-and-car- 

business  of  Washington 
luence-peddling.  But  he's 
ing  to  face  a  tough  sell, 
itics  say  Clinton  cut  so 
my  deals  to  enlist  Demo- 
itic  support  for  his  re- 
rms  that  the  package 
m't  solve  the  problems  it 
«mpts  to  tackle.  The  com- 
mits come  from  his  own 
rty  as  well  as  from  the 
P.  "You  can't  call  this  re- 
•m,"  storms  Representa- 
e  Mike  Synar  (D-Okla.). 
ou  can  call  a  skunk  a  rac- 
)n,  but  it's  still  a  skunk, 
is  doesn't  pass  the  smell 
;t." 

WTiat's  wrong  with  Clin- 
l's  proposals?  Right  from 
2  start,  he  abandoned  a 


pay  for  organized  labor's  phone  banks 
and  get-out-the-vote  drives — would  be 
unaffected.  "It's  a  blatantly  partisan 
attempt  to  put  a  cap  on  the  types  of 
political  activities  Republicans  gain 
from,"  gripes  Senator  Mitch  McConnell 
(R-Ky.). 

The  plan's  limits  on  campaign  spend- 
ing also  are  riddled  with  escape  hatch- 
es. There  seems  to  be  a  limit  of 


The  first  major  attempt  at  a  cleanup 
since  Watergate  "doesn't  pass  the 
smell  test,"  says  one  Democrat 


mpaign  promise  to  end  the  corrupt- 
ly influence  of  political-action  commit- 
>s  by  limiting  PAC  gifts  to  $1,000, 
wn  from  the  current  $5,000.  Under 
sssure  from  Democratic  lawmakers, 
inton  proposes  to  impose  the  cap 
ly  on  Presidential  PAC  donations.  The 
avy  train  rolls  on  for  House  mem- 
rs,  who  would  keep  their  current 
iximum.  Senators  agreed  to  only  a 
)dest  reduction,  to  $2,500. 
bh  ceiling.  Nor  did  Clinton  make 
od  on  his  pledge  to  eliminate  soft 
>ney — the  unreported  donations  to 
ish  funds  that  are  used  by  political 
rties  and  other  groups  to  evade  con- 
bution  limits.  His  plan  only  bars  col- 
:tion  of  such  donations  by  national 
rties,  traditionally  a  Republican 
•ength.  Individuals  could  still  make 
me  large  gifts  to  state  parties,  as 
lg  as  they're  reported.  Other  forms 
soft  money — such  as  funds  used  to 


$600,000  per  House  race  and  up  to  $5.5 
million  per  Senate  contest,  depending 
on  a  state's  size.  But  the  House  spend- 
ing ceiling  is  adjusted  for  inflation 
starting  in  1992,  and  it  permits  addi- 
tional exempt  expenditures  for  fund- 
raising,  accounting,  party  donations, 
and  legal  fees.  And  candidates  with  se- 
rious primary  opposition  can  spend 
$150,000  above  the  cap.  The  limit  is  "a 
joke,"  says  former  Democratic  Nation- 
al Committee  official 
Terry  Michael.  Of  the 
2,593  candidates  in 
1992,  fewer  than  100 
exceeded  the  proposed 
ceiling. 

The  Clinton  plan 
does  try  to  reduce 
some  of  the  advan- 
tages of  incumbency 
and  replace  some  spe- 
cial-interest money 


THE  CASE  FOR 
CAMPAIGN  REFORM 


HOUSE  INCUMBENTS 


with  public  funds.  It  would  cap  total 
PAC  donations  to  both  House  and  Sen- 
ate candidates.  The  plan  also  prohibits 
lobbyists  from  donating  money  to — or 
raising  money  for — candidates  they 
had  attempted  to  influence  within  the 
previous  year.  And  it  takes  a  stab  at 
extending  pubiic  financing  to  Hill  races 
by  proposing  to  replace  lost  PAC  funds 
with  tax-financed  vouchers  for  televi- 
sion and  print  ads. 
quicksand.  Some  reform 
groups  have  embraced  the 
proposal  as  a  significant 
first  step  toward  cleaning 
up  special-interest  involve- 
ment in  federal  elections. 
But  even  the  White  House 
acknowledges  its  defects. 
Concedes  Michael  Waldman, 
the  White  House  aide  who 
drafted  it:  "This  is  not  a  per- 
fect proposal." 

The  plan  is  sure  to  face 
stiff  obstacles  on  Capitol 
Hill.  After  proposing  a  slew 
of  new  taxes,  Clinton  will 
have  a  tough  time  winning 
backing  for  a  taxpayer- 
funded  support  program  for 
politicians.  In  the  Senate, 
Republicans  could  doom  the 
proposal  with  a  filibuster.  In 
the  House,  Democratic 
women,  minorities,  hard-line 
reformers,  conservative 
Democrats,  and  the  Old 
Guard  all  have  gripes.  Even 
if  Clinton  pulls  off  a  politi- 
cal miracle,  his  plan  is  sure  to  face 
court  challenges  on  constitutional 
grounds. 

Campaign  reform  seems  to  be  fol- 
lowing a  familiar  pattern  for  the  young 
Clinton  Administration:  A  President 
who  came  to  Washington  to  shake 
things  up  gets  caught  in  the  muck  of 
Capitol  Hill  politics  by  cutting  too 
many  deals  with  powerful  Democratic 
Hill  barons.  The  result,  as  usual,  is 
likely  to  be  a  watered- 
down  compromise — or 
a  filibuster  that  leaves 
Clinton  empty-handed. 
Well,  not  exactly  emp- 
ty-handed. After  all, 
there's  still  another 
fund-raiser  to  attend. 


HOUSE  CHALLENGERS 


0 
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▲  THOUSANDS  OF  DOLLARS 


DATA:  FEDERAL  ELECTION  COMMISSION 


Richard  S.  Dunham 
covers  Congress  for 
BUSINESS  WEEK. 
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THE  WHITE  HOUSE  I 


A  ROSE  THAT  GROWS 
IN  WASHINGTON 


Top  partners  of  Hillary's  Rose  Law  Firm  in  Little  Rock  are  following  her 


For  years,  it  had  been  a  Little  Rock 
ritual:  Bill  Clinton,  professional  pol, 
and  Webster  L.  Hubbell,  prominent 
Arkansas  lawyer,  would  do  their  Christ- 
mas shopping  together  on  Christmas 
Eve.  But  when  the  election  turned  his 
pal  into  a  national  celebrity,  Hubbell  pre- 
pared to  shop  solo.  The  President-elect, 
however,  had  other  ideas.  Trailed  by  Se- 
cret Service  agents,  Clinton  hooked  up 
with  Hubbell,  and  the  two 
chums  went  on  their  tradition- 
al trip.  Turns  out  Santa  was 
good  to  Hubbell,  who  landed 
a  nomination  for  the  No.  3 
spot  at  at  the  Justice  Depart- 
ment. His  confirmation  hear- 
ings begin  May  18. 

The  45-year-old  Hubbell,  a 
partner  of  Hillary  Rodham 
Clinton  at  Rose  Law  Firm,  is 
just  one  of  a  wave  of  Rose 
partners  who  have  trekked  to 
Washington.  In  all,  four  key 
members  of  Little  Rock's 
most  influential  law  firm  have 
wound  up  with  top  Adminis- 
tration jobs.  In  addition  to 
Hubbell,  there's  the  First 
Spouse,  of  course.  Vincent 
Foster  Jr.  is  deputy  White 
House  counsel.  And  William 
H.  Kennedy  III  is  associate 
White  House  counsel. 

These  Rose  alumni  will  help 
make  decisions  on  everything 
from  health-care  reform  to 
Supreme  Court  nominees.  The 
Rose  crew  is  "reminiscent  of 
the  Georgia  mafia  that  went 
up  to  Washington  with  Jimmy 
Carter,"  says  Little  Rock  at- 
torney Sheffield  Nelson,  a  Re- 
publican who  lost  to  Clinton  in 
the  1990  gubernatorial  race. 
ON  ALERT.  But  the  firm's  tight 
ties  to  the  Clintons,  especially  Hubbell's, 
are  raising  eyebrows  on  Capitol  Hill.  Re- 
publican lawmakers  wonder  whether 
having  a  good  friend  at  Justice  makes  it 
easier  for  the  President  to  interfere  in 
the  department's  law-enforcement  ma- 
chinery. "It's  a  close,  close  network," 
warns  Senator  Alan  K.  Simpson  (R- 
Wyo.),  "and  it  bears  watching."  White 
House  Counsel  Bernard  W.  Nussbaum 
insists  that  Justice  will  remain  free  from 
interference:  "No  one's  going  to  push 


[Attorney  General]  Janet  Reno  around." 

Nonetheless,  Republicans  are  expect- 
ed to  grill  Hubbell  at  his  confirmation 
hearings.  Their  latest  beef  is  his  mem- 
bership in  the  Country  Club  of  Little 
Rock.  Clinton,  who  often  played  golf 
there  with  Hubbell,  was  criticized  during 
the  campaign  for  patronizing  the  then 
all-white  club.  (The  club  now  has  one 
black  member,  sponsored  by  Hubbell.) 


A  ROSE  IS  A  ROSE  IS  AN  INSIDER:  BILL  CLINTON  AND  WEBSTER 
HUBBELL  AT  A  RAZORBACKS'  GAME  LAST  FALL;  FORMER  ROSE 
"TEAMMATES"  VINCENT  FOSTER  AND  HILLART  RODHAM  CLINTON 


In  addition,  GOP  critics  likely  will  inquire 
about  Hubbell's  role  in  two  incidents 
that  raised  questions  about  whether  Jus- 
tice is  vulnerable  to  political  manipula- 
tion: Reno's  sudden  decision  to  seek  the 
resignation  of  all  Republican  U.  S.  Attor- 
neys in  March,  and  Justice's  move  in 
February  to  replace  a  nearly  all-white 
jury  in  the  fraud  trial  of  black  Represen- 
tative Harold  E.  Ford  (D-Tenn.). 

Official  explanations  play  down  Hub- 
bell's role  in  both  events.  The  White 


House  says  the  request  for  the  1 
Attorneys'  resignations  was  a  joint  < 
sion  by  Reno  and  the  President.  So 
60  of  93  resignations  have  been  acc 
ed.  In  the  Ford  case,  then  Acting  A 
ney  General  Stuart  M.  Gerson,  a  E 
holdover,  insists  that  the  request — w 
the  court  denied — was  his  decision  al 
Ford  later  was  acquitted. 
early  bonds.  Still,  Hubbell  clearl; 
the  chief  link  between  Justice  and 
White  House.  He  was  in  constant 
tact  with  Foster  on  Apr.  19,  during 
fiery  end  of  the  Waco  crisis.  And  his 
with  the  other  Rose  alumni  run  d 
Hubbell,  Foster,  and  Hillary — all  c 
mercial  litigators — lunched  together 
ularly,  shared  an  avid  interest  in  poli 
and  once  invested  their  bonuses  toge' 
in  an  unsuccessful  partnership.  Fos 
48,  often  covered  for  Chi 
when  she  campaigned  for 
husband. 

As  deputy  White  Ho 
counsel,  Foster  is  a  m 
player  in  the  selection  of 
Justice  officials  and  Supr 
Court  nominees.  He  broi; 
along  another  former  F 
managing  partner,  42-year 
Kennedy,  to  take  charge 
ethics  and  security  clearar 
for  top  Administration  i 
cials  after  the  Zoe  Baird  1 
co.  Foster  serves  as  the  ( 
tons'  personal  lawyer  and 
be  more  candid  with  the  F 
Couple  than  others  in  his 
fice.  "I  don't  have  to  tij 
around  them,"  he  says. 

Those  who  know  the  E 
alumni  say  they're  unlike! 
abuse  their  new  power.  E 
opponents  praise  Hubbel' 
former  Arkansas  Chief  , 
tice  and  Little  Rock  may( 
for  his  integrity.  "We  ha 
lot  of  handshake  deals,"  s 
Theodore  C.  Skokos,  a  L 
Rock  attorney.  "He  alw 
did  what  he  said  he'd  do.' 

Back  in  Arkansas,  Ro 
business  is  booming.  The 
year-old  partnership,  wh 
33  partners  remain,  is  tal- 
on more  Washington  wi 
But  it  has  no  plans  to  switch  from  k 
work  to  lobbying.  The  firm  doesn't  e 
plan  to  open  a  Washington  office. 

Rivals  sense  a  certain  false  modest 
all  this.  "They  don't  need  a  D.  C.  offi< 
scoffs  attorney  Nelson.  "They  hav 
D.  C.  office  right  there  at  the  Admi 
tration."  Well,  not  quite.  But  the  F! 
transplants  clearly  could  be  far  rr 
powerful  in  Washington  than  they  w 
in  Little  Rock. 

By  Catherine  Yang  in  Washing 
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UNO  UP  FOR  JOBS  IN  CONCORD,  N.  H.:  DID  ADP  MISCOUNTS  SKEW  GOVERNMENT  DATA? 


i  NUMBER-CRUNCHER 
IETS  AN  'E'  FOR  ERRORS 


jtomatic  Data  Processing  has  flubbed  some  big  jobs  lately 


ATEGIES 


ith  fewer  than  72  hours  to  go 
until  its  Apr.  22  annual  meet- 
ing, there  was  havoc  in  CPC 
ternational  Inc.'s  executive  suite.  Cor- 
rate  Secretary  John  B.  Meagher  had 
:eived  only  72.4  million  shareholder 
tes,  too  few  for  a  quorum.  The  culprit: 
itomatic  Data  Processing  Inc.,  the  gi- 
|  information  handler  that  distributed 
d  tabulated  the  proxies.  Fumes 
sagher:  "Everybody  gets  anxious 
len  we  don't  know  three  days  before 
lether  we'll  be  able  to  hold  a  meeting 
jally."  After  a  last-minute  rush,  ADP 
inaged  to  process  enough  votes — but 
en  then,  about  4%  went  uncounted. 
Meagher  wasn't  the  only  executive 
;ing  his  nails  this  proxy  season.  Martin 
irietta  Corp.  lacked  a  quorum  for  its 
ir.  25  special  meeting  to  approve  its 
rchase  of  General  Electric 
Is  aerospace  business  un- 
a  day  or  two  beforehand. 
:cording  to  a  spokesman, 

0  Norman  R.  Augustine 
is  so  concerned  that  he 
oned  Josh  S.  Weston, 
>P's  CEO,  to  complain.  Mar- 

1  Marietta  ended  up  with  a 
orum,  but  with  16%  fewer 
tes  than  usual. 
The  1993  proxy  season,  in- 
ed,  was  a  royal  mess:  Of- 
ials  at  several  large  pen- 
>n  funds  fear  that  adp 
In't  count  their  ballots  at 
I — potentially  breaching 
e  integrity  of  corporate 


elections  at  such  companies  as  Para- 
mount Communications,  Pfizer,  and 
McGraw-Hill,  parent  of  BUSINESS  week. 
Says  Kurt  Schacht,  general  counsel  of 
the  Wisconsin  Investment  Board,  which 
has  assets  of  $33  billion:  "Shareholder 
initiatives  are  difficult  enough  without 
dealing  with  a  system  that  does  not  tab- 
ulate votes  correctly." 
bad  software?  adp  officials  declined  to 
comment,  but  an  Apr.  24  memo  sent  by 
ADP  Proxy  Services  Div.  President  Rich 
Daly  to  corporate  issuers  and  transfer 
agents  and  obtained  by  BUSINESS  WEEK 
confirms  that  adp  failed  to  count  about 
5%  of  the  votes  in  an  undisclosed  num- 
ber of  corporate  elections.  Daly  blamed 
"a  programming  bug"  that  was  "imme- 
diately corrected." 
Many  shareholder  groups  aren't  so 


sure.  They're  calling  for  audits  and  reg- 
ulatory scrutiny  into  the  increasingly  im- 
portant role  in  corporate  elections  of 
adp,  which  handles  707'  of  all  corporate 
proxies,  adp's  long-held  reputation  for 
reliability  was  tarnished  further  on  May 
7  when  the  Bureau  of  Labor  Statistics 
revealed  that  employment  data  it  col- 
lects through  state  governments  from 
adp  and  other,  smaller  firms  were  re- 
sponsible for  inflating  job-gain  figures  in 
the  late  1980s  and  exaggerating  job 
losses  until  1991  by  about  540,000  jobs. 

The  bls  blamed  the  inaccurate  em- 
ployment figures  on  the  computer  soft- 
ware that  adp  and  other  firms  use.  Since 
the  BLS  was  receiving  the  adp  data 
through  state  agencies,  it  took  years  to 
discover  that  adp  was  counting  the  num- 
ber of  paychecks  issued  instead  of  the 
number  of  people  paid,  as  the  BLS  asks. 
ADP's  data  "reach  now  into  the  whole 
fabric  of  our  financial  and  economic  re- 
porting in  this  country,"  notes  BLS  Asso- 
ciate Commissioner  Thomas  J.  Plewes. 
ADP  wouldn't  comment  on  the  problem. 

Why  the  chaos?  Institutional  investors 
believe  that  vote-tabulation  problems  ac- 
tually existed  in  the  past,  but  not 
enough  to  be  noticed.  That  they're  show- 
ing up  now  may  be  a  function  of  adp's 
aggressive  acquisition  strategy,  which 
has  added  bulk  and  complexity  to  all  its 
key  businesses  in  the  last  18  months. 

In  proxy  services,  ADP  acquired  its 
only  sizable  rival,  Independent  Election 
Corp.  of  America,  last  year  in  a  deal  that 
gave  it  a  virtual  lock  on  the  market. 
After  the  deal,  adp  scrapped  ieca's 
more  sophisticated  computer  system  in 
favor  of  adp's  existing  program,  which 
was  unable  to  handle  the  volume  and 
complexity  of  its  newly  expanded  role, 
says  John  C.  Wilcox,  chairman  of  Geor- 
geson  &  Co.,  a  major  proxy-solicitation 
firm.  Wilcox  says  he  met  with  Daly  and 
other  ADP  executives  in  early  November 
and  was  told  the  software  problems 
would  be  fixed. 

no  choice.  The  problems  have  broad  im- 
plications, given  that  for  most  custom- 
ers, adp  is  the  only  place  to  go  for  proxy 
services.  "How  do  we  know 
our  votes  get  counted?" 
says  Maryellen  Andersen  of 
the  Connecticut  Office  of 
the  Treasurer,  which  saw 
the  votes  for  its  200,000 
shares  in  the  Paramount 
election  go  uncounted  until  a 
recount  found  them  missing. 
"adp  has  a  monopoly,  and 
there  really  isn't  any  control 
of  them." 

That  may  change.  Inves- 
tor groups  and  corporations, 
overwrought  with  adp's 
fumbles,  are  taking  their 
concerns  to  the  SEC  and  Con- 
gress in  the  hopes  of  mak- 
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ADP  HITS  A  ROUGH  PATCH 

ENIPLOYNIENT  HICCUPS  ADP  misreported  labor  data,  thus  in- 
flating job-growth  figures  for  the  late  1980s  and  exagger- 
ating job-loss  figures  until  early  1991.  ADP  won't  comment. 

PROXY  CHAOS  This  spring,  ADP  improperly  counted  share- 
holder vofes  in  proxy  contests  at  several  large  corpora- 
tions. It  blamed  computer  glitches. 

UNWANTED  ATTENTION  Alarmed  by  such  slip-ups,  Repre- 
sentative Edward  J.  Markey  may  propose  legislation  to 
ensure  that  ADP's  glitches  don't  recur. 

DHU  Wmm  REPORTS.  BUSINESS  WEK 


ing  sure  adp  cleans  up  its  act.  Represen- 
tative Edward  J.  Markey  (D-Mass.), 
chairman  of  the  House  subcommittee  on 
telecommunications  and  finance  is  con- 
sidering shareholder-rights  legislation 
that  could  affect  adp.  He  is  scheduled  to 
meet  with  adp  and  irate  shareholders  in 
late  May,  says  an  aide  who  notes  that 
adp  "is  relied  on  to  be  impeccable,  to  say 
that  these  numbers  are  good." 


Barring  severe  regulatory  action, 
though,  it's  unlikely  that  the  turmoil  will 
seep  down  to  adp's  bottom  line.  The  Ro- 
seland  (N.J.)  company  is  simply  too 
powerful.  It  processes  paychecks  for  16 
million  Americans — easily  the  biggest 
share  among  independent  firms — and 
counts  proxies  for  most  public  compa- 
nies. Such  dominance  has  brought  dou- 
ble-digit earnings  growth  for  a  stunning 


127  consecutive  quarters — most  rec( 
ly,  in  the  quarter  ended  Mar.  31,  wl 
profits  jumped  16%,  to  $92.5  million, 
12%-  sales  growth.  "This  is  more  of 
embarrassment,"  says  Merrill  Lynch 
Co.  analyst  Stephen  T.  McClell 
"Those  glitches  happen."  Try  explain 
that  to  an  angry  corporate  secretary 
By  Elizabeth  Lesly  in  New  York,  u 
bureau  reports 


COMPUTERS  I 


DIGITAL'S  'TROJAN  HORSE' 

— OR  JUST  ANOTHER  ALSO-RAN? 


DEC  is  hoping  a  new  PC  version  will  boost  its  Alpha  line 


On  May  25,  Digital  Equipment 
Corp.  plans  to  storm  the  person- 
al-computer market  with  what  it 
claims  will  be  the  fastest  machine  ever 
to  run  Microsoft  Corp.'s  popular  Win- 
dows software.  As  of  then,  crows  DEC 
Vice-President  Enrico  Pesatori,  DEC  will 
have  "the  hottest  PC  with  the  coolest 
operating  system." 

Or  so  it  hopes.  At  the  heart  of  the  new 
PC  is  DEC's  Alpha 
semiconductor  tech- 
nology, introduced 
last  November  as 
the  long-awaited 
successor  to  the 
company's  aging 
VAX  minicomputer 
line.  Despite  spitfire 
speed,  a  lack  of  soft- 
ware has  hobbled 
Alpha  sales.  Ana- 
lysts estimate  that 
dec  has  sold  fewer 
than  4,000  Alpha 
machines.  With  VAX 
sales  faltering,  Wall 
Street  now  figures 
DEC  will  post  a  $200 
million  operating 
loss  for  fiscal  1993, 
ending  June  26.  Not 
as  grim  as  its  $636 
million  operating 
loss  in  1992,  but  a 
frustrating  start  for  Robert  B.  Palmer, 
who  became  DEC's  Chief  Executive  just 
eight  months  ago. 

In  the  long  term,  DEC  needs  Alpha  to 
succeed,  if  it  is  to  maintain  its  important 
role  in  the  computer  industry — and  the 
new  Alpha  PC  is  key  component  of  the 
strategy.  Priced  at  just  $5,000  to  $7,000, 
the  PC  is  supposed  to  keep  VAX  custom- 
ers on  board.  And  if  it  does  well,  it  could 
win  new  customers  by  giving  them  a 
low-cost  taste  of  Alpha's  top-ranked  per- 


formance. "Alpha  PC  has  the  potential  to 
be  Digital's  Trojan  horse,"  says  Interna- 
tional Data  Corp.  market  researcher 
Chris  Christiansen. 

Still,  DEC  faces  some  withering  compe- 
tition. A  flood  of  new  PCs  based  on  Intel 
Corp.'s  powerful  Pentium  microproces- 
sor is  due  out  soon,  although  Intel  is 
being  hampered  by  shortages  of  the  new 
chip  (page  44).  And  companies  such  as 


going  to  be  a  mass-market  item.  A  v 
small  segment  of  the  PC  market  is  rei 
for  a  machine  like  that,"  warns  Willi 
M.  Bluestein,  a  market  researcher 
Forrester  Research  Inc. 

Even  big  DEC  customers  seem  1 
than  enthusiastic.  At  Aetna  Life  &  Ca 
alty  Co.,  for  instance,  Alpha  hardw 
and  Windows  software  "are  two  se 
rate  issues,"  says  Lyle  C.  Anders 
chief  technology  officer.  He  reckons  t 
he  can  run  Microsoft's  Windows  NT  oj 
ating  system  on  more-familiar  In 
based  PCs.  At  Rockwell  Internatio 
Corp.,  "we  like  what  we  see,  but  we 
not  acted,"  says  James  F.  Sutter,  v 
president  for  information  systei 
"We're  guided  by  our  own  budgetin 
And  last  year,  HMO  America  Inc.,  a  ( 
cago  health  maintenance  organizati 


WAITING  FOR 
LIFT-OFF 


Three  years  in  the  making,  Alpha  comput- 
ers haven't  gained  enough  momentum  to 
supplant  sales  of  Digital  Equipment's 
graying  VAX  minicomputers.  Here 's  the 
story  so  far: 

OCTOBER,  1990  DEC  promises  speedy 
new  computers  to  replace  VAX 

FEBRUARY,  1992  DEC  introduces  the  Al- 
pha chip,  the  high-speed  advancement  at 
the  heart  of  the  new  computer  line 

NOVEMBER,  1992  The  first  minicomput- 
ers and  workstations  using  Alpha  are  de- 
livered to  customers 

MAY,  1993  With  Alpha  sales  totaling  a 
tepid  3,000  to  4,000  units,  DEC  unveils  a 
low-priced  Alpha  personal  computer 

DATA:  COMPANY  REF0RTS,  INTERNATIONAL  DATA  CORP. 


ROCKWELL'S  SUTTER:  "WE  LIKE  WHAT  WE  SEE' 


IBM,  Hewlett-Packard,  and  Sun  Micro- 
systems are  doing  well  at  Alpha's  ex- 
pense, says  Morgan  Stanley  &  Co.  ana- 
lyst Steven  Milunovich. 
software  gap.  dec  faces  plenty  of  oth- 
er challenges,  too.  Although  its  own 
sales  of  Intel-based  PCs  will  likely  double 
in  this  fiscal  year,  to  about  $1  billion,  it 
hasn't  cracked  the  big  computer  retail 
chains  that  most  PC  makers  favor.  As  a 
result,  dec  remains  effectively  absent 
from  the  PC  mainstream.  "Alpha  PC  isn't 


worried  by  a  dearth  of  Alpha  softws 
decided  to  keep  buying  VAXes. 

DEC  is  making  a  big  effort  to  rem< 
the  situation.  It's  lending  Alphas  to  c 
tomers  and  spending  heavily  to  persu; 
software  developers  to  target  the  i 
chine.  By  June  30,  it  expects  2,600  p 
grams  for  Alpha  to  be  available.  S' 
Alpha  has  to  make  a  big  jump  forw; 
before  it  can  pull  DEC  out  of  the  si 
lane. 

By  Gary  MeWilliams  in  Bos 
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Lexmark 
announces 


Select  tm  optional 
networking  card,  and  wink 
with  multiple  operating 
s  vstems  simultaneously. 


Two-sided  printing  is  an 
available  option  on  every 
model,  to  save  paper, 
filing  space,  and  to  help 
save  the  environment. 


The  advanced 
intelligence  Lexmark 
builds  into  the  new 
IBM®  LaserPrinter4(  139 
family  is  equalled  only 
by  the  brilliant 
economics  behind  it. 
To  start,  each  of  the  five  new 
LaserPrinters  is  compatible  with 
PostScript® and  PCL5 — saving 
you  up  to  $775  over  competitive 
printers.  And  Lexmark's  SmartSwitch  chooses  the 
right  language  for  each  job,  automatically. 


me  new  LaserPrinters 
'eliver  10, 12,  or  16  pages 
er  minute.  And  the  smart 
st  price /performance  in 
he  business 


There's  up- 
gradable code,  so 
you  can  add  new  capa- 
bilities. Acompact 
footprint,  to  save  space 
Fast-thinking  RISC 
processors.  And  an 
optional  snap-on 

duplexer — for  two-sided  laser  printing  at  a 
breakthrough  price.  600  dot-per-inch  printing 
is  standard, with  Print  Quality  Enhancement 
Technology  and  new  PictureGrade™  process- 
ing, for  superb  print  quality.  Lexmark's 
marathon  performance  print  cartridge  saves 
you  16%  or  more  over  the 
competition's  cost  per  page. 
And  these  LaserPrinters 
have  a  real  genius  for 
networking. To  fit 
smoothly  into  your 
LAN,  and  your 
LAN  budget. 
The  new  IBM  LaserPrinters  come  from 
Lexmark,  the  independent,  worldwide 
company  formed  from  a  division  of  IBM. 
And  dedicated  to  a  simple  design  philosophy: 

listen  to  what  customers   

want.  Bring  it  to  market  F'CL5  Language 

fast.  And  back  it  PostScript  Language* 

with  quality,  support, 
and  responsiveness. 
For  your  nearest  dealer,  call 
1  800  358-5835  (in  Canada, 
1  800  663-7662). 

You'll  see  why  you  don't  need  bigger,  more  expen 
sive  laser  printers.  Just  smarter  ones. 


IBM  Personal  Printers  by 

Lexm4vrk„ 

Make  Your  Mark 


\<>ur  new  Laser  Printer  is 
compatible  with  both  industry 
standards,  right  out  oj  tlu-  box, 


ist  per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  as  compared  to  HP  LaserJet  4  print  cartridge  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U  S  and  other  countries 
id  is  used  under  license  AIX  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated  Novell  and  NetWare  are  registered 
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INVESTIGATIONS  I 


A  JAPANESE  LAUNDRY 
WORTH  $1  BILLION? 


The  FBI  may  have  traced  a  scheme  for  circulating  illicit  yen  in  the  U.S. 


2 


3 
4 


I  e  remains  a  legend  in  Las  Vegas. 
Flying  in  from  Tokyo  on  his  pri- 
Ivate  DC-9,  often  accompanied  by 
dozens  of  his  friends,  Ken  Mizuno  would 
hit  the  baccarat  pits  at  the  glittery  Mi- 
rage Hotel  &  Casino,  at  times  dropping 
$100,000  on  a  single  hand.  Local  officials 
estimate  that  over  a  three-year  period, 
Mizuno  lost  as  much  as  $60  million  at 
the  tables.  The  problem  was,  law-en- 
forcement officials  in  the  U.  S.  and  Ja- 
pan now  believe,  the  cash  wasn't  his  to 
spend. 

Mizuno  himself 
was  arrested  in  To- 
kyo last  summer  and 
has  pleaded  not 
guilty  to  fraud  and 
tax  evasion;  his  at- 
torney did  not  return 
BUSINESS  WEEK'S 
telephone  calls.  But 
officials  on  both 
sides  of  the  Pacific 
are  convinced  that 
the  property  develop- 
er is  one  of  dozens 
of  money-laundering 
foot  soldiers  working 
for  Japan's  powerful 
yakuza  organized- 
crime  networks. 
"There's  more  mon- 
ey-laundering activi- 
ty by  them  than  drug  trafficking"  in  the 
U.  S.,  says  Jim  E.  Moody,  chief  of  the 
Federal  Bureau  of  Investigation's  orga- 
nized-crime and  drug  section.  In  all,  oth- 
er FBI  officials  estimate,  upwards  of  $1 
billion  in  illicit  money  was  channeled  to 
the  U.  S.  as  Japanese  mobsters  joined  in 
the  real  estate  boom  of  the  1980s. 
common  targets.  U.  S.  Customs  and 
FBI  officials  are  said  to  be  looking  into 
the  $108  million  purchase  in  1988  of  the 
famed  Riviera  Country  Club  in  Los  An- 
geles by  a  construction  company  owned 
by  Kaneno  and  Noboru  Watanabe,  a  fa- 
ther-son team  with  alleged  ties  to  Shin 
Kanemaru.  Kanemaru,  the  longtime 
power  broker  of  Japanese  politics,  re- 
signed from  the  Diet  last  autumn  after 
the  discovery  that  he  had  accepted  an 
illegal  campaign  donation  from  the  head 
of  a  delivery  service  with  yakuza  ties. 

The  Watanabes,  in  a  letter  to  Riviera 
members,  denied  a  May  2  Los  Angeles 
Times  report  that  they  and  their  compa- 


ny used  dirty  money  to  buy  the  club, 
although  they  admit  knowing  Kane- 
maru. "Mr.  Noboru  Watanabe  has  ad- 
vised us  that  there  is  no  ground  for  the 
allegations,"  Riviera  General  Manager 
Peter  J.  Pino  wrote  in  the  May  4  letter. 
BUSINESS  WEEK  did  not  reach  Kanemaru 
for  comment. 

The  Riviera  is  just  the  kind  of  invest- 
ment Japanese  crime  families  might  cov- 
et. The  networks  earn  an  estimated  $10 
billion  a  year  from  drugs,  prostitution, 


informant  with  ties  to  the  yakuza  t 
Senate  subcommittee  that  he  had 
hand  knowledge  of  at  least  50  tra; 
tions  to  buy  properties  in  Hawaii  a 
The  witness — known  only  as  "Mr. 
ly" — told  the  subcommittee  that  P( 
Beach  Golf  Links  was  purchased  by 
anese  executive  Minoru  Isutani  in 
with  loans  from  a  Tokyo  bank's  dev 
ment  unit  with  links  to  the  yakuza 
money  trail.  Isutani,  who  had  hop< 
sell  Pebble  Beach  memberships  in  J 
for  up  to  $740,000  apiece,  sold  the 
at  a  $340  million  loss  in  1992,  after 
officials  blocked  development  plans, 
tani  says  he  was  visited  by  FBI  agen 
Tokyo  in  1991,  but  no  action  was 
"I  am  clear  of  these  allegations,"  he 
the  San  Francisco  Examiner  last ; 

The  FBI  has  active  investigations 
yakuza  money  laundering  in  Los  A 
les,  Las  Vegas,  Honolulu,  and  ] 


DIRTY  GREEN 
ON  THE  GREENS 


How  the  Japanese  allegedly  use  Ameri- 
can country  clubs  to  launder  cash 

1 Investors  lend  illegally  obtained  money 
to  a  private  investment  company 


Investment  company  uses  new  cash  to 
buy  a  golf  club  or  resort  in  the  U.S. 


The  resort  property  collects  huge  fees 
for  new  members 

Resort  fees — the  "clean"  money — 
are  funneled  back  to  original  investors 


5 


Eventually,  the  investment  company 
sells  its  properties,  sometimes  at  a  loss 


DATA:  FEDERAL  BUREAU  OF  INVESTIGATION,  BUSINESS  WEEK 
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L.A.'S  RIVIERA  COUNTRY  CLUB:  PURCHASED  FOR  $108  MILLION 


and  other  illegal  activities,  according  to 
the  Japanese  National  Police.  They  pour 
much  of  the  proceeds  into  investment 
companies,  which  "systematically  infil- 
trate" cash-churning  U.  S.  and  Japanese 
businesses  "to  launder  their  illegal 
funds,"  according  to  an  FBI  report.  Golf 
clubs  have  been  common  targets  (table). 

There  are  several  ways  the  money 
could  travel.  Mizuno  is  charged  with 
overselling  by  about  20  times  member- 
ships in  his  Ibaraki  Country  Club,  two 
hours  north  of  Tokyo,  then  funneling 
the  excess  cash  into  U.  S.  investments — 
notably  two  golf  clubs  that  now  have 
been  seized  by  U.  S.  Customs  as  security 
for  his  Japanese  debts.  But  organized- 
crime  leaders  also  infiltrated  Japanese 
banking  institutions,  helping  to  secure 
loans  for  front  companies  they  estab- 
lished, the  FBI  says. 

Such  activity  has  been  widely  as- 
sumed in  Japan  but  was  not  well-known 
in  the  U.  S.  until  last  August,  when  an 


Springs,  Calif.  Worried  that  the  mc 
laundering  activities  could  be  the 
step  toward  drug  and  prostitution  oj 
tions,  the  bureau  is  looking  as  we 
Japanese  investments  in  such  cash- 
erating  activities  as  pachinko  pii 
parlors  and  karaoke  bars.  But  FB 
forts  have  been  stymied  by  the  abs 
of  money-laundering  laws  in  Japan. 

Until  tougher  laws  are  written, 
and  Customs  officials  will  continu 
follow  the  money.  One  favorite  targ 
Vegas,  where  casinos  have  traditioi 
catered  to  cash-rich  Asians.  Th 
where  agents  ran  across  the  late  * 
Yasuda,  whose  1988  attempt  to  g 
license  to  run  the  Aladdin  Hotel  &  < 
no  failed  after  an  investigation  intc 
possible  mob  connections.  And  tl 
where  they  got  their  first  look  at 
Mizuno,  the  man  with  money  to  bui 

By  Ronald  Grover  in  Los  Angeles, 
Catherine  Yang  in  Washington  and  Ri 
Neffin  Tokyo 
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Rockwell  battles  gridlock 
with  military  technology. 
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We're  converting  our 
defense  electronics  to 
create  smart  highways 
for  tomorrow. 


Today  U.S.  cities  are  enlist- 
ing Rockwell's  expertise  in 
sensors,  signal  processing, 
communications  and  software 
to  develop  new  transportation 
systems  that  will  eliminate 
highway  congestion,  reduce 
pollution  and  increase  safety. 

Rockwell  is  converting  its 
defense  technology  to  numer- 
ous commercial  needs. 
From  adapting  GPS  systems 
to  revolutionize  civilian  and 


commercial  navigation.  To 
applying  rocket  engine  tech- 
nology to  increase  the  speed 
of  our  printing  presses.  And 
using  Computational  Fluid 
Dynamics  to  streamline  sun- 
roof designs. 

Rockwell  constantly  seeks 
new  ways  to  best  serve  its 
customers.  Finding  new  routes 
to  leadership  in  the  Electronics, 
Aerospace,  Automotive  and 
Graphics  markets  we  serve. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


SPORTS  BUSINESS 


COMISKEY  PARK:  BY  FALL,  1994,  ONLY  HALF  THE  PLAY-OFF  GAMES  WOULD  BE  ON  CHICAGO  TV 


BASEBALL:  SOMETHING 
FOR  EVERYBODY — TO  HATE 


Fewer  telecasts,  less  money,  angry  fans,  suspicious  players 


Two  blocks  from  Chicago's  fabled 
Wrigley  Field,  the  six  pitching  ma- 
chines at  Slugger's  sports  bar 
thwunk  baseballs  toward  shaky  batters. 
Nearby,  television  screens  light  up  the 
action  of  four  different  Major  League 
games.  Overseeing  the  machines,  Har- 
vey Berger,  48,  is  incredulous  at  the 
news:  Come  October,  1994,  only  about 
half  of  baseball's  playoff  games  will  be 
available  for  viewing  on  Chicago  televi- 
sion. "It  would  be  a  travesty  for  base- 
ball fans,"  says  Berger. 

Fans  aren't  the  only  ones  balking  at 
the  unorthodox  new  network  broadcast 
deal  between  Major  League  Baseball 
and  ABC  and  NBC.  The  six-year  pact,  an- 
nounced on  May  8,  would  scrap  the  huge 
fees  that  baseball  usually  charges  net- 
works for  the  right  to  telecast  games. 
Instead,  the  league  would  form  a  joint 
venture  with  ABC  and  NBC  to  sell  adver- 
tising and  split  the  pro- 
ceeds. Even  by  the 
league's  most  optimistic 
projections,  baseball 
owners  stand  to  make 
40%  less  than  the  $265 
million  a  year  CBS  is 
now  paying. 

The  owners  haven't 
ratified  the  deal  yet, 
but  the  fine  print  al- 
ready i:as  some  of  them 
steaming.  At  least  eight 
major-market  owners 
are  unhappy  about  hav- 


ing to  drop  12  games  from  their  local 
broadcast  and  cable  contracts.  Others 
worry  that  regionalizing  telecasts — 
showing  different  games  in  different 
sections  of  the  country — may  lead  to 
lower  interest  in  the  World  Series.  And 
fans  might  miss  the  tradition  of  Satur- 
day afternoon  games.  Now,  all  games 
will  air  in  prime  time. 
late  call.  What's  more,  the  players' 
union  is  miffed  that  the  league  didn't 
brief  union  chief  Donald  M.  Fehr,  about 
the  pact  until  the  last  minute.  That  may 
complicate  labor  talks  between  Fehr  and 
the  owner's  representative,  Richard  Ra- 
vitch,  scheduled  to  start  some  time  after 
the  All-Star  break  this  July. 

Certainly,  the  owners  couldn't  hope  to 
do  as  well  as  they  did  last  time  around. 
CBS  has  lost  $500  million  on  its  four-year, 
$1.1  billion  contract.  But  that  won't 
make  it  any  easier  for  financially 


A  WHOLE  NEW  BALL  GAME 


Baseball's  proposed  TV  deal  means  changes  for  teams,  players,  and  networks: 
THE  TEAM  ABC,  NBC,  and  Major  League  Baseball  each  would  pay  $14  million 
into  a  venture  to  broadcast,  sell  advertising,  and  split  proceeds  from  telecasts. 
PLAY-BY-PLAY  Networks  would  air  selected  regional  contests  weekly  during 
the  final  12  weeks  of  the  regular  season.  Divisional  play-offs,  expanded  to  in- 
clude wild-card  teams,  would  be  broadcast  regionally. 

THE  SCORE  Profit-sharing  would  replace  up-front  rights  fees,  with  MLB  collecting 
at  least  80%  of  the  venture's  income.  Baseball's  28  teams  would  split  roughly 
$1  58  million  from  national  TV  next  year,  vs.  $265  million  under  its  deal  with  CBS. 

DATA  MAJOR  LEAGUE  BASEBALL 


strapped  teams:  National  broadcast 
cable  rights  now  kick  in  25%  of  1 
ball's  total  revenues.  Under  the 
plan,  the  league  would  receive  88' 
the  ad  revenue  raised  by  the  ventu 
1994,  and  80%  a  year  for  the  rest  o: 
contract  (table). 

But  the  league  still  thinks  it 
something  of  value:  prime-time  rej 
and  post-season  TV  exposure.  The 
would  also  add  an  extra  round  of 
card  play-offs.  Philadelphia  Phillies 
er  Bill  Giles,  who  helped  negotiate 
package,  says  ABC  and  NBC  are  con 
tually  obliged  to  promote  baseba' 
much  as  any  other  sporting  evenl 
eluding  the  Olympic  Games.  "We'r 
going  to  work  our  fannies  off  to  r 
this  work,"  he  says. 
extra  innings.  They'll  be  busy.  . 
time  when  sports  such  as  hockey 
basketball  are  raising  their  national 
file,  the  regional  schedule  may  be  t< 
to  sell  to  fans  and  sponsors.  The  le; 
championship  series,  for  example,  ( 
air  in  only  17%  of  the  country  if 
small-market  teams  are  playing, 
deal  stinks,"  says  one  TV  executive 
has  negotiated  previous  baseball  d 
"They're  going  in  the  opposite  dire 
from  the  sports  that  have  grown." 

Baseball's  broadcasters  disag 
Sports  such  as  college  football  tl 
with  a  regional  focus,  says  ABC  Sj 
President  Dennis  D.  Swanson.  Anc 
extra  round  of  play-offs  will  pump 
into  baseball's  flaccid  TV  ratings:  "I 
now,  the  schedule  deteriorates  aftei 
division  titles  are  locked  up." 

Convincing  the  players,  though,  i; 
other  matter.  Their  contract  says 
must  approve  the  league's  plans  fo 
extra  round  of  play-offs.  But  so  far 
TV  deal  has  generated  only  ill  will 
recriminations.  Fehr  claims  that  Ra' 
phoned  late  on  May  5  and  gave  him 
12  hours  to  approve  an  extra  round 
vitch  says  no  such  deadline  existed 
that  he  had  no  obligation  to  inform  I 
League  management  is  scramblin 
smooth  feathers.  Milwaukee  Bre' 
owner  Allan  "Bud"  Selig,  baseball's 
ing  commissioner,  says  the  TV  deal  a 
new  labor  pact  are 
nerstones  for  base! 
future.  "For  all  th 
work,  there  is  goin 
have  to  be  a  reasc 
mature  effort  by 
parties,"  he  says.  ( 
bine  dwindling  ad  i 
nue  with  a  frayed  1 
relationship,  thoi 
and  such  a  disco 
seems  a  quixotic  he 
By  Dairid  Greisin 
Chicago,  with  A 
La  tidier  in  New  Yon 
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ecurity  Defined. 


Defined  Asset  FunJsSM  are  unit  investment  trusts  that  can  help  define  security. 
Especially  if  your  definition  includes  having  money  and  the  time  to  enjoy  it. 
Consider  our  Defined  Corporate  Income  Funds,  Insured  Series.  These  AAA.-rated 

Funds  offer  attractive  monthly  income  and  the  protection  oj  credit  insurance* 
Ask  your  financial  professional  ahout  Defined  Funds.  Call  1 -800-662 -2Q26,  ext  253. 


 Merrill  Lynch  

Shearson  Lehman  Brothers  •  Paine  Webber  •  Prudential  Securities  •  Dean  Witter 


'or  more  complete  information  including  all  charges  and  expenses,  request  a  free  prospectus.  Read  it  carefully  before  investing.  *The  investment  is  still  subject  to  market  risk.  The  terms  of  insurance  are 
escnbed  in  the  prospectus.  No  representation  is  made  as  to  the  issuer's  ability  to  meet  its  commitments.  The  rating  results  from  insurance  which  guarantees  these  payments-not  market  value,  which  fluctuates. 


Yovl  can  take  any 
notebook  on  a  plane.  Wit\i  ours, 
you  can  fly  it. 


irlines  allow*  you  two  carry-on  items;  make  one  an  AST 


PowerExec  notebook.  The  4/25SL,  for  instance,  actually 


gives  you  enough  power  to  autopilot  a  jumbo  jet.  But  you  may  prefer  to 


use  it,  instead,  tor  up  to  6%  hours  of  non-stop  computing,  the  longest 


batten"  life  PC  Magazine  has  seen  from  any  486-based  portable'.  When 


you  land,  use  the  two  PCMCIA  slots  to  send  or  fax  information 


anywhere.  And  while  the  delivers  the  //S? 


best  performance  in  every  category 
PC  Magazine  tests  for,  there  are  five  other 
PowerExec  models,  starting  at  under  S  1,300."  For  more  information, 
call  80(  )-876-4AST.  For  flight  reservations,  call  your  travel  agent. 
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The  Product  Of  Our  Obsession. 
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POWEREXEC 
FAMILY 


FLEXIBLE 

Six  basic  models.  Customize 
with  doc  king  stations,  removable 
hard  drives  to  200MB, 
security  features,  upgradable 
processors  and  screens 


POWEREXEC  4/25SL 

Intel  486SL/25  microprocessor, 

optional  active-matrix  color 
display.  3.3-volt  technology  for 
longer  battery  life  Up  to  32MB 
of  RAM  "...top  numbers  in  every 
test  category"  -  PC  Magazine 


POWEREXEC  3/25SL 

Intel  386SL/25  microprocessor, 

optional  ac  tive-matrix  color 
display  64KB  of  external  cache. 
Up  to  20MB  of  RAM  Two 
PCMCIA  slots  A  Windows 
Magazine  "Best  Buy" 


POWEREXEC  EL 

Intel  386SL/25  microprocessor 

with  optional  passive  color 
display  AST  Intelligent  Power 
Management  One  PCMCIA 
slot.  Priced  from  under  $1,300" 


SUPPORT 

7i<sf  what  you'd  expect  from  a 
Fortune  500  company.  Technical 
support  24  hours  a  day, 
seven  days  a  week.  ExeCare" 
Plus  inc  ludes  free  one-year 

warranty  with  48-hour 
expedited  repair  or  optioned 
24-hour  replacement  coverage. 


Ccdl  for  more  information 

800-876-4AST 


PC  Magazine,  April  27.  1993  All  other  trademarks  are  the  property  of  their  respei  Hue  owners  'Battery  lije  may  vary  "Estimated  U  S  reseller  selling  price,  Power  Exec  EL  Model  63  Reseller  Brit  inn  will  vary 
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AN  UPTICK 
IN  HOUSING? 

With  interest  rates  at  record 
lows,  home  sales  should  be 
booming.  Not  so.  Sales  of  new 
and  existing  homes  were  off 
1.7%  in  March,  to  an  annual 
rate  of  4  million.  But  that  may 
change  soon.  Of  2,1 98  adults 
polled  from  Apr.  7-23,  far  more 
were  optimistic  about  buying 
a  home  this  year  than  last. 

Percent  who  say...         1992  1993 


Now  is  a  good  time 

62% 

72% 

to  purchase  a  home 

They  are  in  the 

9 

12 

market  for  a  home 

Affordable  housing  is 

35 

26 

one  of  America's  top 

two  or  three  problems 

They  are  worried  about: 

•  Keeping  income 

44 

25 

high  enough  to  meet 

mortgage  payments 

•Job  security 

29 

16 

DATA  FANNIE  MAE  NATIONAL  HOUSING  SURVEY 


THE  HEAT  OH  A  HOT 
GROWTH  COMPANY 


►  On  May  11,  Commerce 
Dept.  and  FBI  agents  raided 
the  Costa  Mesa  (Calif.)  head- 
quarters of  Satellite  Technol- 
ogy Management  and  seized 
records  of  STM's  exports  of 
satellite  communications 
gear  to  several  countries,  in- 
cluding Iran.  STM  Senior  Vice- 
President  Steve  Strohman  de- 
nies any  violation  of  export 
laws,  saying  no  charges  have 
been  filed  against  the  compa- 
ny. STM  is  No.  17  on  BUSINESS 
week's  Hot  Growth  list  (page 
68),  which  had  gone  to  press 
at  the  time  of  the  raid.  On 
May  12,  STM  shares  fell  1%, 
to  close  at  7%. 


COHTINEHTAL  THROWS 
BOEIHG  SOME  BUSIHESS 


►  Is  that  a  sigh  of  relief  in 
the  air?  Continental  Airlines 
said  on  May  12  that  it  plans  a 
$4.5  billion  purchase  of  92 


Boeing  planes.  Besides  rein- 
stating orders  for  75  narrow- 
bodies,  it  placed  new  orders 
for  a  dozen  767s  and  five 
777s,  bringing  Boeing's  or- 
ders for  1993  to  107  jets 
worth  $6.51  billion.  It's  a  win- 
win  deal  for  both  companies. 
Continental  is  just  now 
emerging  from  Chapter  11. 
And  Boeing  has  lately  been 
order-starved.  The  loser?  Eu- 
rope's Airbus  Industrie,  from 
which  Continental  recently 
pulled  back  its  orders. 


SEARS  RIHGS  UP 
ANOTHER  SALE 


►  Going,  going ....  It's  an- 
other success  story  for  Sears' 
restructuring.  On  May  11, 
Sears  Roebuck  sold  its  mort- 
gage-banking group  to  Pitts- 
burgh-based PN'C  Bank  for 
$328  million.  The  deal  qua- 
druples the  size  of  PNC's 
mortgage  banking  business, 
catapulting  it  into  the  big 
leagues  with  Fleet  Financial 
and  Countrywide  Credit  In- 
dustries. More  important,  it 
marks  another  victory  for 
embattled  Sears  Chairman 
Edward  Brennan,  who  out- 
lined his  restructuring  plan 
last  year.  Already,  Sears  has 
realized  $775  million  from  a 
public  offering  of  207  of  its 
Dean  Witter  unit.  And  later 
this  spring,  it  could  reap  $2 
billion  by  selling  207c  of  its 
highly  profitable  insurance 
business,  Allstate,  to  the  pub- 
lic. In  all,  the  company  hopes 


LITE  READING 


A  brewery  and  a  romance  novel- 
ist? An  unlikely  •  marriage,  per- 
haps, but  one  that  so  far  looks  to 
be  a  perfect  match.  Adolph  Coors, 
the  beer  company,  has  sunk  some 
$300,000  into  marketing  Perfect,  a 
bodice-buster  by  romance  icon  Ju- 
dith McNaught  about  a  once  illit- 
erate woman  who  finds  sex  and 
happiness  with  a  handsome  movie 
star.  Coors  is  promoting  the  book 
as  part  of  its  $40  million,  five-year 
campaign  against  illiteracy. 

The  effort  seems  to  be  working. 
Perfect  was  No.  10  on  T7ie  New 
York  Times'  May  9  best-seller  list. 
And  since  Apr.  15,  when  the  book  was  released,  some  t 
readers  have  returned  the  postcards  enclosed  by  the  publis 
Pocket  Books,  to  request  information  about  how  to  help 
literacy  programs.  All  in  all,  a  happy  ending  to  an  unu 
romance. 


to  raise  $3  billion  to  help  pay 
down  $4  billion  in  corporate 
debt. 


CYPRESS:  IF  YOU  CAN'T 
BEAT  'EM,  SELL  OUT 


►  A  few  years  ago,  T.  J.  Rod- 
gers,  CEO  of  Cypress  Semi- 
conductor, thought  he  could 
build  a  microprocessor  that 
would  take  on  Intel.  Today, 
he  concedes  that  it's  a  tough- 
er business  than  he  thought. 
On  May  12,  Cypress  an- 
nounced plans  to  sell  its  Ross 
Technology  subsidiary  to  Fu- 
jitsu for  $23  million.  The  sub- 
sidiary lost  $3  million  before 
taxes  in  the  first  quarter. 


clx  Jtfinmi  Herald 


Rodgers,  who  has  clai 
that  his  company  could 
any  Japanese  competi 
says  he  feels  no  remors 
selling  out  to  a  Japanese 
val.  "My  patriotism  does 
exclude  free-market  trar 
tions,"  he  savs. 


NO  RELIEF  FOR  PENT- 
PENTIUM  DEMAND 


►  Meanwhile,  back  at  I: 
there  is  bad  news  for  < 
puter  buyers  planning 
picking  up  the  latest  in  d 
tops.  Despite  a  two-montl 
lay  in  unveiling  Penti 
based  machines  to  give  I 
time  to  build  up  supplie 
its  new  chip,  computer  r 
ers  say  there  is  still  a  si 
age  of  the  Pentium.  The 
chines,  priced  around  $5, 
are  supposed  to  go  on 
this  week — but  some  PC  r 
ers  won't  get  their  first  c 
until  late  in  the  year.  1 
Vice-President  Paul  Ott 
says  the  company  will  n 
10,000  of  the  chips  this  q 
ter,  within  the  range  of 
jections  it  made  to  custor 
early  this  year.  But  he 
mits  the  number  is  "no 
the  high  end  of  the  ran 
Says  a  marketing  managt 
one  Pentium-hungry  PC  r 
er:  "We'd  love  to  have 
10,000." 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  of  better  health.  And 
with  every  life  we  touch,  we're  making  headway. 

Our  portfolio  of  new  products  includes 
potential  therapeutic  agents  for  cardiovascular 
disease,  viruses,  central  nervous  system  disorders 
and  cancer.  Which  could 
translate  to  hope  for  millions 
who  may  benefit  from  these 
discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been 
credited  with  a  significant 
decrease  in  premature  infant 
deaths  due  to  a  serious  respira- 
tory condition.  We  are  cur- 
rently conducting  research 
into  adult  respiratory  condi- 
tions as  well. 


Other  new  agents  in  the  Wellcome  pipe- 
line may  someday  combat  cancer,  ease  complica- 
tions after  heart  attacks  and  strokes,  and  treat 
serious  neurological  conditions  and  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53  com 
pounds,  including  over-the- 
counter  products  for  the  com- 
mon cold,  allergies  and  first  aid 
This  comprehensive  list  also 
includes  the  first  drug  for  treat- 
ment of  AIDS,  as  well  as  the 
world's  leading  antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more  than 
just  the  resources  and  the 
science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 


ft 

Wellcome 


THE  HANSON  PHILOSOPHY. 

IT'S  ALL  HERE 
IN  BLACK  AND  Ti02. 


At  Hanson,  we  don't  believe  company  philosophy 
should  fall  into  any  gray  areas.  You  either  have  a  direction, 
or  you  don't 

For  instance,  we  prefer  to  own  companies  that  pro. 
vide  basic  goods  and  essential  services.  SCM  Chemicals,  as 
the  third  largest  supplier  of  Ti02  (titanium  dioxide  plg_ 
ment)  to  the  world,  is  a  good  example  of  our  philosophy. 

TiO,  is  crucial  for  the  printing  of  magazines.  It's 
what  makes  paper  in  magazines  white  Actually,  it's 
used  in  just  about  anything  that  is  white  including 
paints,  ceramics  and  plastics. 

Of  course,  as  a  diversified  industrial  management 
company  we  also  own  an  impressive  array  of  businesses 
that  are  easier  to  pronounce  than  titanium  dioxide: 
Jacuzzi  Whirlpool  Baths,  Tommy  Armour  golf  equipment, 
and  Farberware,  to  name  a  few. 

But  while  others  may  have  an  inclination  to 
impress  their  shareholders  with  household  names,  We 
prefer  to  impress  our  shareholders  with  something  far 
more  significant  -our  track  record.  Which  is  considered 
one  of  the  most  enviable  in  modern  financial  history. 

For  example,  over  the  last  28  years  our  earnings  per 
share  have  grown  at  an  annualized  rate  of  19%.  While 
our  gross  dividend  yield  at  year  end  1992  was  6.3%. 

And  since  being  listed  on  the  New  York  Stock 
Exchange  in  1986,  sales  have  soared  to  $15  billion  and 
net  income  has  nearly  tripled. 

A  track  record,  we  believe,  that  is  the  result  of  a 
management  philosophy  steeped  in  common  sense. 
Which  is  why  so  many  of  our  core  businesses  are  part  of 
basic  industries  like  timber,  coal  and  building  materials. 

So  there  you  have  it.  Some  good  reasons  why  Hanson 
has  always  been  a  company  run  first  and  foremost  for 
the  shareholder. 

Stated,  in  fact,  the  way  we  Like  to  do  business. 

In  black  and  white. 

For  a  copy  of  our  Annual  Beport  call  1-800-8-HANSON. 


HANSON 


AGGREGATES     CHEMICALS     COAL     CONSTRUCTION  &  BUILDING  PRODUCTS     FOREST  PRODUCTS     TO B A CC( 


EDITED  BY  STAN  CROCK 


HE  RIGHT'S  NEW  ATTACK  DOG: 
flMPY  BARK,  NO  BITE 


M  ■'hen  a  prominent  quartet  of  exiled  conservatives 
mmm  created  a  high-powered  think  tank  on  Jan.  11'.  for 
I  ■»  mer  Housing  &  Urban  Development  Secretary  Jack 
Kemp  vowed  that  Empower  America,  as  it  was  called, 
aid  become  nothing  less  than  a  "shadow  government."  But 
I  months  later,  the  organization,  beset  by  bureaucratic 
"tia,  clashing  egos,  and  a  lack  of  consensus  on  alterna- 
;s  to  Clintonomics,  has  yet  to  cast  any  shadow  at  all. 
Set  up  with  $3.7  million  in  seed  money  from  investment 
.ker  Theodore  J.  Forstmann  Jr.  and  a  few  other  well- 
led  backers,  Empower  America  show- 
3S  some  of  the  OOP's  sharpest  tongues 

minds:  Kemp's  partners  are  Bush  drug 
-  William  J.  Bennett,  ex-Minnesota  Rep- 
sntative  Vin  Weber,  and  former  U.  N. 
bassador  Jeane  J.  Kirkpatrick. 
hit  instead  of  launching  broadsides 
inst  President  Clinton  and  generating 
irnatives  to  his  policies,  Empower 
erica's  big  guns  have  been  strangely 
fectual.  The  group  issued  a  little-noted 
ort  of  Clinton's  first  100  days  that  ac- 
ed  him  of  straying  from  his  centrist 
lpaign  vows.  And  Bennett  has  used 
power  America  to  publicize  his  Index  of 
tding  Cultural  Indicators,  a  statistical 
trait  of  America's  moral  decline  under 

Government.  Notably  missing:  Kemp's 
lassioned  attacks  against  Clinton  tax 
3S.  "It's  been  a  big  windup,  but  we're  still  waiting  for 
m  to  throw  some  pitches,"  grouses  one  GOP  strategist. 
ferent  maps.  Empower  America  was  created  to  chart  a 
i  direction  for  the  GOP.  The  aim:  to  avoid  George  Bush's 
credited  laissez-faire  policies  and  the  polarizing  agenda  of 

religious  right  while  promoting  government  incentives 
entrepreneurship  and  individual  freedom. 
Jut  the  organization's  leaders  have  different  road  maps, 
np  champions  supply-side  economics,  Bennett  social  is- 


EM POWER  AMERICA'S  KEMP 


sues.  Kirkpatrick  expounds  on  the  New  World  Order,  and  We- 
ber tries  to  keep  the  peace.  That  has  led  to  arguments,  which 
Kemp  dismisses  as  family  squabbles.  "I  can't  imagine  any  or- 
ganization with  any  chutzpah  that  doesn't  have  a  debate  over 
what  you  should  be  doing,"-  he  says.  But  the  tension  has  led  to 
predictions  that  the  group  will  break  up,  as  Kemp  and  Ben- 
nett—both potential  Presidential  aspirants— go  their  own  way. 

Empower  America  also  was  supposed  to  create  a  grass- 
roots lobbying  network  for  "progressive  conservatives."  It 
hired  ex-Ross  Perot  aide  Orson  Swindle  to  organize  the  drive. 

But  he  operates  out  of  his  Honolulu  home, 
and  thus  far,  there's  little  evidence  of  a 
grass-roots  surge.  Weber  says  Empower 
America  will  hold  its  first  regional  confer- 
ence in  Milwaukee  in  June.  He  claims  it 
has  150,000  supporters.  But  an  insider  says 
only  9,000  cared  enough  to  give  money. 
BIG  STAFF.  While  GOP  grousing  grows  loud- 
er, life  goes  on  comfortably  inside  Empow- 
er America's  headquarters.  It  has  a  staff  of 
26,  and  payroll  takes  up  40%  of  its  budget. 
Bennett  and  Weber  make  $150,000.  Kirkpa- 
trick and  Kemp  don't  draw  pay  because 
they  have  other  income.  Kemp  spends 
much  of  his  time  on  the  lecture  circuit, 
where  he  earns  up  to  $35,000  a  pop. 

Kemp  and   Bennett  hope  Empower 
America  can  do  for  them  what  the  Demo- 

 I  cratic  Leadership  Council  did  for  Clinton. 

That  group,  which  Clinton  once  chaired,  was  formed  after 
the  Democrats'  1984  rout  to  steer  the  party  toward  more 
popular  policies.  Unlike  Empower  America,  it  began  with 
only  $300,000  and  four  staffers. 

Kemp  &  Co.  dismiss  the  slow  start.  But  "if  we're  perform- 
ing at  this  level  a  year  from  now,"  confides  Weber,  "I'll  lie  dis- 
appointed." More  to  the  point,  if  Empower  America  keeps  per- 
forming like  this,  it  might  not  be  around  a  year  from  now. 

By  Owe>i  Ullmann 


PITALWRAPUPI 


INKING 


t  owing  to  objections  from  banks 
Panel  neighborhood  activists,  the 
hite  House  is  scuttling  its  campaign 
sdge  to  set  up  100  community  banks 
provide  loans  to  poor  areas.  In- 
sad,  the  Administration  plans  to  ask 
mgress  to  create  an  independent 
ency,  tentatively  called  the  Nation- 
Trust  for  Community  Development 
mding,  to  parcel  out  grants  and 
ins  to  existing  groups  that  would 
ad  to  low-income  areas.  Banks  dis- 
ced the  competition  the  new  banks 
3uld  offer.  And  community  groups 
It  the  paltry  funds  Clinton  plans  to 
end— less  than  $400  million  over  five 


years— would  go  much  further  if  they 
were  channeled  through  established 
organizations  with  innovative  lending 
ideas. 

DEFICIT  

President  Clinton  took  Senator  Bill 
Bradley  (D-N.J.)  by  surprise  on 
May  12  when  he  announced  his  sup- 
port for  Bradley's  "trust  fund"  for  def- 
icit reduction.  The  idea  is  to  reassure 
voters  that  the  money  raised  by  Clin- 
ton's proposals  for  hefty  tax  increases 
would  reduce  red  ink  rather  than  fund 
new  programs.  Trouble  is,  no  one— 
not  even  Bradley— knows  how  it 
would  work.  And  a  trust  fund 
wouldn't  reduce  the  deficit  any  more 


than  putting  the  money  directly  into 
the  Treasury. 

TRADE  

The  U.  S.  Trade  Representative  is 
moving  his  political  team  into  key 
slots  at  the  agency.  USTR  Mickey  Kan- 
tor  will  soon  fill  the  vacant  chief  of 
staff  post  with  Thomas  R.  Nides,  a 
former  executive  assistant  to  House 
Speaker  Tom  Foley  (D-Wash.).  John 
Schmidt,  a  former  aide  to  Mayor  Rich- 
ard M.  Daley  of  Chicago,  will  head 
the  American  delegation  to  the  multi- 
lateral trade  talks  known  as  GATT. 
W.  Douglas  Newkirk,  who  had  been  in 
charge,  will  lead  the  market  access 
talks. 


NGTON  OU I  LOOK 
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The  only  name 

in  OFFIC 

Ianasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation-that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic4  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 
call  1-800-843-0080,  ext.  4115. 


Print  It.   Monitor  It.   Compute  It.   Fax  It. 


CIC4-BW 


y  NEED  TO  KNOW 
3UIPMENT. 


THE  PANASONIC  FP-4080  COPIER  WITH  NEURO  FUZZY  LOGIC. 
CRISP,  CLEAR  COPIES,  IN  NO  TIME. 


opies  exactly  the  way  you  want  them,  in  no  time.  That's  the  power  of 
the  Panasonic  FP-4080  copier. 

Its  Digital  System  Control  constantly  monitors  your  original  and  makes 


\ 


I- 


"intelligent  decisions"  so  that  your  last  copy  is  as 
clear  as  your  first,  even  on  difficult  originals  such 
as  photos  and  halftones.  And  at  a  speed  of  up  to 
40  copies  per  minute;1  the  FP-4080  won't  keep 
you  waiting. 

The  FP-4080  copier-there  is  nothing  fuzzy  about 
its  clearly  brilliant  performance. 


m  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 


Panasonic/ 

Office  Automat'ion/f^V 


Office  Automation/f~^i 


*  Bused  on  first  copy  speed  of  1.8  seconds  reproduced  from  single  original. 
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nternational  Business 


HONG  KONG  I 


GLOBAL 


WILLIE  PURVIS  IS  RACING  TO 
REMAKE  HONG  KONG'S  BIG  BANK 


■  t's  only  6  a.m.,  but  Hongkong  & 
I  Shanghai  Banking  Corp.'s  manage- 
■  ment  boot  camp  is  already  in  full 
swing.  Through  a  chilly  mist,  a  dozen 
groggy  Asian  yuppies  wearing  orange 
life  preservers  jog  to  a  pier  jutting  off 
Hong  Kong's  verdant  Tai  Mong  Chai 
Peninsula.  One  by  one,  the  trainees  from 
Malaysia,  Saudi  Arabia,  Singapore,  and 
Indonesia  plunge  into  the  water.  The 
group  dog-paddles  into  a  circle,  holds 
hands,  and  whoops  in  unison.  Then  it's 
off  to  another  day  of  scaling  walls,  ca- 
noeing, and  hiking  in  the  rugged  hills  of 
the  colony's  New  Territories. 

A  few  years  ago,  no  one  within  HSBC's 
$1  billion  tower  overlooking  Victoria 
Harbor  would  have  dreamed  such  a 
polyglot  band  could  move  into  manage- 
ment. Run  for  more  than  a  century  by 
an  exclusive  club  of  white  males,  HSBC — 
known  locally  as  The  Bank — stands  as 
one  of  the  most  enduring  vestiges  of 
Britain's  imperial  rule. 

But  things  are  changing  rapidly.  With 
China  just  over  four  years  away  from 
taking  control  of  the  colony,  which 
still  provides  a  stunning  77%  of 
HSBC's  profits,  Chairman  William 
Purves  is  racing  the  clock  to  re- 
make his  $258  billion  banking 
group — from  teller's  cage  to  ex- 
ecutive suite.  In  so  doing,  he 
wants  to  turn  HSBC  into  a  round- 
the-world  lender  rivaling  Citicorp. 
BALANCING  ACT.  This  isn't  the  first 
time  HSBC  has  entertained  global 
ambitions.  It's  still  licking  its 
wounds  from  the  1980s,  when  it 
racked  up  billions  in  losses  on  a  take 
over  of  Buffalo-based  Marine  Midland 
Banks  Inc.  and  loans  to  Canadian  real 
estate  developer  Olympia  &  York  Devel- 
opments Ltd.  and  fallen  Australian  mag- 
nate Alan  Bond.  And  in  May,  the  Re- 
serve Bank  of  India  implicated  HSBC  in  a 
$1.3  billion  stock  market  scandal  that 
also  involved  Citi,  Bank  of  America,  and 
dozens  of  other  foreign  banks  in  1991 


THE  WORLD'S 
BANKING  GIANTS 


BILLIONS  IN  ASSETS 


1.  DAI-ICHI  KANGYO 

2.  SUMITOMO 

3.  FUJI 

4.  SAKURA 

5.  SANWA 

6.  MITSUBISHI 

7.  CREDIT  LYONNAIS 

8.  NORINCHUKIN 

9.  INDUSTRIAL  BANK 
OF  JAPAN 

10.  DEUTSCHE  BANK 

11.  CREDIT  AGRICOLE 

12.  HSBC  HOLDINGS 


DATA:  I8CA  LTD. 
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1992.  hsbc  has  not  been  charged 
wrongdoing.  It  says  it's  cooperat- 
with  authorities  and  doesn't  antici- 
"any  material  losses." 
BC's  missteps  overseas  raise  ques- 
;  about  Purves'  ability  to  control  his 
jasingly  far-flung  empire  and  realize 
dobal  dreams.  But  Purves  is  de- 
tined  to  press  ahead.  As  a  19- 
-old,  the  rugged  Scot  became 
first  enlisted  man  ever  to  win 
lin's  Distinguished  Service  Or- 
when  his  30-man  platoon  sur- 
i  an  assault  by  7,000  Chinese 
iers  during  the  Korean  War. 
'  61  and  nearing  retirement  in 
lext  two  or  three  years,  Purves 
ts  to  leave  banking  with  an 
illy  distinguished  record.  Indus- 
;ources  say  that  since  the  1980s, 
as  strengthened  HSBC's  internal 
rols  and  placed  trusted  aides  in 
litive  overseas  posts.  Says 
res:  "We  have  a  lot  of  people 
ng  the  rope  at  the  same  time." 
ihieving  Purves'  vision  will  re- 
3  a  delicate  balancing  act:  mini- 
mizing the  bank's  risks  in  Hong 
Kong  and  China  while  not 
cutting  HSBC  out 


of  some  of  the  hottest  banking  action  in 
the  world.  With  last  year's  $6  billion 
takeover  of  Britain's  Midland  Bank  PLC, 
only  31%  of  the  assets  of  HSBC  Holding 
PLC — the  holding  company  for  Hong- 
kong &  Shanghai  and  the  rest  of  Purves' 
global  empire — remain  in  Hong  Kong 
(chart).  Purves  has  even  shift- 
ed HSBC  Holdings'  head  office 
to  London.  And  he's  planning 
to  move  there  this  fall,  join- 
ing his  presumed  heir,  32-year 
veteran  John  R.  H.  Bond,  who 
already  is  in  London  to  moni- 
tor Midland. 

HSBC's  spread  will  make  the 
group  less  vulnerable  to  gyra- 
tions in  China's  economy  or  to 
political  changes  in  Beijing, 
neither  idle  concerns.  But 
HSBC  is  likely  to  remain  a 
strong  presence  on  its  home 
turf  long  after  the  Chinese 
takeover,  if  only  because  Bei- 
jing needs  the  bank's  capital 
and  knowhow  to  further  its 
development  agenda.  Sensing 
this,  Purves  has  cultivated 
ties  with  China's  elite  and  is 
placing  increasingly  big  bets 
on  China's  future.  HSBC  is 
now  the  leading  foreign  lend- 
er in  Shanghai  and  is  backing 
developer  Gordon  Y.  S.  Wu's 
$1  billion  expressway  con- 
necting Hong  Kong 
with  Guang- 


$186.2 


MIDDLE  EAST 
-  AND  INDIA 


$4,645 


HONG  KONG 


$80,321 


zhou.  And  it  dominates  the  financing  of 
Hong  Kong's  trade  with  the  mainland. 

Analysts  think  HSBC  may  even  want  to 
strengthen  its  ties  with  Beijing  by  even- 
tually offering  to  sell  a  minority  stake  in 
Hongkong  Bank  or  its  affiliated  Hang 
Seng  Bank  Ltd.  to  the  Bank  of  China  or 
another  mainland  institution.  Even  if 
that  doesn't  occur,  Purves  and  others 
suggest  Beijing  appears  to  be  willing  to 
live  with  HSBC  as  a  strong  local  player. 
single  culture.  That's  the  key  to 
Purves'  strategy — appearing  to  be  a  lo- 
cal bank  wherever  HSBC  puts  down 
roots.  Behind  this  is  a  single  culture 
steeped  in  Hongkong  Bank  tradition  and 
driven  by  Purves.  He  has  installed  lieu- 
tenants from  Canada  and  Singapore  at 
Marine  Midland  and  is  reshaping  Mid- 
land Bank,  with  $96  billion  in  assets,  to 
capitalize  on  HSBC's  strengths.  Hong- 
kong Bank  has  merged  its  London  cur- 
rency-trading floor  with  Midland's,  mak- 
ing it  one  of  the  world's  largest.  The 
group  coordinates  trading  in  London, 
New  York,  and  Tokyo,  putting  it  on  an 
equal  footing  with  J.  P.  Morgan  and  oth- 
er global  superbanks. 

HSBC's  huge  profits  in  Hong  Kong  al- 
low Purves  to  pursue  his  global  ambi- 
tions. Last  year,  HSBC's  pretax  profits 
soared  94%,  to  $2.6  billion,  and  Hong 
Kong  provided  $1.7  billion  of  the  total. 
Now,  Purves  is  trying  to  instill  in  his 
global  federation  some  of  the  methods 
that  have  served  HSBC  so  well  in  the 
Orient.  Among  the  features:  managerial 
versatility,  a  disdain  for  committees,  and 
responses  on  everything  from  customer 
complaints  to  requests  for  major  credit 
lines  within  24  hours.  But  HSBC  still  la- 
bors under  an  inbred,  autocratic  culture. 
Few  Asians  hold  fast-track  positions, 
and  of  the  400  "international  officers," 
young  executives  traditionally 
groomed  for  service  around  the  em- 
pire, only  nine  are  women. 

HSBC's  boot  camp,  which  seeks 
to  build  managers  of  different 
races,  sexes,  and  nationalities 
into  cohesive  groups,  is  an  effort 
to  open  the  bank  up.  But  old 
ways  still  endure.  Many  senior 
officers  joined  straight  out  of 
British  secondary  school  and  have 
developed  a  camaraderie  that  lets 
them  phone  fellow  execs  and  make 
multimillion-dollar  decisions  on  the 
spot  without  agonizing  paper-shuffling. 
The  brotherhood's  undisputed  chief- 
tain is  Purves,  who  is  the  most  powerful 
man  in  Hong  Kong  next  to  the  governor. 
Inside  the  bank,  it's  entirely  Purves' 
show.  Top  executives  cringe  when 
"1122,"    the    chairman's  extension, 
flashes  on  their  telephones.  Indeed, 
many  HSBC  bankers  say  privately  that 
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Purves'  passion  for  control  is  excessive. 

The  Purves  style  works  in  Hong 
Kong,  where  big  companies  are  run  like 
family  fiefdoms  and  tycoons  expect  to 
get  their  loans,  on  the  spot,  over  a  cup 
of  tea.  Now,  Purves  is  attempting  to  put 
his  stamp  on  Midland.  The  acquisition  of 
Britain's  third-largest  lender  adds  every- 
one from  London-based  multinationals  to 
midsize  companies  in  Germany  to 
Purves'  lengthy  list  of  customers  for 
trade  finance,  long  HSBC's  forte.  Tech- 
nology will  be  key  to  making  it  work.  By 
installing  an  HSBC-developed  computer 
system  in  Midland's  1,700  branches  over 
the  next  five  years,  for  example,  HSBC 
expects  to  shave  $100  million  a  year  off 
Midland's  operating  expenses. 
cash  cache.  By  adding  Midland's  re- 
sources to  HSBC's  $1  billion  information- 
technology  budget,  Purves  thinks  he  has 
the  capital  and  economies  of  scale  to 
speed  decision-making  by  hooking  global 
managers  into  one  huge  data  base.  To 
do  that,  Purves  has  consolidated  group 
research  and  development  in  Hong 
Kong,  London,  and  Buffalo. 

But  if  Purves  is  counting  on  cutting- 
edge  technology  to  leapfrog  rivals  in 
coming  years,  he  still  has  to  prove  he 
can  make  money  in  the  U.  S.  Since  it 
first  bought  51%  of  Marine  in  1980,  HSBC 
has  seen  little  but  losses,  the  result  of  a 
massively  misguided  push  into  real  es- 
tate and  Latin  American  lending.  That 
came  to  an  end  in  1991,  when  Purves 
called  in  longtime  colleague  John  Bond 
to  clean  things  up.  Bond  and  James  H. 
Cleave,  a  dogged  cost-cutter  whom 
Purves  brought  from  Hongkong  Bank 
of  Canada  after  Bond  was  named  Group 
CEO  last  year,  have  shaken  Marine  to  its 
roots.  With  HSBC  injecting  $1.8  billion 
into  Marine,  they  cut  its  staff  29%  and 
pared  its  assets  from  $27  billion  to 
$17  billion. 

Now,  with  Marine  making  money 
again — it  earned  $34  million  in  the  first 
quarter — Cleave  is  thinking  of  buying 
some  smaller  banks.  He's  also  prodding 
staffers  to  deal  with  customers  the 
quick-decision,  Purves  way.  "I  abhor 
committees,"  says  Cleave.  "That's  Wil- 
lie's philosophy." 

As  long  as  booming  Hong  Kong  pro- 
vides HSBC  with  a  cornucopia  of  cash, 
Purves  and  his  successors  will  have 
plenty  of  room  to  experiment  their  way 
to  global  might.  In  the  twilight  years  of 
the  colony  that  the  bank  helped  build, 
Purves  is  forcing  HSBC  onto  an  irrevoca- 
ble course  of  change.  That  may  expose 
the  bank  to  stresses  as  great  as  it  ever 
has  endured.  But  to  Willie  Purves,  that's 
the  price  of  being  a  global  banker. 

By  Pete  Engardio  in  Hong  Kong,  with 
Paula  Dwyer  in  London,  William  Glasgall 
in  Buffalo,  and  bureau  reports 


BRITAIN  I 


PUT  AWAY  THE  PONIES,  JEEVES, 
AND  SEND  IN  THE  PR  CHAP 


The  Prince  of  Wales  drops  polo  and  starts  sprucing  up  the  royal  imag< 


In  the  court  of  public  opinion,  the 
Prince  of  Wales  has  a  formidable  ri- 
val: another  royal  named  Diana.  Di- 
ana's April  speech  to  a  London  confer- 
ence on  eating  disorders  garnered  such 
front-page  headlines  as  The  Guardian'?, 
"Princess  Delivers  Spellbinder  on  An- 
orexia and  Bulimia."  Meanwhile, 
Charles's  oration  in  Cambridge  next  day 
on  global  security  got  minimal  coverage. 

But  Charles's  handlers  aren't  about  to 
let  Lady  Di,  now  estranged  from  her 
husband,  get  in  the  way  of  their  man. 
They  feel  it's  high  time  the  world 
learned  that  beneath  the  eccentricities 


and  alleged  affairs,  the  Prince  of  Wales 
is  a  royal  with  a  conscience,  determined 
to  help  his  country  and  leave  his  mark 
on  the  age.  Just  in  the  past  month, 
Charles's  office  has  announced  plans  for 
everything  from  a  fund  for  small  busi- 
nesses in  Africa  and  Asia  to  an  environ- 
mental program  for  global  hotel  chains. 
royal  romps.  The  Brand  Royal,  to  use 
a  marketing  metaphor,  could  do  with  a 
repositioning.  Numerous  line  extensions, 
including  Lady  Diana,  Prince  Andrew, 
and  the  Duchess  of  York,  have  attracted 
enough  negative  publicity  through  their 
romps  to  erode  decades  of  goodwill  ac- 
quired by  the  Queen  and  Queen  Mum. 
"If  they  continue  to  offend  people,"  says 
veteran  royal  watcher  James  Whitaker 
of  the  London  Daily  Mirror,  "the  sur- 
vival of  the  monarchy  is  at  stake." 
Not  if  Charles  can  help  it.  To  get  the 


message  of  his  tireless  activities  acre 
the  Prince's  office  has  hired  one  of  L 
don's  top  PR  execs,  Belinda  Harley.  Sa 
a  close  aide:  "Unless  you  communis 
what  he's  doing,  he's  just  another  pi 
player  with  a  bad  marriage."  Make  tl 
former  polo  player:  The  Prince  has  giv 
up  league  polo  to  look  more  serious.  ] 
helped  persuade  the  Queen  to  pay  taj 
and  to  open  Buckingham  Palace  to  p> 
lie  tours. 

The  Prince  regularly  consults  with  t 
businessmen  such  as  Sir  Allen  J. 
Sheppard,  chairman  of  Grand  Metropi 
tan  PLC,  and  rock  impresario  Harv 
Goldsmith,  who  i 
vise  him  to  persev< 
and  go  global  w 
his  dealmaking  a 
speechifying.  "H< 
ask  me  if  he  has 
right  to  express  1 
views,"  says  Sh< 
pard.  "I  tell  him 
has  an  obligation.' 

And  the  royal  ai 
can  still  open  doo 
"There  aren't  t 
many  people  who  £ 
going  to  turn  dowi 
chance  to  meet  t 
Prince  of  Wales 
notes  Lodwrick  . 
Cook,  Atlantic  Ri< 
field  Co.  chairm 
and  a  backer  of  s< 
eral  of  Prin 
Charles's  programs.  The  Prince  h 
raised  money  for  a  trust  that  is  traini 
the  unemployed  and  giving  entrep: 
neurs  seed  capital. 

Although  every  Briton  can  tell  y 
about  Charles's  alleged  off-color  pho 
calls  to  his  putative  mistress,  the  ha 
work  has  produced  converts  among  t 
commoners.  In  Llanelli,  Wales,  whe 
unemployment  stands  at  17%  and  soc 
programs  are  being  whittled  down,  t 
pull  of  Prince  Charles  lured  Sarah  W 
liams  to  take  three  months  off  frc 
her  job  to  work  in  his  volunteer  pi 
gram  at  a  school  for  handicapped  c) 
dren.  "He's  got  radical  ideas,"  says  \^ 
liams.  "The  country  needs  somebody  li 
him  to  survive."  And  perhaps  Char] 
needs  royalists  like  Williams  to  survi 
as  well. 

By  Richard  A.  Melcher  in  Lond 
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ITALY! 


PRIVATIZE 
THE  BEAST 


Strategists  say  that's  the  only  way  to  save  debt-drenched  IRI 


Late  last  summer,  Michele  Tedeschi 
knew  he  had  some  tough  days 
ahead.  The  mild-mannered  official 
from  Southern  Italy  had  just  taken  on 
the  top  job  at  state-owned  Istituto  per  la 
Ricostruzione  Industrial  (IRI),  a  holding- 
company  colossus  whose  interests  range 
from  banks  and  telephones  to  yogurt 
and  olive  oil.  Given  IRl's  heavy  debt  and 
Italy's  weak  economy,  Tedeschi  figured 
that  IRI,  with  $53  billion  in  group  sales, 
would  need  some  rejiggering  here  and  a 
little  restructuring  there  to  brighten  its 
ho-hum  performance. 
Those  must  now  seem  like  the  good 


ing  and  engineering.  "It's  a  real  break 
with  the  past,"  he  says. 

Already,  the  sheer  size  of  IRl's  losses 
is  sending  shock  waves  throughout  be- 
leaguered Italy.  After  all,  IRI  has  been 
at  the  very  heart  of  Italy's  mixed  econo- 
my since  the  country  began  lifting  itself 
out  of  the  ashes  of  World  War  II.  With 
9.5%  unemployment  and  zero  economic 
growth,  the  country  can  ill  afford  prob- 
lems at  its  biggest  business  group,  em- 
ploying 400,000  people.  And  at  a  time 
when  Italy's  postwar 
political  and  financial 
institutions   are  under 


IRI'S  BIGGEST 
HOLDINGS 


1992  Sales 


IRl's  stake 


Telecommunications 
$18.0  Billion  52% 


FINMECCANICA 


Automation  &  Power 
$7.4  Billion  86°/c 


$6 


Steel 
.7  Billion 


$6 


Food  &  Retailing 
$4.0  Billion  62% 


CHUNKS  OF  IRI'S  FOOD  AND  RETAILING  GROUP  WILL  GO  ON  THE  BLOCK 


old  days.  On  May  11,  the  group  was 
rocked  by  the  arrest  of  Chairman  Fran- 
co Nobili  on  corruption  charges.  And 
Tedeschi,  53,  says  that  IRI  will  announce 
1992  operating  losses  of  a  cool  $2.9  bil- 
lion when  its  board  meets  next  month — 
one  of  the  largest  pools  of  red  ink  ever 
in  European,  corporate  history. 
shock  waves.  The  earnings  debacle, 
and  the  need  to  cover  around  $7  billion 
in  bad  debts,  is  forcing  Tedeschi  and  IRI 
to  begin  the  biggest  downsizing  of  a 
state-owned  giant  yet  attempted  in  Italy. 
While  IRI  has  sold  off  assets  before, 
Tedeschi  notes  that  now  it  will  be  get- 
ting out  of  entire  sectors,  such  as  bank- 


Airline 
$3.7  Billion 

DATA:  BUSINESS  WEEK 


fire  as  never  before, 
IRl's  problems  are  add- 
ing to  the  deep  sense  of  _ 
crisis  that  is  pervading  the  country. 

To  get  back  on  track,  IRI  strategists 
figure  that  privatization  is  the  only  op- 
tion. By  the  end  of  next  month,  says 
Tedeschi's  finance  director,  Pietro 
Ciucci,  IRI  will  have  sold  off  chunks  of 
Naples-based  SME,  its  food  and  retailing 
group.  Managed  by  Wasserstein,  Perella 
&  Co.,  the  sell-off  will  pump  as  much  as 
$1.5  billion  into  IRI  coffers.  By  the  end  of 
the  year,  says  Ciucci,  IRI  will  also  have 
spun  off  most  of  its  67%-owned  Credito 
Italiano,  the  country's  fifth-largest  bank. 


Gradually,  the  outlines  of  a  new  I 
are  shaping  up,  says  Tedeschi.  Todaj 
unwieldy  portfolio  of  scores  of  comp 
nies,  from  Alitalia  to  a  25%  stake 
French-Italian  semiconductor  manuf£ 
turer  SGS-Thomson,  will  be  pared  dow 
Remaining  will  be  something  more  al< 
to  an  investment  company  with  minori 
participation,  mostly  in  engineerh 
group  Finmeccanica  and  STET,  the  te 
communications  holding  company.  Eve 
tually,  holding  company  shares  may  1 
sold  to  the  public.  It  adds  up  to  re 
change  for  a  group  that  has  long  ber 
fited  from  Italian  pork-barrel  politics. 
working  fast.  It  will  be  some  time  t 
fore  what  went  wrong  can  be  sorted  oi 
Last  spring,  IRI  was  counting  on  a  mc 
est  profit  for  the  year.  But  in  Septei 
ber,  serious  problems  began  to  emerj 
in  ILVA,  the  IRI-owned  group  that  is  II 
ly's  largest  steel  company.  Later,  I 
tecna,  the  group 
huge  general-contrai 
ing  company,  startj 
hitting  the  skids. 

Now,  Tedeschi  ai 
Ciucci  are  workir 
against  the  cloc 
Over  the  last  coup 
of  months,  they  ha' 
raised  hundreds 
millions  of  dollars  se 
ing  off  tax  credits  ai 
rights  to  future  di1 
dends  from  shares  I 
owns.  Those  gimmicl 
raised  enough  cash 
pay  the  bills  over  tl 
first  half  of  this  yea 
But  IRI  can't  star 
any  more  financi 
window  dressing,  sa; 
a  top  official  of  Italy 
Treasury  Ministr 
which  technical 
owns  100%'  of  IRI. 

Critics  are  alreac 
saying  that  Tedesc 
is  moving  too  slowl 
With  a  career  spa 
ning  33  years  with 
Italian  state  industr 
Tedeschi  is  seen  1 
some  as  being  t< 
close  to  the  old  guard.  According  to  oi 
prominent  Italian  economist:  "Tedesc 
wants  to  channel  funds  to  keep  the  sy 
tern  in  place,  and  that's  very  differe: 
from  privatizing." 

Tedeschi  rejects  the  argument  that  1 
is  moving  too  slowly  to  privatize.  He  ai 
other  IRI  executives  note  that  privatiz 
tion  has  slowed  in  other  European  cou 
tries.  But  as  IRl's  huge  losses  indicat 
Italy's  state  companies  need  fresh  bloo 
sooner  rather  than  later. 

By  John  Rossant  in  Ron 
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Engineering 
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Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


Producing  the  affordable  Canon  FAXPHONE®  B70 
Bubble  Jet™  facsimile. 

Everything  you've  ever  wanted  in  a  high  quality 
t  sheet  plain  paper  fax  is  here.  Only  now,  it's 
rordable. 

The  new  personal  FAXPHONE  B70  offers 
inon's  patented  Bubble  Jet  technology  with 
i0  x  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UHQni  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 


Come  see  the  Canon  Greater  Hartford 
Open  Golf  Tournament  June  24-27. 
or  watch  it  on  CBS  (June  26-27  ) 


FAXPHONE"  B70 

BUBBLE  JET  FACSIMILE 


n  Canon  USA,  Inc.  Home  Olfice  Products  Division,  One  Canon  Plaia,  Lake  Success.  NY  11042  Canon  and  FAXPHONE  arc  registered  trademarks  of  Canon,  Inc  Bubble  Jel  and  UHQ  are  trademarks  ol  Cai 


Canon 


"It's  a  quality  desktop  replacement... 
most  powerful  portable  we've  seen. 
One  of  the  lightest  units  in  the  entire  test  group." 

-PC Magazine,  Mar. '93 

"...in  our  battery  tests,  the  TI 4000  WinDX2/50 


"TI  has  done  more  to  customize  and  optimize 
Windows  than  the  other  notebook  vendors." 

-  Windows  Magazine,  Feb.  93 


Our 
Performance 

Is  Getting 
Rave  Reviews. 


EDITORS 

CHOICE 


As  well  it  should. 
For  starters,  the  TravelMate™ 
4000  WinDX2™/50  notebook  computer 
comes  with  a  486  DX2  50MHz  processor 
for  increased  speed  and  performance. 

It's  specifically  designed  around 
built-in  Windows,  so  it's  able  to  power 
up  in  just  30  seconds. 

And  its  amazingly  long  battery 
life  is  made  possible  by  TPs  superior 
power  management  system. 

For  more  information  about  the 
incredible,  lightweight,  award-winning 
TravelMate  4000  notebooks,  simply 
call  1-800-527-3500. 

 TravelMate  4000  

mWinDX2/50  mWinDXmO  COLOR 

4  or  8MB  RAM  std.  8MB  RAM  std. 

(20MB  max.)  (20MB  max.) 

120  or 200MB  HDD  200MB  HDD 

5. 6  pounds  6.3  pounds 

Battery  life  varies  according  to  model  and  use. 


EXTENDING     YOUR  REACH 
WITH  INNOVATION" 


Texas 
Instruments 


iternational  Outloo 


EDITED  BY  STANLEY  REED 


I  JAPAN  WILLING  TO  PAY 

HE  PRICE  OF  GLOBAL  POWER? 


apanese  were  shocked  last  month  when  suspected  Khmer 
Rouge  guerrillas  gunned  down  U.  N.  volunteer  Atsuhito 
Nakata  in  Cambodia.  Then,  when  policeman  Haruyuki 
ita  was  assassinated  there  four  weeks  later,  Japan  was 
ged  into  doubt  over  just  how  much  the  country  should 
ifice  in  the  name  of  a  greater  international  role. 
)r  years,  the  U.  S.  and  other  big  powers  have  been  prod- 
Japan  to  shoulder  global  responsibilities  more  commensu- 
with  its  economic  clout.  Japanese  Foreign  Ministry  offi- 
and  leading  politicians  have  also  argued  that  the  country 
ildn't  be  content  to  sit  back  and 
checkbook  diplomacy.  After  much 
roversy,  Japanese  officials  selected 
.  peacekeeping  as  a  safe  way  to 
the  internatioral  waters.  To  get 
nd  constitutional  bans  on  sending 
ps  abroad,  they  adopted  the  U.  N. 
;ekeeping  Operations  Cooperation 
t  Law  last  year  and  sent  600  Sea- 
type  troops,  75  civilian  police  in- 
ctors,  and  8  cease-fire  monitors  to 
out  in  Cambodia. 
OF  harm's  way.  But  the  Cambo- 
operation  is  turning  into  a  painful 
of  the  country's  will  to  be  a  global 
er.  Public-opinion  polls  now  show  a  majority  of  Japanese 
ring  full  withdrawal.  Some  opposition  parties  are  up  in 
3.  "The  two  deaths  were  really  a  surprise  to  the  Japanese 
)le  because  the  government  said  the  PKO  had  no  ene- 
;,"  says  Manae  Kubota,  a  Japan  Democratic  Socialist  Par- 
lember  of  parliament. 

eeling  pressure,  the  Japanese  government  is  pushing  the 
I  Transitional  Authority  in  Cambodia  (UNTAC)  to  move  the 
:e  to  safer  areas.  And  even  a  key  architect  of  Japan's  PKO 
tegy,  Foreign  Affairs  Parliamentary  Vice-Minister  Koji 
izawa,  tells  BUSINESS  week  a  partial  withdrawal  may  be 
voidable  if  the  Khmer  Rouge  turns  up  the  heat  before  elec- 
3  in  late  May.  Japanese  pols  are  worried  about  a  backlash 


A  JAPANESE  PEACEKEEPER  IN  CAMBODIA 


in  parliamentary  elections  that  must  be  held  by  early  1994. 
"Every  time  I  go  on  TV,  my  wife  complains  about  all  the 
calls  from  constituents  saying  they  can't  support  me,"  Kaki- 
zawa  says.  He  also  worries  that  "any  more  casualties  will 
cause  serious  damage  for  Japanese  participation  in  future 
U.N.  PKOs." 

But  a  Japanese  pullout  would  be  a  hard  blow  to  the  coun- 
try's international  aspirations.  For  instance,  Japan's  effort  to 
win  a  permanent  seat  on  the  U.  N.  Security  Council  would  be 
bound  to  suffer.  "It  would  really  give  people  pause  as  to 
what  Japan's  all  about,  whether  they're 
big-league  players,"  says  a  Clinton  Ad- 
ministration Japan  specialist. 
"WE'RE  not  ready."  Japanese  inter- 
nationalists are  issuing  similar  warn- 
ings on  TV  talk  shows  and  in  newspa- 
per interviews.  But  the  public  may  not 
be  swayed.  "We  talk  a  lot  about  the 
internationalization  of  Japan,  but  we're 
not  really  ready,"  says  Tatsuro  Kunugi, 
professor  of  international  cooperation 
at  International  Christian  University 
in  Tokyo. 

Still,  the  government  is  preparing 
to  stick  its  neck  out  further.  Japan  is 
already  committed  to  sending  military  engineers  to  Mozam- 
bique under  another  U.  N.  operation.  And  PKO  advocates  such 
as  Kakizawa  and  Seizaburo  Sato,  the  influential  research  direc- 
tor at  Tokyo's  International  Institute  for  Global  Peace,  argue 
for  revising  the  PKO  law  to  allow  Japanese  participation  in 
more  risky  U.  N.  efforts,  such  as  peace  enforcement  with 
heavy  arms.  "That's  the  trend,"  Sato  insists. 

Maybe  it  is  among  Japanese  globalists.  But  for  many  Japa- 
nese, the  loss  of  a  single  Japanese  life  in  war  isn't  worth  the 
potential  gain  in  prestige.  These  deep-seated  pacifist  senti- 
ments will  make  Japan's  pursuit  of  a  bigger  international 
role  treacherous  indeed. 

By  Robert  Neff  in  Tokyo 
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RVING  UP  ITALY 


•he  Italian  political  upheaval  contin- 
ues. Mario  Segni,  the  leader  of 
ly's  electoral-reform  movement,  is 
king  to  form  a  new,  nationwide  cen- 
st  party  as  the  country  heads  to- 
rd  key  June  municipal  elections.  At 
i  same  time,  just-departed  Prime 
nister  Giuliano  Amato,  once  a  lead- 
;  light  of  the  discredited  Socialist 
rty,  is  sending  out  feelers  about 
•ming  a  new  center-left  grouping, 
t  Umberto  Bossi,  the  fiery  leader 
Northern  Italy's  Lombard  League, 
pears  to  be  the  early  winner.  The 
ague  will  likely  take  over  the  city 
vernment  of  Milan,  Italy's  economic 


capital.  Bossi  is  now  trying  to  expand 
into  the  south,  which  he  previously 
scorned  as  corrupt  and  backward. 

AMEX  CHIEF  TO  MEXICO?  

James  R.  Jones,  a  former  U.  S.  Rep- 
resentative from  Oklahoma  and  cur- 
rent president  of  the  American  Stock 
Exchange  Inc.,  has  the  inside  track  to 
be  named  ambassador  to  Mexico, 
sources  say.  Jones  is  a  pro-business 
Democrat  who  favors  the  North  Amer- 
ican Free  Trade  Agreement.  His  nom- 
ination would  be  intended  to  soothe 
Mexican  jitters  about  Clinton's  com- 
mitment to  the  treaty.  A  spokesman 
for  Jones  said  "discussions  have  taken 
place"  concerning  the  appointment. 


MAJOR  DIFFICULTIES 


ow  much  flak  can  British  Prime 
I  Minister  John  Major  survive? 
Among  his  several  liabilities:  His  Con- 
servatives recently  lost  a  House  of 
Commons  by-election  and  control  of  15 
of  16  local  councils.  The  Conservatives 
are  deeply  divided  over  European  un- 
ion and  economic  policy.  Rebellious 
backbenchers  are  openly  demanding 
that  Major  dump  Chancellor  of  the  Ex- 
chequer Norman  Lamont  for  propos- 
ing a  17.5%  tax  on  home  heating  oil. 
Major  is  under  pressure  to  reshuffle 
his  Cabinet,  and  the  Prime  Minister 
could  face  a  serious  leadership  chal- 
lenge by  fall. 
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THE  RUMBLE  HEARD 
ROUND  THE  WORLD:  HARLEYS 


Through  canny  marketing,  the  bikes  are  an  overseas  favorite 


Katsumi  Abe  fell  in  love  with  Har- 
ley-Davidson  motorcycles  just  af- 
ter World  War  II,  when  as  a 
small  boy  he  was  awed  by  the  American 
soldiers  powering  their  big  bikes 
through  Tokyo's  rubble.  Today,  at  53, 
he  heads  a  Harley  riders'  club  that  goes 
out  touring  once  a  month  in  military- 
style  formation.  Takehiko  Shibazaki's 
fascination  with  Harley  is  different.  In 
the  1970s,  as  a  young  mechanic,  he 
scrimped  to  buy  a  Low  Rider  to  take 
apart.  Now,  he  is  Tokyo's  unofficial  guru 
for  rebuilding  and  restoring  Harleys, 
and  young  leather-clad  bikers  flock  to 
his  Sundance  Motors  shop. 

Middle-aged  nostalgics  or  Hell's  An- 
gels wannabes,  Japanese  Harley  fans 
aren't  alone.  Across  the  Australian  out- 
back, on  roads  winding  through  Ger- 
many's Black  Forest,  on  Mexico  City's 
crowded  streets,  scores  of  riders  are 
discovering  the  thrill  of  hopping  a  Har- 
ley. These  bikers,  mostly  professionals 
who  can  afford  the  up-to-$25,000  price 
tag  attached  to  Harleys  overseas,  have 
been  won  over  by  the  company's  ag- 
gressive marketing  during  the  past  four 
years  that  capitalizes  on  Harley 's  classic 
American  image.  Harley-Davidson  Inc.'s 
bike  sales  abroad  are  expected  to  hit 
$285  million  this  year,  or  24%  of  the 


company's  $1.2  billion  total,  up  from  $115 
million  and  14%  of  sales  in  1989.  Says 
Harley  Motorcycle  Div.  President  Jef- 
frey L.  Bleustein:  "There's  just  tremen- 
dous opportunity  for  us  overseas." 

It's  an  opportunity  Harley  had  to  let 
lie  fallow  until  fairly  recently.  In  the 
early  1980s,  poor  quality  and  Japanese 
imports  drove  the  company  to  the  brink 
of  bankruptcy.  Its  share  of  the  U.  S.  su- 
per-heavyweight market— motorcycles 
with  engine  capacity  of  850  cubic  centi- 


HOW  DO  YOU  SAY  'ANGEL 
MAMA'  IN  JAPANESE? 
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HARLEY-DAVIDSON 


meters  and  up— collapsed  from  mor 
than  40%  in  the  mid-1970s  to  23%  H 
1983.  But  Harley  fought  back.  After  wii 
ning  tariff  protection  against  heavy 
weight  bike  imports,  it  worked  to  elim: 
.nate  oil  leaks  and  excessive  engine  noise 
It  overhauled  its  marketing,  too.  Th 
strategy:  Package  a  lifestyle,  complet 
with  Harley  Owners'  Groups  (HOGs| 
magazines,  clothing,  and  biker  rallies 
Sure  enough,  the  company  attracted  ag 
ing  baby  boomers  trying  to  feel  young 
By  1989,  its  U.  S.  market  share  hit  63°/ 
The  comeback  complete,  Harley  bt 
gan  to  focus  on  overseas  markets.  Whil 
it  had  been  exporting  motorcycles  fror 
its  Milwaukee  headquarters  since  190< 
foreign  sales  remained  a  neglected  stej 
child.  Little  effort  was  made  to  build 
dealer  organization  overseas.  And  Hai 
ley's  idea  of  international  marketing  coi 
sisted  of  translating  U.  S.  ads  word  fo 
word  into  another  language. 
culture  gap.  In  the  late  1980s,  Harle 
began  to  recruit  more  dealers  in  Japa 
and  Europe.  More  important,  it  decide 
to  customize  its  U.  S.  marketing  packag 
for  different  cultures.  "As  the  sayin, 
goes,  we  needed  to  think  global  but  at 
local,"  says  Harley's  vice-president  foj 
worldwide  marketing,  Jerry  G.  Wilke. 

For  Harley,  that  meant  creating  HOG 
overseas  so  customers  could  exchang 
tips  and  talk  biker  talk.  It  meant  pul 
lishing  Harley  magazines  in  foreign  lai 
guages  and  staging  beer-and-band  ra 
lies.  But  it  also  meant  changing  ads  an 
tweaking  its  tried-and-true  methods  c 
building  customer  loyalty. 

Take  Japan.  Until  1992,  corporat 
headquarters  had  insisted  the  Japanes 
division  use  the  U.  S.  print-ad  campaigr 
But  Toshifumi  Okui,  president  of  the  Ji 
pan  unit,  worried  that  desolate  scene 
and  the  tag  line  "one  steady  constant  i 
an  increasingly  screwed-up  world 
wouldn't  win  over  Japanese  riders.  Las 
year,  he  finally  got  permissio 
to  run  a  separate  ad  campaig 
juxtaposing  American  image 
with  traditional  Japanes 
ones:  American  riders  passin, 
a  geisha  in  a  rickshaw,  Japs 
nese  ponies  nibbling  at  a  Hai 
ley  motorcycle.  "Harley  wasn 
very  internationalized,"  say 
Okui,  "but  they're  eager  to  lii 
ten."  It's  too  soon  to  pinpoin 
the  new  campaign's  effect  a 
sales.  But  waiting  lists  fa 
Harleys  in  Japan  are  as  loni 
as  six  months. 

Sometimes  the  change 
have  been  more  subtle.  Las 
summer,  the  company  sponsored  its  firs 
rally  in  southeastern  France,  where  pe( 
pie  tend  to  keep  later  hours  than  in  th 
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fiND  A  Winning  Game  Plan 
lb  Increase  Copier  Productivity  And  Reduce 
Operating  Expenses,  You  Go  For  If 


Chuck  Daly 
Championship  Coach 

Business  is  like  sports. 

To  win,  you've  got  to  make  sure  your  team  is  performing  to  the  maximum. 
That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  copiers. 

This  booklet  can  help  you  find  the  right  Sharp  Copier  that's  going  to  give  you 
a  big  jump  in  productivity  and  reduce  operating  expenses. 

Copiers  like  Sharp's  SD-3075  high-volume  duplicating  system-a  phenomenal 
player  that  gets  the  job  done  at  75  copies-per-minute.  It  has  every  advanced 
feature  as  standard.  It  collates,  staples,  handles  2-sided  copies,  report  covers, 
inserts  and  computer  fanfolds. 

In  fact,  this  powerful,  reliable  workhorse  does  it  all.  So  call  pnME  pi  hu 
for  your  Winning  Game  Plan  today.  Or  fax  1-800-3-SHARP-3.  ^fS^ 

We  guarantee  it:  with  performance  like  this,  there's  no  way    ;  [ffiA 
you're  not  going  to  come  out  ahead.  .dHRsan 

CALL  1-800-BE-SHARP  FOR  YOUR  T^' 
WINNING  GAME  PLAN  FOR  COPIERS.  Sfff 


©  1993  Sharp  Electronics  Corporation. 


CLINTONOMICS  IS  LOOKING 
A  LOT  LIKE  TYSONOMICS 


The  controversial  CEA  chief  is  having  a  big  influence  on  policy 


U.  S.  Harley  supplied  beer  and  rock-and- 
roll  until  midnight,  then  turned  off  the 
lights.  "People  asked  why  we  were  end- 
ing the  rally  just  as  the  evening  was 
stalling,"  says  Wilke,  who  was  in  atten- 
dance. "So  I  had  to  go  persuade  the 
band  to  keep  playing  and  reopen  the 
bar  until  3  or  4  a.m." 

At  the  same  time,  Harley  wants  to 
make  the  most  of  the  Americana  boom 
that  has  fueled  overseas  sales  of  Coca- 
Cola,  McDonald's  burgers,  and  Levi's. 
The  company  makes  sure  foreign  cus- 
tomers can  achieve  the  complete  biker 
persona.  In  Tokyo,  where  appropriate 
gear  is  considered  a  fashion  must  for 
motorcycle  riders  and  people  like  to  cus- 
tomize their  bikes,  Harley  has  two 
stores  that  sell  nothing  but  its  clothing 
and  accessories. 

FAST  GERMANS.  There's  one  lesson 
learned  in  the  U.  S.  that  Harley  is  apply- 
ing everywhere:  Success  comes  from 
getting  close  to  the  customer.  At  home, 
most  Harley  executives  ride  motorcy- 
cles, belong  to  their  local  HOG,  and  trav- 
el around  the  country  to  speak  with 
Harley  riders.  Wilke  does  the  same 
overseas.  Last  year,  he  biked  through 
Germany  and  France,  and  now  he's  plan- 
ning a  trip  to  Britain.  During  the  1992 
trip  he  learned  that  German  owners  of- 
ten ride  their  Harleys  at  more  than  100 
miles  per  hour.  That's  leading  Harley 
to  look  at  ways  of  creating  a  smoother 
ride  and  to  emphasize  the  sale  of  op- 
tions that  offer  more  rider  protection. 
And  with  biker  rallies  less  widespread  in 
Europe  than  at  home,  Harley  encour- 
ages dealers  to  host  open  houses  and 
lectures. 

Some  dealers  worry  that  Harley's 
overseas  boom  may  be  just  a  fad.  But 
Wilke  believes  the  marketing  program 
and  customer  ties  Harley  is  building  will 
ensure  long-term  growth  overseas.  Next 
year  already  looks  like  a  sure  thing: 
Most  overseas  dealers  have  sold  out 
their  1993  models  and  are  taking  orders 
for  1994.  And  the  company  won't  be 
able  to  meet  demand  for  years,  says 
Wilke,  because  its  factories  are  already 
operating  at  capacity  and  U.  S.  demand 
remains  strong. 

The  shortage  has  given  U.  S.  riders 
some  interesting  arbitrage  opportunities. 
Last  year,  Dallas-based  TV-commercial 
director  Rocky  Powell  took  his  Harley  to 
Europe  and  rode  through  Germany, 
France,  and  the  Netherlands.  When  he 
reached  Amsterdam,  he  sold  the  beaten 
bike  to  a  dealer,  reimbursing  himself 
for  half  his  vacation.  As  more  motor- 
cyclists around  the  world  catch  Harley 
fever,  other  enterprising  Yanks  will  no 
doubt  find  ways  to  make  a  quick  buck. 
And  no  one  will  be  happier  than  Harley. 

By  Kevin  Kelly  in  Chicago  and  Karen 
Lowry  Miller  in  Tokyo,  with  bureau 
n  ports 


When  President  Clinton  tapped 
economist  Laura  D'Andrea 
Tyson  to  head  the  Council  of 
Economic  Advisers,  the  economics  pro- 
fession went  into  shock.  Tyson,  45,  is 
outspoken  and  infinitely  more  interested 
in  the  hot-button  issues  of  trade  and 
technology  than  macroeconomics.  Since 
then,  Tyson  has  had  to  compete  with  a 
slew  of  Clinton  econo-gurus,  among  them 
National  Economic  Council  Director  Rob- 
ert E.  Rubin,  Labor  Secretary  Robert  B. 
Reich,  Treasury  Secretary  Lloyd  M. 
Bentsen,  and  Treasury  Under  Secretary 
Lawrence  H.  Summers.  All  that  led  to 
predictions  that  Tyson's  influence  would 
be  limited. 

It  hasn't  happened  that  way.  The  eco- 
nomics profession  may  still  be  in  therapy 
over  the  appointment,  but  just  listen  to 
President  Clinton's  tough  critiques  of 
Japan's  sheltered  markets,  his  support 
for  "results-oriented  trade  policy,"  or 
talk  of  a  U.  S.  "investment  deficit,"  and 
you're  hearing  pure  Tyson.  Administra- 
tion insiders  say  that  while  she  must 
share  authority  with  other  advisers, 
Tyson's  influence  on  the  President  re- 
mains high. 


The  relationship  is  all  the  more  i 
markable  since  Clinton,  whose  inner  c 
cle  is  made  up  largely  of  old  frienc 
hadn't  even  met  Tyson  last  Augu! 
when  he  gave  her  a  last-minute  invil 
tion  to  the  Governor's  Mansion  in  Lit! 
Rock  for  an  economic-policy  salon.  T 
parlor  was  filled  with  more  promine 
economists— Summers,  Nobel  laurea 
James  Tobin,  and  Alan  S.  Blinder 
Princeton  University  among  them.  B 
the  talk  centered  on  issues  that  Cli 
ton— and  Tyson— are  most  interested  i 
Does  manufacturing  matter?  How  I 
America  compete  with  low-wage  li 
tions?  Can  the  huge  U.  S.  defense  coi 
plex  be  converted  to  civilian  uses?  Ju 
finishing  a  book  on  that  very  subjei 
Tyson  held  forth  on  the  need  for  I 
U.  S.  to  preserve  high-wage,  high-sk 
manufacturing  jobs.  Clinton  was  ii 
pressed.  When,  months  later,  Tysi 
handed  him  a  first  edition  copy  of  h 
Who's  Bashing  Whom?  Trade  Conflict 
High  Technology  Industries,  Clinton  rei 
the  book. 

Still,  it  wasn't  exactly  an  easy  climb 
the  Cabinet  for  the  controversial  Ui 
versity  of  California  at  Berkeley  econ 
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No  M  a  n  a  g  e  m  e  n  t  Fees 

YOURSELF 


Introducing  Twentieth  Century  s  new 
Tax-Exempt  Short  Term  bond  fund. 


The  secret  is  out  —  Twentieth  Century's 
Tax-Exempt  Short  Term  fund  is  our  newest 
way  to  lower  your  federal  taxes.*  The  fund  can 
help  you  earn  competitive,  tax-free  yields  with 
little  price  fluctuation  by  investing  in  short- 
term,  tax-exempt  securities. 

But  the  best  news  is,  the  fund  manager 
has  waived  the  entire  management  fee  on  the 
Tax-Exempt  Short  Term  fund  for  1993.  So 
you  keep  even  more  for  yourself  and  pay 
nothing — no  management  fee  and  no  sales 
fees  or  commissions.  With  no  fees  of  any  kind, 
you  can  earn  a  higher  current  yield. 

For  more  complete  information  about 
Twentieth  Century,  including  charges,  expenses 
and  minimums,  call  or  write  for  a  free  copy  of 


Your  Guide  to  Earning  Tax-Exempt 
Income  and  a  prospectus.  Please  read  the 

prospectus  carefully  before  investing. 

1-800-345-2021 

Ask  for  extension  5374 
YES,  I  want  lower  taxes! 


Name . 


Address . 


City 


State . 


ZIP 


Mail  to:  Twentieth  Century 
P.O.  Box  419200 
Kansas  City,  MO  64141-6200 
1-800-345-2021 


'  Investment  income  may  be  subject  to  state  and  local  taxes  and  the  fed- 
eral alternative  minimum  tax.  Capital  gains,  if  any,  are  not  exempt  from 
federal  income  tax. 


Tax-Exempt  Short  Term:  no  management  fee  until  1994. 


iovernment 


mist.  When  her  name  appeared  on  the 
short  list  of  possible  CEA  chairs,  a  dubi- 
ous Warren  M.  Christopher,  co-director 
of  the  transition  team,  ordered  an  aide 
to  poll  mainstream  economists  on  her 
writings.  But  others  close  to  Clinton, 
particularly  trade  hard-liners,  were  more 
enthusiastic.  When  Treasury  chief  Bent- 
sen  first  met  Tyson,  he  stuck  out  his 
hand  and  exclaimed:  "Great  book!" 

Not  all  of  Tyson's  economic  colleagues 
share  that  view,  partly  because  she  isn't 
a  macroeconomist— traditional  for  the 
CEA  post.  Indeed,  Tyson  is  less  inter- 
ested in  the  theoretical  interplay  among 


ly  calls  Federal  Reserve  Chairman  Alan 
Greenspan  to  report  the  latest  Adminis- 
tration economic  statistics. 

What  is  the  Tyson  philosophy?  "She's 
not  the  trade  hawk  that  many  people  re- 
gard her  as,"  says  one  Administration 
economist.  "There's  plenty  of  caution  be- 
hind her  activism."  Says  Tyson:  "I'm  not 
a  protectionist.  I'm  a  liberal  economist 
with  a  cautious,  activist  bent,  so  I'm 
not  going  to  be  the  favorite  of  some 
ideological  conservatives." 

In  fact,  her  ideas  on  trade  are  radical 
mainly  when  compared  with  the  hostility 
of  the  Bush  CEA  to  anything  that 


THE  TYSON  PHILOSOPHY 


TAXES 


Higher  taxes  on  the  wealthy  are  necessary  to  reduce  the  deficit,  restore 
progressivity,  and  allow  needed  government  investment  in  infrastructure, 
education,  and  training.  Taxes  can  also  promote  social  goals,  such  as  energy  con- 
servation, and  discourage  harmful  behavior,  such  as  smoking. 


The  federal  government  should  encourage  the  growth  of  high- 
wage,  high-technology  manufacturing  jobs  by  funding  basic  re- 
search. Technology-intensive  industries  pay  extra  dividends  to  society  in 
employment,  productivity,  and  research. 

Because  government  policy  can  provide  a  nation's  manufacturers  with  a 
comparative  advantage  in  trade,  it  may  be  necessary  to  counter 
another's  subsidies  or  threaten  retaliation  for  unfair  practices.  All  advanced  nations 
manage  their  trade  in  high-technology  goods  with  special  strategies,  and  the  U.S. 
should,  too. 


TECHNOLOGY 


TRADE 


COMPLIANCE 


Once  a  nation  agrees  to  open  its  markets  to  the  U.S.,  actual  growth 
in  sales  and  market  share  should  be  monitored  and  enforced. 

DATA:  BUSINESSWEEK 


inflation,  employment,  interest  rates, 
and  growth  than  she  is  in  practical  solu- 
tions to  festering  economic  problems. 
"Clinton  is  far  more  interested  in  the 
structure  of  the  economy  than  in  eco- 
nomic theory,"  notes  Reich.  "Laura's  re- 
search has  always  been  focused  on  how 
things  actually  work." 
KEY  FORCE.  If  Tyson's  choice  startled  the 
textbook  writers,  it  also  signaled  that 
Clinton  is  intent  on  remaking  U.S.  poli- 
cy on  technology,  trade,  and  internation- 
al competition.  And  for  her  part,  Tyson 
seems  intent  on  expanding  her  influence 
yet  further.  By  all  accounts,  she  has 
been  at  the  center  of  debates  over  trade 
policy  toward  Japan,  Mexico,  and  Eu- 
rope. And  she  has  been  a  key  force  in 
debates  on  health-care  financing.  "When 
the  President  clicks  off  the  people  he 
wants  in  a  meeting,  Laura  is  always 
there,"  says  Cabinet  Secretary  Christine 
A.  Varney. 

Clinton  also  keeps  up  a  running  corre- 
spondence with  Tyson,  sending  her  notes 
and  newspaper  clippings.  So  frequent 
have  the  messages  been  that  Tyson  can 
now  almost  decipher  Clinton's  miserable 
handwriting  unaided.  Tyson  also  regular- 


smacked  of  industrial  policy.  The  theme 
of  her  book:  Japan,  France,  and  Ger- 
many have  created  an  artificial  advan- 
tage for  their  favored  high-tech  indus- 
tries to  preserve  high-wage  jobs.  As 
those  industries  profited  from  economies 
of  scale,  it  became  harder  for  U.  S.  com- 
panies to  compete.  Hence,  Washington 
may  be  called  on  to  act  as  a  partner, 
particularly  in  fostering  technologies 
w  iili  broad  applications. 

On  other  issues— regulation,  taxes,  and 
spending— Tyson  is  more  of  an  un- 
abashed liberal.  "Americans  are  not  over- 
taxed," she  says,  arguing  that  nearly 
every  other  government  in  the  indus- 
trialized world  taxes  a  larger  share  oi 
gross  domestic  product  while  enjoying 
higher  savings  and  investment.  "And," 


"I'm  not  a  protectionist. 

I'm  a  liberal  economist 
with  a  cautious, 
activist  bent . . ." 


she  adds,  "there  is  no  way  we  cm 

cut  the  deficit  without  an  increase 
revenues." 

Tyson  also  thinks  it's  shortsighted 
worry  about  the  budget  deficit  witho 
also  considering  the  "public  investme 
deficit."  So  she  pushes  for  more  spen 
ing  on  education,  training,  and  resean 
No  longer  is  government,  or  short-tei 
increases  in  the  deficit,  the  enemy. 

In  the  tedious  Roosevelt  Room  s( 
sions  to  craft  the  Administration's  19 
budget,  Tyson  argued  forcefully  that  t 
wobbly  economic  recovery  could  not  t 
erate  a  dramatic  cut  in  the  deficit.  S 
helped  talk  Clinton  out  of  his  campaij 
promise  to  cut  the  deficit  in  half  by  19! 
Aided  by  Bentsen,  who  argued  that  Cc 
gress  would  not  go  along  with  mo 
drastic  cuts— such  as  a  freeze  on  Soci 
Security  benefits— Tyson  prevailed  ov 
the  deficit  hawks,  Budget  Director  L© 
E.  Panetta  and  his  deputy,  Alice  M.  Ri 
lin.  Tyson  "spoke  up  often  and  was  qui 
effective,"  says  Rivlin.  Tyson  even  pe 
suaded  the  White  House  kitchen  to  a< 
a  plate  of  fruit  to  the  cookies  served 
a  snack  at  the  long  sessions. 
BIG  TEST.  Tyson  is  not  above  using  tl 
tax  code  for  social  engineering  or  i 
come  redistribution.  She  pushed  for  tl 
Administration's  $73  billion  tax  on  tl 
energy  content  of  fuels  as  a  desirab 
conservation  measure.  During  the  car 
paign,  Tyson  supported  middle-class  ti 
cuts  only  if  offset  by  hikes  on  upper-i 
come  individuals  to  "restore  greater  e 
uity."  Similarly,  she  has  argued  for  tax< 
on  alcohol  and  tobacco  as  a  way  to  di 
courage  unhealthy  behavior  while  raisir 
money  for  health  reform.  A  higher  mi 
imum  wage  without  a  rise  in  unemplo, 
ment?  Possibly,  she  says. 

Tyson  has  helped  her  own  cause  t 
keeping  out  of  Cabinet  department 
business.  "My  job  is  to  explain,  defem 
help  analyze,  and  make  policy,"  she  say 
"but  not  to  implement  it."  Tyson's  repi 
tation  for  avoiding  bureaucratic  wrai 
gles  could  soon  be  confronted  with  a  s1 
preme  test,  however,  over  Hillar 
Rodham  Clinton's  ambitious  health-cai 
plan.  Tyson,  along  with  Clinton's  oth< 
economic  advisers,  agrees  that  all  of  tl 
Administration's  economic  goals  coul 
be  thwarted  by  the  unchecked  rise  i 
medical  costs. 

But  Administration  economists  wo 
ry  that  unless  the  health  plan  is  scale 
back,  carefully  phased  in,  and  stripped  < 
such  onerous  features  as  mandator 
price  controls,  the  reform  effort  coul 
founder.  Will  Tyson  &  Co.  be  willing  t 
butt  heads  with  the  reformers,  inclu( 
ing  Hillary?  Even  given  the  CEA  chief 
track  record  to  date,  Tyson  may  sti 
find  herself  odd  woman  out. 

By  Paul  Magnusson  in  Washington 
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drives 

When  you  oversee  the  most  technologically  advanced 
race  in  the  world,  the  engine  is  running  long  before 

the  race  starts.  Massive  amounts  of  data 
need  to  be  collected.  Everything  from 
entry  fees, 
qualifying 
times  and 


speeds  to  engine  serial 
numbers  and  driver  and 
crew  information.  Then 
all  the  data  collected  dur- 


that 


PC 


ing  the  race  needs  to  be  compiled 
so  the  results  can  be  validated. 

At  the  world's  most  famous 
motor  speedway,  mission  critical 
is  a  way  of  life.  That's  why  the 
United  States  Auto  Club  (USAC®) 
and  the  Indy  500"  have  a  com- 
puter system  with  the  horsepower 
to  get  the  job  done.  And  OS/2 !  is 
the  driving  force  behind  it. 

With  true  pre-emptive  multi- 
tasking and  multithreading 
capabilities,  OS/2  helps  USAC 
process  Indy  500  data  at 
record  speeds.  In  fact  at  this 
year's  Indy,  tISAC  is  testing 
an  OS/2-based  system  that 
tracks  cars  via  radio  signal. 
In  1994,  OS/2  will  drive  the 


•In  Canada  call  1-800-465-7999. 

IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines 
Corporation  Indy  500  is  a  registered  trademark  of  IMS  Corp  Windows  is  a  trademark 
of  Microsoft  Corporation  USAC  is  a  registered  trademark  of  the  United  States  Auto 
Club  ©1993  IBM  Corp 


•     ■  s 

drive 
the 

Indy 500. 


M    \m    @  j;* 

Whdom 
Pgms 

official  timing  and  scoring  system, 
and  determine  the  actual  winner  of 
the  race. 

Whether  you  measure  speed 
in  MPH  or  MHz,  OS/2  brings 
the  same  high  performance  to  all  your  DOS, 
Windows™  and  OS/2  applications.  And  our  soon- 
to-be -released  Version  2.1  will  be  even  more 
powerful.  To  find  out  how  OS/2  can  help  your 
386  and  486  machines  run  on  all  cylinders,  call 
1  800  3-IBM-OS2* 

Operate  at  a  higher  level. 
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HOT  GROWTH 
COMPANIES 

90  FEISTY  OUTFITS  WHOSE  SALES  ARE  SOARING  IN  TOUGH  TIMES 


hile  other  executives  in  the 
health-care  industry  are  quak- 
ing over  what  they're  calling 
e  Hillary  factor,"  Barrett  Toan,  chief 
cutive  of  Express  Scripts  Inc.,  says 
can't  wait  for  the  Administration's 
ommendations.  That's  because  his  $71 
lion  mail-order  pharmaceutical  compa- 
is  "part  of  the  solution,"  Toan  says, 
e're  going  to  grab  new  business  be- 
;se  we  save  the  consumer  money." 
Ixpress  Scripts,  based  in  St.  Louis, 
isn't  need  a  booster  shot  from  Wash- 
ton.  Last  year,  the  company's  profits 
red  61%,  to  $4.6  million,  as  its  sales 
!ibed  50%,  to  $70.9  million.  Much  of 
gains  have  come  from  sales  to  small- 
iiness  health  plans  and  health-mainte- 
ice  organizations  that  bigger  competi- 
3,  such  as  $1.8  billion 
dco  Containment 
■vices  Inc.,  haven't 
hered  with, 
t's  the  small  con- 
ders  such  as  Ex- 
ss  Scripts  that  often 
maneuver,  outsmart, 
1  just  plain  outper- 
m  their  bigger  breth- 
.  While  the  rest  of 
rporate  America 
ddled  through  tough 
nomic  times,  sales 
ired  for  Express 
ipts,  as  well  as  for 
more  such  feisty  op- 
.tors  on  BUSINESS 
EK's  1993  Hot 
)wth  list.  Over  the 
it  three  years,  sales 
;hese  highfliers  grew 
an  average  annual 
e  of  55.4%,  compared 
h  a  meager  4.2%  for 
400  companies  that 
ke  up  the  Standard 
Poor's  industrial  in- 
I  Earnings  shot  up 
annual  average  of 
i.6%  in  the  same  peri- 
while  profits  for  the 


S&P  group  dropped  13.8%.  Even  better 
for  investors,  return  on  invested  capital 
at  the  Hot  Growth  Companies  was  an 
average  of  29.3%,  vs.  9.3%. 
trend-defiant.  Even  against  such  a 
strong  field,  some  Hot  Growth  Compa- 
nies were  real  standouts.  No.  1  on  this 
year's  list  is  Just  Toys  Inc.  Toy  industry 
veterans  Allan  Rigberg  and  Rose  Evan- 
gelista  founded  the  New  York-based 
company  in  1989,  and  quickly  scooped  up 
key  licensing  agreements  with  such 
heavyweights  as  Walt  Disney,  Marvel 
Comics,  and  Hanna-Barbera.  Just  Toys 
has  manufactured  dozens  of  popular 
products  based  on  characters  such  as 
the  Jetsons  and  the  Little  Mermaid.  And 
their  popularity  made  for  one  impressive 
bottom  line.  Earnings  climbed  by  a  stag- 


HOTTEST  OF  THE  HOT 

SALES 

Millions  of  dollars* 

SALES  GROWTH 

Average  annual  rate* 

WHOLE  FOODS  MARKET 

$148.6 

LONE  STAR  STEAKHOUSE  &  SALOON  298.2% 

FRANKLIN  QUEST 

144.5 

JUST  TOYS  227.5 

ARROW  INTERNATIONAL 

140.7 

UNIVERSAL  ELECTRONICS  220.8 

QUANTUM  HEALTH  RESOURCES 

136.7 

VALUE-ADDED  COMMUNICATIONS  196.5 

RALLY'S 

132.5 

XIRCOM  140.5 

'Latest  four  quarters 

*Latest  three  years 

EARNINGS 

Millions  of  dollars* 

EARNINGS  GROWTH 

Average  annual  rate* 

PARAMETRIC  TECHNOLOGY 

$30.7 

LONE  STAR  STEAKHOUSE  &  SALOON  822.4% 

INTL.  FAMILY  ENTERTAINMENT 

29.6 

APPLIANCE  RECYCLING  CTRS.  454.3 

FRANKLIN  QUEST 

22.2 

CHECKERS  DRIVE-IN  RESTAURANTS  443.0 

ARROW  INTERNATIONAL 

20.7 

CANTERBURY  EDUCATIONAL  SVCS.  289.0 

WD-40 

20.2 

BARRA  283.4 

*  Latest  four  quarters 

*  Latest  three  years 

MARKET  VALUE 

Millions  of  dollars* 

PROFITABILITY 

Average  annual  rate* 

PARAMETRIC  TECHNOLOGY 

$1477 

BESTOP  77.3% 

LONE  STAR  STEAKHOUSE  &  SALOON 

735 

UNIVERSAL  ELECTRONICS  72.8 

DANEK  GROUP 

645 

JUST  TOYS  67.5 

CHECKERS  DRIVE-IN  RESTAURANTS 

562 

EXPRESS  SCRIPTS                        67  4 

SYNOPSYS 

488 

FRANKLIN  QUEST  63.6 

*AS  Of  April  30                            DATA  STANDARD  &  POOR'S 
COMPUSTAT  SERVICES  INC 

*Latest  three  years'  return  on  invested  capital 

gering  110%  in  1992,  to  $2.5  million, 
while  sales  ballooned  by  137%,  to  $32.5 
million. 

Can  these  small  companies  maintain 
their  momentum  in  the  year  ahead? 
There's  reason  to  wonder.  Slow  spend- 
ing l>y  businesses  and  consumers  means 
that  the  economy  might  limp  along  for 
the  rest  of  1993.  And  the  Administra- 
tion's plans  for  health-care  reform  and 
tax  hikes  may  penalize  small  businesses. 

Wall  Street  has  already  grown  leery 
of  certain  growth  stocks.  Claudia  Mott, 
director  of  small-cap  research  at  Pruden- 
tial Securities  Inc.,  says  investors  have 
been  pulling  out  of  health-care  stocks 
because  of  the  political  uncertainties. 
They  also  aren't  keen  on  high-tech 
stocks,  whose  earnings  haven't  kept 
pace  with  expectations. 
Because  of  their  strong 
three-year  financial  per- 
formance, such  compa- 
nies dominate  this 
year's  Hot  Growth  list. 
As  a  result,  the  shares 
on  this  year's  list  are 
trading  at  an  average 
of  25%  below  their  52- 
week  highs.  Mott  says 
investors  are  starting  to 
turn  to  basic  industries 
that  have  been  over- 
looked. Trucking,  manu- 
facturing, and  utilities 
are  among  the  favored 
sectors,  says  Mott. 

Of  course,  some 
small  companies  do  well 
no  matter  what  the 
economy  does.  "Growth 
companies  often  defy 
industry  trends  because 
they  define  or  even  cre- 
ate the  industries  in 
which  they  compete," 
says  Mike  DiCarlo,  fund 
manager  for  John  Han- 
cock Special  Equities 
Fund,  which  specializes 
in  such  stocks.  If  you're 
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interested  in  scouting  for  some  of  these 
trend-defying  highfliers,  BUSINESS  WEEK 
has  a  step-by-step  guide  on  how  to  take 
up  the  hunt  (gatefold,  page  75). 

As  in  years  past,  software  makers 
comprise  the  single  biggest  industry 
group  on  the  Hot  Growth  list.  In  all,  14 
appear  on  the  rankings.  Most  benefited 
from  higher  personal-computer  sales  as 
manufacturers  lowered  prices.  Platinum 
Technology  Inc.,  based  in  Lombard,  111., 
is  the  group  leader,  at  No.  21 — but  it's 
something  of  an  exception.  Surprisingly, 
the  company  excelled  by  making  soft- 
ware for  IBM  mainframes.  True,  the  pop- 
ularity of  mainframes  is  declining,  but 
the  switch  to  personal-computer  net- 
works takes  time,  and  customers  still 
need  software  to  run  their  big  comput- 
ers. That's  why  Platinum's  profits  more 
than  doubled  to  $9  million  last  year,  as 


its  sales  soared  76%,  to  $49  million. 

One  decidedly  low-tech  sector  that's 
thriving  is  restaurants,  thanks  to  stable 
food  costs — and  a'  certain  amount  of  apa- 
thy about  rising  cholesterol  counts.  Five 
steakhouses  and  hamburger  chains 
show  up  on  this  year's  Hot  Growth  list. 
Lone  Star  Steakhouse  &  Saloon  made  it' 
all  the  way  to  No.  2. 
deeper  pool.  Despite  the  economic  and 
policy  jitters,  there's  at  least  one  auspi- 
cious sign  for  growth  companies:  Money 
isn't  as  tight  as  it  has  been.  True,  banks 
remain  stingy,  but  that  could  change. 
Clinton  has  named  a  banking  task  force 
to  explore  ways  to  relax  lending  stan- 
dards to  encourage  more  small-business 
loans.  The  panel's  recommendations  are 
expected  in  June.  Meanwhile,  the  pool  of 
venture  capital  has  grown  as  institution- 
al investors  seek  better  returns  than 


those  available  from  the  bond  and  si 
markets.  In  1992,  $2.5  billion  was  ra 
to  invest  in  new  companies,  compj 
with  $1.3  billion  in  1991,  according 
researcher  Venture  Economics. 

What's  more,  small  companies  I 
been  finding  a  warm  welcome  in 
market  for  initial  public  stock  offerii 
Indeed,  26  of  this  year's  Hot  Gro 
Companies  went  public  in  the  past 
months.  All  told,  there  were  a  record 
IPOs  totaling  $24  billion  last  year,  acc 
ing  to  Securities  Data  Co. 

One  of  those  newly  public  compa 
was  Express  Scripts,  the  mail-order  d 
retailer.  Pulling  off  a  successful  IP< 
the  face  of  a  Washington  whipsaw 
health-care  politics  is  proof  positive  I 
Hot  Growth  Companies  can  make  t 
own  destinies. 

By  Laurel  Touby  in  New  \ 


Lone  Star  Steakhouse 

A  SLICE  OF 
TEXAS — FOR 
CARNIVORES  ONLY 


Jamie  B.  Coulter  thinks  everyone  has 
the  right  to  change  his  or  her  mind. 
After  all,  he  did.  When  a  friend  pro- 
posed teaming  up  to  start  a  steakhouse 
in  1985,  he  turned  him  down  flat.  Coul- 
ter, who  owned  several  Pizza  Hut  fran- 
chises, was  trying  to  get  into  the  rent-to- 
own  appliance  business  at  the  time.  He 
just  didn't  have  time  for  steak.  But  five 
years  later,  after  pulling  out  of  the  ap- 
pliance business,  Coulter  reconsidered. 
And  he's  glad  he  did. 

Coulter,  now  52,  is  chief  executive  of 
Lone  Star  Steakhouse  &  Saloon  Inc.  And 
the  Wichita-based  chain  is  sizzling. 
Ranked  No.  2  on  BUSINESS  week's  1993 
list  of  Hot  Growth  Companies,  Lone 
Star  has  carved  out  a  fast-growing  niche 
in  a  category  long  on  the  decline  as 
Americans  have  switched  to  eating  more 
chicken  and  fish.  Analyst  David  Geraty 
of  Minneapolis-based  Wessels,  Arnold  & 
Henderson  estimates  that  the  company's 
earnings  could  quadruple  in  1993,  to 
$15.6  million,  as  revenues  more  than  tri- 
ple, to  $109  million. 

urban  avoidance.  So  far,  the  stock  has 
also  been  a  stellar  performer.  Since  go- 
ing public  a  year  ago,  Lone  Star  has 
seen  its  share  price  quadruple  to  around 
25.  Still,  some  speculators  think  Lone 
Star  may  not  keep  shining  so  brightly. 
Short-sellers  have  acquired  11%  of  the 
company's  shares,  which  are  trading  at 
a  lofty  price-earnings  ratio  of  104,  the 
highest  of  any  company  on  this  year's 
Hot  Growth  rankings. 


I  COULTER:  EMPLOYING  SEASONED  MANAGEMENT  TO  COMBAT  THE  COMPETITION 


Why  have  the  steakhouse  and  its 
stock  soared  in  our  cholesterol-conscious 
world?  For  starters,  Lone  Star  has 
largely  avoided  big  cities  and  their 
trendy  salad-eating  urbanites.  Instead, 
the  chain's  29  restaurants  are  located  in 
smaller  settings  where  a  thick,  juicy 
steak  still  commands  respect,  such  as 
Fort  Wayne,  Ind.,  and  Richmond,  Va. 
And  Lone  Star  serves  up  a  slice  of  Texas 
with  its  meals,  with  country  music  and  a 
Texas  state  flag  flapping  out  front. 

Coulter  has  Texas-size  plans  for  the 
chain.  He  wants  to  open  at  least  36  more 
restaurants  this  year  and  a  similar  num- 
ber in  1994.  That's  pretty  ambitious,  but 
most  analysts  believe  Coulter  has  the 
experience — and  the  financing — to  pull  it 
off.  Lone  Star  is  debt-free,  and  the  com- 


pany raised  $41.3  million  in  a  pri\ 
placement  of  stock  last 

The  biggest  obstacle  to  Lone  Sta 
the  competition.  "The  field  is  starting 
fill  up  with  imitators,"  says  consult 
Ronald  Paul  of  Technomic  Inc.  But  C 
ter  says  he  can  handle  them.  Unlike 
vals  such  as  Outback  Steakhouse 
that  fry  their  steaks,  he  points  out  t 
Lone  Star  grills  its  steak  over  mesqi 
Another  distinction,  in  Coulter's  vi 
Lone  Star's  seasoned  manageme 
Many  of  the  chain's  executives  usee 
work  at  Coulter's  Pizza  Hut  operatic 
Coulter  says  he  has  a  trained  team  t 
can  keep  a  lid  on  costs  at  a  fast-grow 
restaurant.  Given  his  expansion  ph 
those  skills  could  come  in  mighty  har 
By  Lois  Therrien  in  Chic 
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Black  Entertainment  TV 

THE  VERY 
PICTURE 
OF  SUCCESS 


¥hen  Robert  L.  Johnson,  a 
young  lobbyist  for  the  Nation- 
al Cable  Television  Assn.,  was 
ng  to  start  a  cable  channel  aimed  at 
:k  viewers  in  1979,  most  potential  in- 
ters wouldn't  give  him  the  time  of 
.  They  felt  he  had  no  experience  as  a 
vision  programmer.  John  C.  Malone 
'  it  differently,  however.  The  head  of 
lver-based  Tele-Communications  Inc., 
nation's  largest  cable  operator,  was 
intrigued  by  Johnson's  idea  that  TCI 
ghed  up  $500,000  to  help  him  launch 
ck  Entertainment  Television  Inc. 
[eadquartered  in  the  tony  George- 
n  section  of  Washington,  bet  has 
n  on  a  roll  ever  since.  By  feeding  a 
idy  diet  of  music  videos,  news,  and 
•mercials  to  black  audiences,  bet  has 
ed  through  a  recession  that  has  dev- 
ited  other  media  companies.  How 
le?  BET  is  the  only  programmer  pri- 
|ly  serving  black  viewers,  a  lucrative 
narket.  In  the  fiscal  year  ending  July 
analysts  expect  BET's  revenues  to 
w  10%,  to  $68  million,  while  profits 
Id  rise  about  18%,  to  $14  million, 
fot  that  BET  hasn't  hit  the  occasional 
gh  patch.  Last  October,  its  chief  fi- 


■  JOHNSON:  REACHING  36  MILLION  HOUSEHOLDS 
WITH  A  MIX  OF  MUSIC,  NEWS,  AND  INFOMERCIALS 


nancial  officer  and  comptroller  were 
fired  for  allegedly  embezzling  $700,000. 
The  company  won't  comment  on  the  epi- 
sode, which  is  being  investigated  by  the 
U.  S.  Attorney  in  Washington.  The  two 
executives  weren't  available  for  com- 
ment. Another  potential  setback:  the 
new  cable-TV  regulations  adopted  by 
Congress  in  April,  which  will  force  cable 
operators  to  roll  back  the  rates  they 
charge  households  by  about  10%'.  Ana- 
lysts fear  that  operators  might  cut  back 


the  amount  they  spend  on  pro- 
gramming provided  by  bet. 
Roughly  half  of  bet's  revenues 
come  from  such  operator  fees. 
radio  plan.  Still,  Johnson, 
now  46,  is  undaunted.  He  hopes 
to  transform  BET  into  a  media 
conglomerate.  In  addition  to  its 
cable-TV  network,  which 
reaches  36  million  households, 
BET  has  also  pushed  into  print. 
Johnson  launched  Young  Sis- 
ters &  Brothers,  a  monthly 
magazine  aimed  at  black  teen- 
agers, in  1991.  ysb  is  one  of  the 
hottest  new  properties  in  the 
industry:  Its  circulation  is  al- 
ready at  80,000,  and  it  was  a 
finalist  in  two  categories  in  this 
year's  National  Magazine 
Awards.  Later  this  year,  John- 
son plans  to  launch  BET  Radio 
Network,  which  will  supply  mu- 
sic and  news  to  urban  stations. 
And  the  quest  for  new  busi- 
ness doesn't  stop  there.  Earlier  this 
year,  Johnson  began  bet  Direct  to  mar- 
ket bet's  own  products,  such  as  a  skin- 
care  line  for  black  women.  Pay-per-view 
concerts  or  movies  aimed  at  black  audi- 
ences may  follow.  "I'd  like  bet  to  have 
the  same  perception  in  the  black  commu- 
nity that  Disney  has  in  the  general  com- 
munity," says  Johnson.  Judging  by  his 
accomplishments,  bet's  boss  may  some- 
day get  his  wish. 

By  Mark  Lewyn  in  Washington 


First  Team  Sports 

A  FLEET  NO.  2 
IN  THE 
0LLERBLADE  DERBY 


t's  spring,  and  Lycra-clad  young  ath- 
letes are  out  in  force,  Ultrawheeling 
across  pavements  everywhere.  O.  K., 
the  sport  is  really  known  as  Roller- 
ling  for  the  company  that  pioneered 
Rollerblade  Inc.  But  that  hasn't 
}ped  First  Team  Sports  Inc.  from 
fiting  handsomely  from  the  fast- 
wing  market  for  in-line  roller  skates, 
'he  No.  2  U.  S.  skatemaker  is  compet- 

head-on  with  Rollerblade.  True,  Rol- 
Dlade's  $110  million  in  revenues 
irfs  those  of  First  Team  and  the  30 
er  in-line  skating  competitors.  But 
;t  Team  CEO  David  G.  Soderquist,  44, 
.  Vice-President  John  J.  Egart,  43, 
3  founded  the  company  in  1986,  still 

opportunity  in  Rollerblade's  tracks, 
o  far,   the   former  sporting-goods 
jsmen  have  been  right.  First  Team's 
2s  rose  41%,  to  $38.2  million  in  fiscal 
3,  ended  in  February.  Profits  jumped 


I  SODERQUIST  AND  EGART:  GETTING 


OLL  IN  EUROPE  AND 


56%,  to  $3  million.  As  a  result,  First 
Team  has  skated  to  No.  15  on  BUSINESS 
week's  1993  Hot  Growth  list. 

To  be  sure,  it  hit  a  few  bumps  along 
the  way.  Some  stockholders  are  still  an- 
gry at  Soderquist,  Egart,  and  other  ex- 
ecutives for  selling  stock  shortly  before 


the  company  announced  flat  sales 
growth  at  the  end  of  1991.  The  execu- 
tives insist  they  merely  wanted  to  re- 
coup some  of  their  initial  investment  in 
First  Team.  Another  problem:  Roller- 
blade  filed  a  complaint  in  February  with 
the  U.  S.  International  Trade  Commis- 


!  STORY 


BUSINESS  WEEK/MAY  24,  1993  67 


sion  against  First  Team  and  other  com- 
petitors that  import  skate  parts,  alleging 
patent  infringement. 

Most  analysts  say  First  Team  can  eas- 
ily settle  its  legal  dispute  with  Roller- 
blade  by  giving  its  competitor  a  licensing 
fee  or  modifying  its  skate  design.  Nei- 
ther would  cause  a  big  hit  to  earnings. 
Instead,  the  biggest  challenge,  they  say, 
will  be  expanding  First  Team's  market 


share  in  the  face  of  Rollerblade's  lead. 

With  that  in  mind,  the  Mounds  View 
(Minn.)  company  has  signed  up  big 
names  such  as  hockey  star  Wayne 
Gretzky  to  hawk  its  products.  First 
Team  is  also  moving  overseas.  It  recent- 
ly negotiated  deals  with  distributors  in 
Europe  and  Asia.  "Five  years  from  now, 
we  should  be  virtually  in  every  conti- 
nent," boasts  Egart. 


One  hitch  in  First  Team's  plans:  ' 
speed  delivery  to  customers,  it  has  I 
gun  shifting  manufacturing  from  T 
wan  to  Minnesota.  But  the  move  is  te 
ing  longer  than  expected,  and  the  ord 
backlog  is  growing.  Still,  the  two  exec 
tives  reckon  that  a  few  scraped  kne 
may  be  what  it  takes  to  keep  First  Teg 
rolling. 

By  David  Greising  in  Chica 


On  Assignment 

THESE  TEMPS  DON'T 
TYPE,  BUT  THEY'RE 
HANDY  IN  THE  LAB 


ardly  a  typical  turnaround  artist, 
H.  Tom  Buelter  didn't  build  his 
career  by  roaming  from  one  ail- 
ing company  to  the  next.  Instead,  he 
spent  six  years  at  Kelly  Services  Inc., 
the  temp  agency.  He  eventually  rose 
through  the  ranks  to  become  chief  oper- 
ating officer  of  Kelly's  home-care  divi- 
sion. That  was  exactly  the  kind  of 
steady,  predictable  record  that  Sierra 
Ventures,  a  venture  capital  group,  was 
looking  for  when  it  hired  Buelter  to  run 
On  Assignment  Inc.  in  1989. 

Founded  by  a  couple  of  chemists,  the 
Canoga  Park  (Calif.)  company  started 
out  in  1985,  providing  scientists  on  a 
temporary  basis  to  companies  that  need- 
ed skilled  staff  for  short-term  projects. 
The  concept  worked  fine  when  it  was 
first  put  into  practice.  The  problem  was 
that  On  Assignment  kept  expanding  into 
new  areas,  such  as  consulting  and  re- 
cruiting. Costs  soared,  and  so  did  losses. 
In  1989,  the  red  ink  amounted  to  $1.5 
million  on  sales  of  just  $7  million. 


■  BUELTER:  AFTER  SCIENTISTS,  HIS  NEXT 
TEMP  EXPERIMENT  MAY  BE  WITH  LAWYERS 


Buelter,  now  52,  quickly  got  On  As- 
signment back  on  track.  He  closed  down 
the  consulting  and  recruiting  businesses. 
Then  he  went  to  work  finding  new  cus- 
tomers for  the  temp  business.  He  didn't 
have  to  look  far.  By  1990,  many  compa- 
nies already  had  downsized — and  many 
jumped  at  the  chance  to  hire  temps  to 
perform  some  of  the  functions  of  their 
laid-off  staff.  That  same  year,  On  As- 
signment turned  profitable  again. 

Nowadays,  the  company  has  27  of- 
fices, stretching  from  Seattle  to  Miami. 


Its  client  list  includes  such  corpora 
heavyweights  as  Hewlett-Packard,  E 
xon,  and  Johnson  &  Johnson.  Anal} 
Kevin  Clark  of  Advest  Inc.  estimat 
1993  earnings  will  rise  39%,  to  $2.5  ir 
lion,  as  revenues  climb  17%,  to  $38.1  n 
lion.  That  kind  of  performance  help 
earn  On  Assignment  the  No.  22  spot 
this  year's  Hot  Growth  list. 
label  truths.  To  serve  its  clients,  ( 
Assignment  looks  for  chemists  and  bi 
ogists  who  have  worked  at  least  t\ 
years  in  a  lab.  The  company  has  a  te: 
porary  work  force  of  more  than  1,0 
scientists  at  its  disposal.  Many  are  : 
volved  in  product  testing.  At  food  co: 
panics,  for  instance,  temps  are  involv 
in  isolating  ingredients  to  verify  th 
new  federal  labeling  laws  are  met. 

While  he  intends  to  stick  with  On  A 
signment's    temp-agency  formul 
Buelter  says  he  wants  to  expand  in 
such  areas  as  health  care  and  legal  s< 
vices — possibly  later  this  year.  "It's 
very  exciting  strategy,"  says  Buelt( 
He  argues  that  a  temporary  lawyer  c: 
handle  such  legal  matters  as  contra 
work  and  small  lawsuits — and  do  it  f 
less  expensively  than  either  a  staff  ; 
torney  or  outside  counsel.  In  this  era 
corporate  cost-cutting,  Buelter  hopes 
make  that  a  powerful  selling  point. 
By  Becky  M.  Johnson  in  Los  Anget 


■  YOUSSEFZADEH:  SITTING  PRETTY,  EVEN  AS  RIVALS  FOLLOW  HIM  OVERSEAS 


Satellite  Technology 

BEAMING  ABROAD 

TO  STOP  THE 
STATIC  AT  HOME 


F 


live  years  ago,  Emil  Youssefzadeh 
company  was  close  to  bankruptc 
Satellite  Technology  Manageme 
Inc.  was  founded  in  1982  to  provide  coi 
panies  with  private  satellite  networks 
move  data  between  headquarters  ai 
branches  in  remote  areas.  But  befo 
long,  big  competitors  such  as  GTE  Cor 
and  Hughes  Aircraft  Co.  were  chasir 
the  same  market.  By  1987,  Youssefz 
deh's  privately  held  company  was 
trouble.  Close  to  defaulting  on  $4  milli< 
in  debt,  he  even  made  out  a  check  f 
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OT993  MITA  COPYSTAR  AMERICA.  INC. 


No  high-speed  copier  has  ever  generated 
so  many  great-looking  reports  so  fast. 


or  rws  mat?" 
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opro 


-Copy  Magazine 
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Barely  a  year  after  its  introduction,  the  DC-8585  is  fast 
fr-  =—  becoming  the  most  talked  about  high  speed  copier  in  the  industry.  It 
makes  85  copies  a  minute.  Has  a  full  three-year    the  times  demand 
guarantee.  Plus  remote  diagnostics  and  an 
aggressive  cost-per-copy  program.  If  you'd 
like  to  make  your  office  more  productive  fast,  call  1-800-858-MITA. 
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SOME  RELATIONSHIPS 
JUST  WORK  PERFECTLY. 


It's  not  just  that  some  of  the  best 
software  for  Windows"  comes  in  a 
single  box.  (It's  called  The  Microsoft 
Office  for  Windows  and  includes 
Microsoft  Excel,  Word,  Mail  and 
PowerPoint  presentation  graphics.) 

The  point  is,  all  of  this  software 
works  together  on  your  comput- 
er. Smoothly.  Intuitively  So  you  can 
concentrate  on  your  work. 

For  example,  you  can  write  a  re- 
port using  Word,  then  cut  and  paste 
a  chart  from  a  Microsoft  Excel 
spreadsheet  right  into  your  text.  The 
finished  document  will  look  just 
how  you  expected  it  to.  No  surprises. 

With  Mail,  you  can  also  send 
your  report  over  to  the  corner  office 
for  comments.  Or  use  PowerPoint 
to  create  handouts  for  a  big  meeting. 

And  once  you  know  one 
Microsoft  program,  you're  well  on 
your  way  to  knowing  them  all. 
Even  the  first  time,  things  will  look 
reassuringly  familiar.  Menus  and 
toolbars,  for  instance. 

The  Office  is  designed  to  meet 
your  essential  business  needs, 
with  programs  that  work  together 
like  they  were  meant  for  each  other. 

Like  pen  &  paper.  Or  Romeo  & 
Juliet.  Well,  you  get  the  idea. 


Making  it  easier 


©  199!  Microsoft  Corporation.  All  right!  reserved.  Printed  in  the  USA.  In  the  50  United  States,  call  (Ml(l)  426-9400,  Dept.  KM,  customers  in  Canada,  call  (SOW  S63-9048;  outside 
the  50  United  States  and  Canada,  call  (2061  916-8661.  Microsoft  and  PowerPoint  ate  registered  Trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft 
Corporation.  Roy  i<  Trigger  courtesy  of  Roy  Rogers  Enterprises;  Orvillc  «t  Wilhui  Wrighr  licensed  by  The  Roger  Richman  Agency,  Inc  ,  Beverly  Hills.  C  alifornia;  LARRY.  MOE  fx 
CURLY'"  and  THE  TURF  f  S  R)t  KJES"  arc  trademarks  of  Notman  Maurcr  Productions,  Inc. 


$25,000  to  retain  a  bankruptcy  attorney. 

But  before  he  handed  the  check  over, 
Youssefzadeh  had  an  inspiration.  Just 
because  STM  was  getting  hammered  in 
the  U.  S.  didn't  mean  it  couldn't  find 
business  abroad.  Foreign  companies 
were  looking  for  similar  communications 
services.  And  the  competition  wasn't  as 
fierce.  Creditors  of  the  Costa  Mesa 
(Calif.)  company  also  bought  the  idea 
and  agreed  to  defer  debt  payments. 
forging  ties.  Now  they  feel  lucky  that 
they  did.  These  days,  90%  of  STM's  busi- 
ness comes  from  overseas  customers.  In 
Italy,  for  example,  its  satellite  dishes 
and  software  technology  link  Banca 
D'ltalia  headquarters  with  its  branches. 
And  in  Mexico,  STM  enables  Organiza- 
cion  Editorial  Mexicana  to  exchange 
data  with  its  68  newspapers.  Even  bet- 
ter, STM  is  making  money.  The  company 


I  MRS 

POWER  PROGRAMS 
TO  WARM 
A  CFO'S  HEART 

James  A.  Perakis,  chief  executive  of 
IMRS  Inc.,  says  there's  only  one  mea- 
sure of  a  good  time  in  business. 
"It's  no  fun  unless  you're  growing," 
says  the  CEO  of  the  Stamford  (Conn.) 
maker  of  financial-management  soft- 
ware. And  judging  by  IMRS'  results — 
earnings  jumped  58%,  to  $4.2  million, 
last  year,  while  sales  rose  34%,  to  $45 
million — Perakis  is  having  plenty  of  fun. 

Founded  in  1981  to  develop  and  mar- 
ket powerful  software  that  lets  compa- 
nies replace  expensive  mainframes  with 
personal  computers,  IMRS  is  riding  the 
wave  of  the  PC  revolution.  A  growing 
number  of  companies  are  trading  in 
their  outdated  mainframes  for  less  cost- 
ly networks  of  small  computers.  IMRS — 
No.  52  on  BUSINESS  week's  Hot  Growth 
list — has  just  the  programs  to  make  the 
transition  work.  Its  biggest  seller,  Micro 
Control,  allows  chief  financial  officers  to 
call  up  status  reports  throughout  their 
corporations  within  minutes,  just  as 
swiftly  as  they  can  on  mainframes. 
quick  response.  Such  complex  pro- 
grams don't  come  cheap.  Packages  start 
at  upwards  of  $100,000,  and  prices  can 
go  as  high  as  $1  million,  depending  part- 
ly on  the  size  of  the  PC  network.  The 
price  also  includes  technical  consulting 
to  help  companies  make  the  transition  to 
PCs.  Nowadays,  IMRS'  1,000-plus  custom- 
er base  includes  global  giants  such  as 
PepsiCo  and  Sony.  "They  look  to  us  for 
new  technology,"  says  Perakis,  49,  who 
took  over  as  CEO  in  1985  from  IMRS 


turned  profitable  in  1989.  Last  year,  net 
profits  rose  29%,  to  $3.6  million,  as  reve- 
nues soared  54%,  to  $19  million. 

Those  results  didn't  come  easily. 
Youssefzadeh,  now  40,  an  Iranian-born 
electrical  engineer  who  used  to  work  at 
Hughes'  satellite  group,  labored  hard  to 
establish  alliances  with  overseas  distrib- 
utors willing  to  market  stm's  products. 
The  company  now  has  17  such  partners 
in  21  foreign  countries  that  sell  and  ser- 
vice STM's  wares. 

STM's  technology  was  also  a  big  selling 
point  with  foreign  clients.  The  company 
offered  the  ability  to  transmit  private 
voice  conversations  along  with  the 
streams  of  data.  That's  not  important  in 
the  U.  S.,  which  has  a  well-established 
telephone  infrastructure  and  fierce  com- 
petition among  long-distance  carriers. 
"But  when  we  started  going  overseas,  it 


became  obvious  that  voice  capability  v 
a  prerequisite,"  Youssefzadeh  says. 

Indeed,  some  customers  buy  STM's  s 
ellite  software  and  earth  stations  just 
extend  their  phone  systems  to  reiw 
areas.  STM  recently  installed  an  $8  r 
lion  system  so  Philippines  Long  Distai 
Telephone  Co.  could  link  outlying 
lands.  Among  STM's  competitors,  oi 
Hughes  Network  Systems  Inc.  can  h; 
die  phone  calls  as  well  as  data. 

With  the  U.  S.  market's  explos; 
growth  slowing,  the  competitors  that 
most  forced  STM  out  of  business  a  f 
years  ago  are  starting  to  look  overse 
too.  But  with  an  established  marl 
share  and  satisfied  customers,  STM  fe 
better  prepared  for  the  onslaught. 
Youssefzadeh  doesn't  worry  as  mi 
about  the  big  boys  these  days. 

By  Larry  Armstrong  in  Costa  M 


■  PERAKIS:  THANKS  TO  AN  ACQUISITION,  IMRS  WILL  ADD 
NEW  ACCOUNTING  PRODUCTS  TO  FIGHT  COMPETITORS 


founder  and  former  CEO  Robert  W. 
Thomson,  who  retired.  Perakis  previous- 
ly headed  a  software  unit  of  Chase  Man- 
hattan Corp. 

Of  course,  competitors  are  starting  to 
line  up.  Comshare  Inc.,  based  in  Ann 
Arbor,  Mich.,  is  marketing  a  product 
similar  to  Micro  Control.  "Their  product 
is  a  little  quicker,  but  we  probably  have 
a  little  more  functionality,  such  as  for- 
eign currency  translations,"  says  Ted 
Dacko,  a  Comshare  sales  director. 


Perakis  hopes 
maintain  his  com] 
ny's  growth  with  n 
software  packages, 
help,  IMRS  acquir 
technology  from  iv 
Systems  Corp.  in  F 
ruary  for  $2.6  milli< 
As  a  result  of  the  p 
chase,  IMRS  posted 
loss  of  $821,000  in  1 
latest  quarter  ended 
March,  vs.  a  profit 
$499,000  a  year  aj 
But  most  analysts  f 
the  company  will 
gain  its  momentu 
Analyst  Peter  Rog< 
of  Robertson,  S 
phens  &  Co.  expe 
that  profits  will  r 
72%,  to  $7.6  million, 
the  fiscal  year  endi 
in  June,  1994,  as  re 
nues  climb  27%, 
$76.5  million. 

Perakis  believes  t 
hit  was  well  worth 
By  incorporating  MA 
accounting  technoloj 
IMRS  will  eventually 
fer  software  able 
monitor  a  compan; 
every  financial  transaction.  "We'll  ha 
a  new  set  of  products  that  will  put 
into  an  enormous  growth  market,  prol 
bly  for  the  next  decade,"  Perakis  say 
That's  a  prospect  that  delights  Pe 
kis.  But  he  still  hopes  IMRS  won't  lose 
its  small-company  ways.  "To  succeed 
the  software  business,  you  have  to 
main  fast-moving  and  responsive  to  t 
market,"  he  says.  It's  an  attitude  that 
far  has  served  IMRS  well. 

By  Julie  Tilsner  in  Stamfc 
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Franklin 

U.S.      GOVERNMENT      SECURITIES  FUND 


High  Current  Income, 
High  Credit  Safety,  High  Time  You 
Looked  Into  Government  Securities. 


Today,  the  Franklin  U.S.  Government  Securities 
Fund  stands  out  as  a  quality  investment  if  you 
seek  high  current  income  and  high  credit  safety. 

This  professionally  managed  fund  of  predomi- 
nantly Ginnie  Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities  that  are  among  the 
highest  yielding  on  the  market. 

♦  Securities  that  carry  the  full  faith  and  credit  of 
the  U.S.  government  as  to  the  payment  of  prin- 
cipal and  interest.^ 


When  you  invest  in  the  Franklin  U.S.  Government 
Securities  Fund,  you  are  buying  shares  in  one  of  the 
nation's  largest  funds  of  this  kind.  With  Franklin,  you 
can  count  on  professional  portfolio  management  and 
a  demonstrated  track  record. 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1337 

f  Individual  securities  in  the  fund,  but  not  shares  <>i  the  fund,  are 
guaranteed  by  the  U.S.  government.  Yield  and  share  price  will  vary 
with  market  conditions. 


Name 


Address 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  U.S. 
Government  Securities  Fund,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I 
invest  or  send  money. 

 I  am  currently  a  Franklin  shareholder. 


FRANKLIN     DISTRIBUTORS,  INC. 

Member  $94  Billion  FrankliiVTempleton  Group  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


City/State/Zip 


BWK93 
1337 


LEADERS  AND  LAGGARDS 
FROM  THE  CLASS  OF  '91 


Many  that  sizzled  fizzled,  while  a  few  zoomed  out  of  sight 


ack  in  the  spring  of  1991,  Aldus 
.Corp.  was  a  highflier.  A  BUSINESS 
'week  Hot  Growth  Company  for 
four  straight  years,  the  Seattle-based 
computer  software  maker  offered  trail- 
blazing  desktop  publishing  software  that 
seemed  to  be  the  answer  to  many  small 
publishers'  prayers.  The  company's  sales 
growth  in  the  four  quarters  that  ended 
in  March,  1991,  was  a  remarkable  150%, 
while  earnings  grew  by  26%. 

Just  as  remarkable  was  Aldus'  change 
in  fortunes  scarcely  a  year  later.  Ag- 
gressive competitors,  such  as  Quark 
Inc.,  began  to  catch  up  with  its  products, 
and  Aldus  couldn't  quite  keep  ahead.  In- 
deed, a  new  Windows-compatible  Aldus 
software  package  fizzled  with  custom- 
ers, who  found  it  hard  to  use.  And  while 
sales  inched  forward  4%  in  1992,  to 
$174.2  million,  profits  tumbled  70%,  to 
$6.8  million,  as  Aldus  spent  heavily  to 
develop  new  products  and  markets. 
TOUGH  lessons.  Worse  for  investors, 
Aldus'  stock  fell  apart.  After  hitting  a 
high  of  almost  60  in  April,  1991,  Aldus 
shares  have  plummeted  to  around  15. 
Since  1991,  Aldus  has  produced  a  nega- 
tive total  return  of  66.79?  (table).  "The 
market  is  totally  unforgiving.  If  you 
stumble,  they  go  elsewhere,"  sighs  Al- 
dus Chief  Executive  Paul  Brainerd. 
"There's  no  in-between." 

That's  a  lesson  inves- 
tors would  do  well  to 
bear  in  mind,  too.  True, 
emerging  growth  stocks 
are  alluring  to  stock- 
pickers  trying  to  divine 
which  young  company 
will  grow  up  to  be  the 
next  Wal-Mart  Stores 
Inc.  or  Intel  Corp.  But 
the  risks  are  as  high  as 
the  potential  rewards. 

The  companies  on 
BUSINESS  WEEK'S  1991 
Hot  Growth  list  are  a 
case  in  point.  As  a 
group,  the  Class  of  1991 
generated  a  negative  to- 
tal return  of  8%  in  the 
past  two  years.  By  com- 
parison, the  total  return 
of  the  Standard  &  Poor's 
industrial  index  was 
28%.  And  on  average, 


small-company  mutual  funds  saw  a  gain 
of  35%  for  the  same  two-year  period, 
according  to  Morningstar  Inc.  BUSINESS 
week's  1991  list  was  heavily  weighted 
with  health-care  and  technology  compa- 
nies, whose  stocks  took  a  beating. 
payoffs.  Of  course, 
there  were  successes. 
American  Power  Con- 
version Corp.  is  the 
clear  class  valedictori- 
an. The  West  Kings- 
ton (R.  I.)  company 
makes  electronic  de- 
vices to  protect  per- 
sonal computers  and 
PC  networks  from  dan- 
gerous power  surges. 
In  the  past  two  years, 
its  stock  has  soared  by 
517%,  to  about  32.  The 
payoff  for  investors 
has  been  heady:  a  total 
return  of  2,080%>  since 
American  Power's 
1989  debut  on  the  Hot 
Growth  list. 

Don't  look  for  American  Power  on  this 
year's  ranking.  Sales  in  1992  surged 
68%,  to  $157.5  million,  pushing  the  com- 
pany over  the  $150  million  cap.  In  1993, 
sales  should  swell  an  additional  52%,  to 
$240  million,  says  analyst  Rick  Martin  at 


■  ALDUS'  BRAINERD:  SLAMMED  BY 
THE  "UNFORGIVING"  MARKET 


BUSINESS  WEEK'S  CLASS  OF  1991 

THE  WINNERS... 

...AND  THE  LOSERS 

Company                     Two-year  total  return 

Company                     Two-year  total  return 

AMERICAN  POWER 
CONVERSION 

505.6% 

MEDICAL  IMAGING 
CENTERS  OF  AMERICA 

-91.7% 

ELECTRONIC  ARTS 

472.8 

SIERRA  TUCSON  COS. 

-81.1 

CISCO  SYSTEMS 

454.6 

KNOWLEDGEWARE 

-74.0 

GB  FOODS 

319.9 

DIGITAL  SYSTEMS  INTL. 

-72.7 

THREE-FIVE  SYSTEMS 

263.6 

IPL  SYSTEMS 

-72.4 

SOUTHERN  ELECTROHICS 

237.5 

UNIVERSAL  INTL. 

-70.3 

TRAHSMEDIA  NETWORK 

205.5 

HANDEX  ENVIROHMEHTAL 

-68.4 

ALLOU  HEALTH  & 

RECOVERY 

BEAUTY  CARE 

151.9 

PUROFLOW 

-66.7 

BENCHMARK  ELECTRONICS 

128.1 

ALDUS 

-66.7 

LATTICE  SEMICONDUCTOR 

126.6 

EASEL 

-66.3 

Calculated  on  basis  of  stock  price  as  of  Apr.  30; 
excludes  companies  no  longer  trading 

DATA  STANDARD  &  POOR  S  COMPUSTA1  SERVICl  INC 

Chicago  Corp.  "This  is  the  ultimate  i 
frills  company,  "  says  Martin.  "They 
the  Wal-Mart  of  their  business." 

If  American  Power  Conversion  w 
the  Class  of  1991's  star,  then  Medit 
Imaging  Centers  of  America  Inc.  (MI( 
was  the  class  goat.  The  San  Diego-bas 
company's  medical  diagnostic  cent* 
have  suffered  as  health  insurers  crack 
down  on  expensive  procedures  and  f< 
eral  regulators  nixed  payments  to  phy 
cians  for  referring  patients. 

All  that  has  put  MICA  in  a  bleak  pc 
tion.  Sales  slipped  4%  last  year,  to  $ 
million,  and  it  hasn't  turned  a  pro 
since  the  second  quarter  of  1991.  i 
stock  has  tumbled  92%  and  now  trad 
at  about  1.  "We  wc- 
a  fast-track  compar 
We  stumbled,"  sa 
MICA  founder  and  c 
Antone  J.  Lazos.  Sa 
Joseph  E.  Millsap, 
analyst  with  Morg 
Keegan  &  Co.  in  Me 
phis:  "We  are  not  ev 
offering  projectio 
for  MICA." 

rocky.  One  erstwh 
Hot  Growth  Compa 
that  lost  out  is  C; 
cade  International  Ii 
The  retailer  of  appai 
and  cosmetics  was  1 
uidated  last  year  aft 
its  CEO  vanished  a 
regulators  found  C; 
cade  had  lied  abo 
how  many  stores  it  had,  as  well  as 
sales  figures.  Four  other  companies 
BUSINESS  WEEK's  1991  list  also  don't  < 
ist  any  more — but  they  were  bought  o 
by  competitors. 
Even  though  many  in  the  Class 
1991  have  had  a  roc 
time,  former  H 
Growth  Companies  ha 
been  known  to  ma 
comebacks.  That's  wh 
Aldus'  Brainerd  aims 
do.  He's  launching  t 
fifth  upgrade  of  Aldi 
PageMaker  program 
June,  cutting  costs  a: 
homing  in  on  a  few  k 
areas,  especially  prof< 
sional  graphics  softwai 
"'We'll  focus  on  wh 
we've  got  to  do  ea 
quarter  to  get  back 
being  successful,"  Bra; 
erd  vows.  For  scrap; 
entrepreneurs,  a  era 
landing  doesn't  mei 
having  to  stay  eart 
bound  forever. 

By  Elizabeth  Lesly 
New  York 
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THE  PGA  TOUR 
PRESENTS  ON  TOUR 

The  PGA  TO  I  fR  and  Business  Week  Custom 
Publishing  are  proud  to  introduce  ON  TOUR, 
monthly  magazine  created  to  inform  and  entertain 
PGA  TOUR  Partners. 

Filled  witk  beautiful  color  photography  and  articles  hy 
the  nation's  best  golf  writers,  ON  TOUR  will  provide 
Partners  behind-the-scenes  glimpses  into  the  highest 
level  of  golf  competition.  Each  issue  of  ON  TOUR  will 
tahe  the  Partners  inside  the  personalities  of  PGA 
TOUR  players  —  up  close,  like  no  other  magazine. 

The  PGA  TOUR  Partners  Program  allows  people 
who  care  about  golf  to  experience  the  drama,  thrills  and 
excitement  of  the  PGA  TOUR  by  offering  them  the 


chance  to  participate  in  a  whole  new  way.  Currently, 
there  are  more  than  80,000  avid  golf  fans  who  enjoy  a 
unique  insider's  relationship  with  the  PGA  TOUR. 

Partners  have  the  satisfaction  ol  helping  to  support 
many  worthy  organizations  w  hich  benefit  from  PGA 
TOUR  Charities,  I  tic.  They  also  receive  a  variety 
of  exclusive  membership  benefits,  such  as  an  official 
media  guide,  a  voucher  good  for  admis- 
sion for  a  day  at  any  PGA  TOUR  tour- 
nament  —  and  much  more. 

To  become  a  PGA  TOUR  Partner, 
and  get  your  monthly  copy  of  ON 

TOUR,  call  1-800-545-9920. 


THE  BEST  SMALL  COMPANIES 


To  win  a  position  in  this  table,  a  company  must 
excel  in  three  ways.  The  selection  process  be- 
gins by  ranking  companies  according  to  their 
three-year  results  in  sales  growth,  earnings 
growth,  and  return  on  invested  capital.  The 
ranks  that  appear  in  the  table  are  calculated 
from  these  numbers  A  company's  composite 
rank  is  the  sum  of  0.5  times  its  rank  in  return 
on  total  capital,  plus  0.25  times  each  of  its 
growth  ranks. 

Standard  &  Poor's  Compustat  Services  Inc., 
which  has  computerized  financial  data  on 
7,500  publicly  traded  corporations,  provided 
the  pool  of  companies  from  which  winners 
were  selected.  To  qualify,  a  company  has  to 
have  annual  sales  of  more  than  $  10  million  and 


less  than  $150  million,  a  current  market  value 
greater  than  $1  million,  a  current  stock  price 
greater  than  $1,  and  be  actively  traded.  Banks, 
insurers,  real  estate  firms,  and  utilities  are  ex- 
cluded So  are  companies  with  sharp  declines 
in  current  financial  results,  as  well  as  companies 
where  other  developments  raise  questions  about 
future  prospects. 

Sales  and  earnings  are  the  latest  avail- 
able through  the  most  recent  12  months. 
Earnings  include  net  income  from  continuing 
operations,  before  gains  or  losses  from  ex- 
traordinary items. 

Increases  in  sales  and  profits  are  calcu- 
lated using  the  least-squares  method.  If  results 
for  the  earliest  year  are  negative,  the  average 


is  for  two  years. 

Return  on  capital  is  earnings  plus  mi 
ty  interests  and  tax-adjusted  interest  expensi 
pressed  as  a  percent  of  total  debt  and  ec 
For  ranking  purposes,  the  maximum  allow 
annual  return  on  invested  capital  is  100' 
companies  have  made  substantial  accour 
restatements,  long-term  returns  may  be  c 
aged  for  two  years  instead  of  three  years 

Time  periods  vary  according  to  the  mon 
a  company's  fiscal  yearend.  Profitability 
growth  are  calculated  through  the  most  re 
fiscal  year. 

Stock  price  data  are  as  of  Apr.  30,  V 
A  •  indicates  that  a  company  also  appei 


COMPANY  (STOCK  SYMBOL} 

CURRENT  RESULTS 

THREE-TEAR  AVERAGES 

INVESTMENT  DATA 

STOCK  PRICE 

My 

SALES 
$  MIL 

EARS  s jS 

S  MIL 

INCREASE  (%) 
SALES  PROMTS 

RETURN  ON 
CAPITAL 

;; 

WEEK 
HlOW 

RECENT 

P/E 
RATIO 

V 
- 

1 

JUST  TOYS  .'JUST)  New  York  City  212  645-6335 

THs  bcs"*^'";r    '^ys  if  mokes  ond  markets  ore  licensed  by  the  likes  of  Disney 

32.5 

3.5 

227.5 

242  6 

67.5 

19 

—  11 

18 

11 

2 

LOWIfTf  .      cAKHOUSE  &  SALOON  (STAR)  Wichita  316  264-8899 
Forj^Bvf. » 'T.or  ore  hond^cut  doily  ond  mesc^uite  grilled,  head  for  Lone  Stor 

44.7 

6  7 

298.2 

822  4 

49.0 

26 

—  5 

24 

104 

7 

3 

VALUE-ADDED  C0MMUNS.  (VAC!)  Oakbrook  Terrace,  III.  708  628-6606 
Coil-processing  equipment  that  automates  collect  ond  cord  colls 

49.2 

2.8 

196.5 

138.4 

60.2 

11 

—  4 

5 

14 

4 

XIRCOM  (XIRC)  Calabasas,  Caiif.  818  878-7600 

Mokes  products  that  link  laptops  ond  notebooks  to  networks 

67.5 

7.3 

140.5 

126.0 

49.9 

16 

—  7 

' : 

21 

1 

- 

0 

FRANKLIN  QUEST  (FNQ)  Salt  Lake  City  801  975-1776 

A  time-ma  no  gement  trainer  whose  day  planners  are  its  biggest  business 

144.5 

22.2 

57.5 

113.1 

63.6 

25 

—  15 

23 

21 

4 

6 

TRIDENT  MICROSYSTEMS  (TRID)  Mountain  View,  Calif.  415  691-921 1 
Improve  your  resolution:  It  designs  and  manufactures  VGA  graphic  chips 

83.0 

12  8 

101.6 

163.1 

36.0 

21 

—  10 

12 

11 

1 

7 

UNIVERSAL  ELECTRONICS  (UEIC)  Twinsburg,  Ohio  216  487-1 1 10 

Fast  forward:  Makers  of  universal  remote  controls  for  consumer  electronics 

50.8 

2  6 

220.8 

56.1 

72.8 

26 

—  14 

24 

32 

8 

MEDICAL  DIAGNOSTICS  (MDIX)  Burlington,  Mass.  617  270-9560 
High-tech  help.  Provider  of  magnetic-resonance  imaging  services 

18.3 

2.3 

37.1 

238.6 

55.8 

7 

—  3 

4 

7 

9 

EXPRESS  SCRIPTS  (ESRX)  St.  Louis  314  770-1666 
Sending  relief  by  post:  It  sells  mail-order  prescription  drugs 

82.6 

5  4 

76.7 

66.3 

67.4 

35 

-  13 

26 

33 

1 

1  10 

CALIFORNIA  AMPLIFIER  (CAMP)  Camarillo,  Calif.  805  987-9000 
It  manufactures  components  for  satellite-dish  systems 

35.8 

3.1 

48.2 

141.7 

46.1 

10 

—  6 

8 

13 

11 

BEST0P  (BTOP)  Broomfield,  Colo.  303  465-1755 

It  has  a  soft  spot  for  soft  tops  that  go  on  sports-utility  vehicles 

35.9 

2.8 

15.9 

151.1 

77.3 

12 

—  5 

10 

10 

12 

FINISH  LINE  (FINL)  Indianapolis  317  899-1022 

Its  chain  of  athletic  footwear  and  clothing  stores  is  in  top  shape 

121.9 

11.6 

25.2 

117.3 

60  7 

23 

—  9 

16 

13 

1 

13 

FRESH  CHOKE  (SALD)  Santa  Clara,  Calif.  408  986-8661 

Stay  healthy  at  these  all-you<an-eat  soup,  salad,  and  muffin  bars 

40.9 

1.7 

71.6 

76.2 

38.9 

33 

—  21 

25 

55 

1 

14 

TRANSMEDIA  NETWORK  ;TMNI)  North  Miami,  Fla.  305  892-3300  • 
Dinner  anyone?  Its  cards  get  you  a  25%  discount  at  1,900  restaurants 

28.2 

2.0 

76  4 

167.1 

26.3 

20 

—  10 

14 

28 

15 

FIRST  TEAM  SPORTS  (FTSP)  Minneapolis612  780-4454 

Derby  time  Makers  and  distributors  of  roller  skates  ond  accessories 

38.2 

3  0 

119.2 

103.3 

27.6 

17 

—  8 

12 

14 

16 

SCORE  BOARD  (BSBL)  Cherry  Hill,  N.  J.  609  354-9000  • 
Baseoall  cards  are  its  game.  Plus  other  sports  memorabilia 

75.4 

8.1 

56  9 

87.7 

33.7 

34 

-  '2 

17 

11 

17 

SATELLITE  TECHNOLOGY  MGMT.  (STMI)  Costa  Mesa,  Calif.  714  557-2400 

Manufacturer  of  communications  ground  equipment 

19.1 

3.4 

49.4 

58.8 

49.7 

14 

—  7 

9 

13 

I  18 

DANEK  GROUP  (DNKG)  Memphis  901  396-2695  • 
Manufacturer  of  orthopedic  equipment  for  doctors  and  hospitals 

83.2 

15.1 

71.6 

93.6 

29.4 

45 

—  23 

27 

43 

6 
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Now 

YO  U     KN  OW  WHAT 


GOES  INTO 


Every  Investment 


DECISION 


we  Make. 


EXPERIENCE.  Tears  of  it.  EVERY  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  to 
the  TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOST 
OUTSTANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSO 
get  the  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUITY 
to  FIXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  years 
and  years  and  years  of  EXPERIENCE. 

A     TIME-HONORED     TRADITION      IN      MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON* LONDON-TOKYO 


|                            THE  BEST  SMALL  GROWTH  COMPANIES 

COMPANY  (STOCK  SYMBOL) 

CURRENT  RESULTS 

THREE-YEAR  AVERAGES 

INVESTMENT  DATA 

STOCK  PRICE 

MAR 

SALES 
S  MIL. 

EARNINGS 
$  MIL. 

INCREASE  (%] 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

52-WEEK 
HIGH  LOW 

RECENT 

P/E 
RATIO 

VA 
S  fc 

19 

HOMECARE  MANAGEMENT  (HMIS)  Ronkonkoma,  N  Y.  516  981- 0034 
Provides  drug  therapy  for  organ-transplant  recipients 

22.2 

1.8 

59.9 

92.5 

29.5 

15 

5 

10 

31 

6 

20 

TRIC0NEX  (TCNX)  Irvine,  Calif.  714  768-3709 
Manufacturers  of  safety  shutdown  system  for  oil  refineries 

29.8 

4.8 

60.2 

232.4 

24.3 

22 

—  9 

13 

14 

6 

21 

PLATINUM  TECHNOLOGY  (PLAT)  Lombard,  III.  708  620-5000  • 
Designs  software  compatible  with  IBM  mainframes 

49.0 

9.3 

79.9 

104.1 

26.0 

25 

—  11 

14 

33 

27 

22 

ON  ASSIGNMENT  (ASGN)  Canoga  Park,  Calif.  818  716-8990 
Test-tube  temps.  A  service  that  places  scientists  with  labs  in  need 

34.6 

2.1 

33.9 

141.1 

30.0 

15 

—  7 

12 

27 

5 

23 

STEPHAN  (STCP)  Fort  Lauderdale,  Fla.  305  971-0600 
Three  lines  of  hair,  beauty,  and  barber  products 

14.9 

2.6 

49.8 

92.4 

30.2 

18 

—  10 

15 

20 

4 

24 

DATA  RACE  (RACE)  San  Antonio  512  558-1900 
It  dials  "M"  for  modems,  both  internal  and  external 

39.2 

4.6 

72.7 

198.6 

21.8 

31 

—  14 

20 

17 

8 

25 

UNIVERSAL  STANDARD  MED.  LABS  (USML)  Southfield,  Mich.  313  353-1450 
Testing,  testing:  Clinical  laboratory 

51.8 

4.1 

25.6 

69.3 

55.6 

17 

—  8 

12 

16 

7 

26 

CITATION  COMPUTER  SYSTEMS  (CITA)  St.  Louis  314  428-2900 

It  cuts  out  paperwork:  Develops  information  systems  for  hospitals  and  labs 

17.4 

2.1 

29.0 

81.6 

45.5 

16 

—  7 

11 

15 

3 

27 

PARAMETRIC  TECHNOLOGY  (PMTC)  Waltham,  Mass.  617  894-71 1 1  • 
Software  for  mechanical  and  design  engineers.  UNIX-compatible 

121.6 

30.7 

96.4 

130.6 

23.0 

32 

—  15 

28 

52 

147 

28 

AMBER'S  STORES  (ABRS)  Dallas  21 4  349-5300 
Chock-full  of  fun  stuff  for  hobbies,  gifts,  and  crafts 

42.2 

2.7 

40.0 

249.0 

24.5 

19 

—  7 

13 

19 

4 

29 

JEAN  PHILIPPE  FRAGRANCES  (JEAN)  New  York  City  212  983-2640  • 
Distributors  of  designer-knockoff  fragrances  and  the  Jordache  line 

43.7 

4.3 

111.8 

103.8 

23.4 

18 

—  7 

14 

28 

12 

30 

DAY  RUNNER  (DAYR)  Fullerton,  Calif.  714  680-3500 
Get  it  together  with  their  personal  organizers 

70.7 

4.4 

39.5 

24.5 

51.8 

20 

—  8 

9 

12 

4 

31 

BET  HOLDINGS  (BTV)  Washington,  D.  C.  202  337-5260 

That's  entertainment!  Cable  TV  networks  for  sports,  music,  and  information 

68.8 

12.7 

40.2 

47.7 

40.4 

19 

—  13 

17 

28 

36 

32 

CHECKERS  DRIVE-IN  RESTAURANTS  (CHKR)  Clearwater,  Fla.  813441-3500  • 
The  name  says  it  all:  Drive  in,  pig  out 

105.7 

1  1  9 

110.0 

443.0 

18.6 

26 

—  11 

19 

45 

56 

33 

SPARTAN  MOTORS  (SPAR)  Charlotte,  Mich.  517  543-6400  • 
Assembles  motors  and  chassis  for  vehicles,  motor  homes,  and  fire  enqines 

123.3 

9.2 

54.3 

104.0 

24.6 

30 

—  13 

26 

24 

22 

34 

GBC  TECHNOLOGIES  (GBCT)  Berlin,  N.  J.  609  767-2500 
Wholesaler  of  microcomputer  products,  especially  network  packaqes 

87.9 

2.5 

31.4 

46.3 

48.6 

20 

—  11 

12 

11 

3 

35 

SYNOPSYS  (SNPS)  Mountain  View,  Calif.  415  962-5000 

Software  for  designing  computer  chips:  Synthesis,  simulation,  and  testing 

81.8 

9.5 

103.2 

186.9 

19.1 

39 

—  22 

35 

58 

48 

36 

IQ  SOFTWARE  (IQSW)  Norcross,  Ga.  404  446-8880 
Data  bonanza!  Tools  for  report  writers 

15.2 

2.5 

45.8 

50.5 

32.3 

19 

—  8 

12 

17 

4 

37 

INTL.  AIRLINE  SUPPORT  GROUP  (IASG)  Miami  305  593  2658 
The  airlines  drop  by  to  purchase  aircraft,  parts,  and  related  services 

36.4 

2.6 

50.1 

64.3 

28.0 

8 

—  4 

5 

8 

2 

38 

CATALINA  MARKETING  (POS)  Anaheim,  Calif.  714  956-6600 
Its  scanning  systems  spurt  coupons  at  check-out  counters 

68.6 

8  5 

42.2 

153.9 

23.7 

43 

—  24 

35 

41 

32 

39 

PHYSICIANS  CLINICAL  LAB.  (PCLI)  Sacramento,  Calif.  916  444-3500 
It  provides  medical  lab  services  through  a  network  of  patient  service  centers 

40.7 

3.6 

37.6 

49.9 

32.5 

18 

—  8 

13 

18 

7 

40 

U.  S.  ROBOTICS  (USRX)  Skokie,  III.  708  982-5010  • 

Talk  to  me.  Manufactures  data  communications  products,  such  as  modems 

131.1 

12.9 

43.4 

75.4 

27.2 

26 

—  13 

21 

18 

20 

41 

SALEM  SPORTSWEAR  (SALM)  Hudson,  N.  H.  603  886-1285 
Dressing  the  fans:  Their  casual  wear  bears  team  logos 

131.3 

8  1 

59.0 

23.0 

28.5 

13 

—  7 

10 

11 

9 

42 

L0NGH0RN  STEAKS  (LOHO)  Atlanta  404  399-9595 
Juicy  business.  Casual  steakhouses,  Texas  honky-tonk  style 

54.2 

3.4 

21.3 

123.5 

28.0 

26 

—  14 

19 

30 

10 

43 

ZEBRA  TECHNOLOGIES  (ZBRA)  Vernon  Hills,  III.  708  634-6700  • 
Bar-code  printers  and  specialized  labels 

64.5 

13.2 

24.6 

10.0 

49.2 

31 

—  15 

30 

28 

36 

44 

MEDICUS  SYSTEMS  (MECS)  Evanston,  III.  708  570-7500 

Case  by  case.  Patient-focused  software  for  the  health-care  industry 

22.6 

2.5 

21.8 

58.4 

36.3 

13 

—  8 

9 

19 

4 

45 

TSENG  LABS  (TSNG)  Newtown,  Pa.  215  968-0502  • 

Looking  sharp!  Their  chips  improve  PC  video/graphic  performance 

76.8 

14  5 

36.6 

41.9 

30.8 

23 

—  10 

16 

21 

31 

46 

AMERICAN  BUSINESS  INFORMATION  (ABU)  Omaha  402  593-4500 
They've  got  the  lowdown:  Compilers  of  direct  marketing  information 

49  9 

9.7 

31.3 

28.9 

34.0 

19 

—  10 

12 

17 

16 

47 

AG  SERVICES  OF  AMERICA  (AGSV)  Cedar  Falls,  Iowa  319  277-0261 
Farmers  are  financed  with  loans  and  supplied  with  farming  products 

54.6 

1.9 

32.5 

87.1 

25.5 

18 

—  10 

16 

15 

2 
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A  Ryder  Full  Service  Lease 
will  prevent  you  from 
driving  into  the  traps. 

Owning  your  own  trucks  is  no  day  at  the  club. 
But  with  a  Ryder  Full  Service  Lease,  you  can  improve 
customer  service  and  reduce  costs.  You'll  get  cus- 
tomized trucks  and  extra  or  loaner  vehicles  if  you 
need  them.  Plus  a  preventive  maintenance  plan  and 
a  competitively  priced,  comprehensive  fuel  program. 

To  learn  how  transportation  can  improve  your 
business,  call  1-800 -RYDER -OK,  ext.  102,  for  a  free 
brochure  and  a  "Lease  Versus  Own  Analysis."  And  take 
a  lesson  or  two  from  the  pros. 

1-800-RYDER-OK 

©1993  Ryder  1Yuck  Rental.  Inc  A  Ryder  System  Co  Ryder  is  an  equal  upputtuiuty  employer 
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MAR 

SALES 
5  MIL. 

EARNINGS 

$  MIL. 

INCREASE  (%) 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

52  WEEK- 
HIGH  LOW 

RECENT 

P/E 
RATIO 

VAl 
$  M 

48 

APPUANCE  RECYCLING  CTRS.  OF  AIMER.  (ARCI)  Minneapolis612  331-1000 
They  taketh  away:  Collection,  processing,  and  recycling  of  appliances 

15.8 

0.8 

107.2 

454.3 

10.9 

20 

9 

14 

67 

4f 

49 

CHARTER  GOLF  (CGOL)  Carlsbad,  Calif.  619  438-6610 
For  men  and  women,  golf  apparel  that  fits  to  a  tee 

31.6 

2.2 

136.1 

181  5 

12.4 

9 

3 

8 

37 

8; 

50 

UTAH  MEDICAL  PRODUCTS  (UTMD)  Midvale,  Utah  801  566-1200  • 
Manufacturer  of  blood-pressure  monitors  for  critical  care 

37.0 

7.3 

26.2 

36.3 

32.0 

15 

—  7 

10 

17 

12( 

51 

INTL  FAMILY  ENTERTAINMENT  (FAM)  Virginia  Beach,  Va.  804  523-7301 
The  Family  Channel— and  MTM.  It's  both  producer  and  distributor  of  shows 

131.7 

29.6 

18.7 

43.3 

35.2 

16 

—  9 

15 

13 

31( 

52 

IMRS  (IMRS)  Stamford,  Conn.  203  321-3500  • 

Financial  software:  Development,  sale,  and  support  is  its  business 

55.4 

3.5 

54.7 

113.1 

19.8 

26 

—  11 

15 

30 

10( 

53 

SONIC  (SONC)  Oklahoma  City  405  232-4334  • 

The  Sunbelt  is  its  territory,  the  drive-in  American  hamburger  its  specialty 

74.7 

7.7 

24.5 

169.1 

21.6 

32 

—  19 

22 

23 

17; 

54 

INTEGRATED  CIRCUIT  SYSTEMS  (ICST)  Norristown,  Pa.  215  666-1900  • 
Standard  as  well  as  tailor-made  digital  integrated  circuits 

63.9 

9.2 

49.9 

202.5 

17.4 

25 

—  7 

14 

14 

144 

55 

BALLARD  MEDICAL  PRODUCTS  (BMED)  Draper,  Utah  801  572-6800  • 
Take  a  deep  breath:  Medical,  mainly  respiratory,  devices 

57.0 

16.5 

33.9 

50.6 

27.6 

25 

—  12 

15 

29 

39t 

56 

U.S.  H0MECARE  (USHO)  Hartsdale,  NY.  914  946-9601  • 

House  calls  for  home  health-care,  such  as  nursing  and  infusion  therapy 

80.9 

4.5 

48.4 

173.0 

18.2 

12 

—  7 

9 

17 

7- 

57 

RELIFE  (RELF)  Birmingham,  Ala.  205  870-8099 

In-  and  out-patient  rehabilitation  facilities  for  the  disabled  and  injured 

70.0 

5.6 

65.9 

174.9 

13.2 

18 

—  10 

11 

14 

6! 

58 

QUAHTUM  HEALTH  RESOURCES  (QHRI)  Orange,  Calif  714  750-1610  • 
Provides  home  care  for  the  chronically  ill  and  support  for  their  families 

136.7 

10.4 

71  9 

176.8 

12.0 

30 

—  17 

21 

29 

28< 

59 

BGS  SYSTEMS  (BGSS)  Waltham,  Mass.  617  891-0000  • 
Software  for  managing  and  evaluating  computer  systems 

30.3 

6.7 

14.5 

18.2 

37.8 

43 

—  35 

37 

17 

11i 

60 

WD-40  (WDFC)  San  Diego  619  275-1400 

Grease  lightning!  Manufacturers  and  sellers  of  lubricant  oil 

104.1 

20.2 

5.3 

4.1 

39.0 

50 

—  38 

46 

17 

35( 

61 

VMARK  SOFTWARE  (VMRK)  Framingham,  Mass.  508  879-331 1 
Develops  and  services  software  for  data-base  management 

21.3 

3.2 

65.0 

156.6 

13.9 

13 

—  5 

11 

21 

6i 

62 

XYPLEX  (XPLX)  Boxborough,  Mass.  508  264-9900  • 
Manufactures  network  communication  products 

64.0 

8.3 

44.7 

72.5 

21.4 

28 

—  16 

24 

18 

13S 

63 

NATURAL  WONDERS  (NATW)  Union  City,  Calif.  510  429-9900 
Environmentally  oriented,  specialty  stores  for  nature  and  science  gifts 

87.6 

5.6 

106.3 

130.1 

11.8 

28 

—  13 

15 

20 

10< 

64 

JACK  HENRY  &  ASSOCIATES  (JKHY)  Monett,  Mo.  417  235-6652 
Software  for  banks  and  other  financial  institutions 

30.1 

4  8 

28.1 

103.8 

21.4 

13 

—  6 

12 

22 

io: 

65 

INTER  VISUAL  BOOKS  (IVBK)  Santa  Monica,  Calif.  3 1 0  396-8708 
Another  dimension  to  reading.  Producers  of  children's  pop-up  books 

22.1 

1.1 

31.7 

97.6 

21.1 

5 

—  3 

4 

18 

i; 

66 

COMPUTER  NETWORK  TECH.  (CMNT)  Maple  Grove,  Minn.  612  550-8000  • 
Builds  high-speed  networks  for  large-scale  computer  systems 

37.0 

3.8 

49.8 

129.6 

17.0 

7 

—  3 

6 

26 

9< 

67 

TETRA  TECH  (WATR)  Pasadena,  Calif.  818  449-6400 
Environmental  engineers  and  consultants 

47.4 

3.7 

16.2 

165.3 

20.5 

19 

—  10 

19 

27 

95 

68 

HEALTHINFUSION  (HINF)  Miami  305  267-1 177 

Home  intravenous  therapy  of  any  kind— chemo,  nutritional,  antibiotic 

49.7 

6.3 

118.8 

66.4 

17.7 

16 

—  6 

8 

11 

6S 

69 

CHIPCOM  (CHPM)Southborough,  Mass.  508  460-8900  • 
It  connects  with  computer  networking  products 

101.3 

9.3 

71.9 

108.2 

14.0 

35 

—  18 

32 

31 

28C 

70 

BARRA  (BARZ)  Berkeley,  Calif.  510  548-5442 

Software  for  investment  decision-making,  mostly  for  risk  analysis 

36.8 

3.7 

21.0 

283.4 

18.8 

11 

—  6 

9 

19 

7C 

71 

PSC  (PSCX)  Webster,  N  Y.  716  265-1600 

Manufactures  laser  scanners  and  other  computer  equipment 

37.4 

4.0 

41.1 

129.2 

17.7 

14 

—  6 

7 

13 

5C 

72 

Z0LL  MEDICAL  (ZOLL)  Woburn,  Mass.  617  933-9150 
It  makes  and  markets  cardiac-resuscitation  devices 

27.8 

2.6 

33.3 

254.5 

14.5 

28 

—  11 

20 

43 

Mi 

73 

AMERICAN  RESTAURANT  PARTNERS  (RMC)  Wichita  316  684-51 19 
Extra  cheese  please:  Owners  and  operators  of  58  Pizza  Huts 

34.6 

3  4 

9  4 

24.7 

30.9 

13 

—  8 

12 

15 

4? 

74 

NCI  BUILDING  SYSTEMS  (BLDG)  Houston  713  466-7788 

From  raw  steel  materials,  it  fashions  pre-engineered  metal  buildings 

90.4 

4  0 

24.3 

199 

28.4 

17 

—  8 

17 

17 

66 

75 

DIGI  INTERNATIONAL  (DGII)  Eden  Prairie,  Minn.  612  943-9020 
Makers  of  data  communications  products 

70.3 

13.2 

59.8 

59.3 

19.6 

26 

—  12 

18 

19 

245 

76 

PREMIERE  RADIO  NETWORKS  (PRNI)  Sherman  Oaks,  Calif.  818  377-5300 
A  producer  and  syndicator  of  programs  for  stations  nationwide 

10.1 

1  2 

16.8 

40.9 

28.1 

6 

—  4 

5 

12 

U 
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'S/ValuePoint 

days  gone  by,  the  only  low-priced 
M-compatibles  roaming  the 
•th  were  the  clones.  But  that's 
changed.  Introducing  brand- 
>v  PS/ValuePoints — computers 
it  succeed  at  being  low-priced, 
M- compatible  and  IBM,  all 
the  same  time. 

With  486  processors  upgrad- 
e  through  the  future  Pentium™ 
eri  )rive™  microprocessor  tech- 
logy,  VESA  local  bus  graphics 
th  1MB  video  memory  and  avail- 
le  L2  Cache,  there's  not  a  dino- 

lr  in  the  bunch.  There  are  also 

Model  425SX/S 

Sr  Model  425SX/S: 

I6SX  25  MHz  System;  4MB  RAM,  120MB  HD  (245MB  HD  available), 
51ots/3  Bays,  pre-installed  with  DOS/Windows™  or  OS/2®  (8MB 
RAM  required).  14"  SVGA  PS/ValuePoint, 
6312  Color  Display 


11,579 


new  high-capacity  hard  disks, 
medialess  models,  and  new  Space- 
Saver and  Mini-Tower  footprints. 
There  are  over  40  configurations, 
so  you  can  pretty 
much  build  a 

PS/ValuePoint  to  I  'HJjjj^ 


meet  your  speci-  V  || 
fic  needs.  There  are 
even  new  monitors,  along  with 
other  features  and  options  avail- 
able for  all  models.  And  they  all 
come  with  HelpWare™— IBM's 
comprehensive  service  and  sup- 
port. Affordable  service  extensions 
are  available  too. 
For  more  information  or  an  IBM  authorized  dealer 
near  you,  call  our  Personal  Systems  HelpCenter™  at 
1  800  772-2227.  In  Canada,  call  1  800  465-7999.  At 
prices  like  this,  it's  the  dawn  of  a  whole  new  era. 


EW  Model  433DX/U: 

I6DX  33  MHz  System;  4MB  RAM,  340MB  HD.  5  Slots/5  Bays, 
e-installed  with  DOS/Windows  or  OS/2  (8MB  RAM  required), 
*      14"  SVGA  PS/ValuePoint,  6312  Color 
Display 


>2,489 


EW  Model  466DX2/T: 

I6DX2  66  MHz  System;  8MB  RAM,  527MB  HD,  8  Slots/6  Bays, 

**    DOS/Windows  or  OS/2  pre-installed,  15"  SVGA 
PS/ValuePoint,  6319  Color  Display 


>3,789 


Feature 

Benefit 

All  models  upgradable  through 
the  future  Pentium  OverDrive 
microprocessor  technology 

Enhanced  processor  performance. 

Local  bus  graphics  standard 
1MB  video  memory  standard 

Increased  graphics  performance. 
True  color  and  Megapel  resolution. 

Available  VESA  local  bus 
slot  standard. 

High-performance  expandability. 

L2  Cache  options  available. 

Increases  system  performance. 

The  end 
of  the 

Clone  Affe. 


ces  reflect  DOS/Windows  pre-installed  "Price  reflects  OS/2  pre-installed  Dealer  prices  may  vary  IBM  and  OS/2  are  registered 
demarks  and  PS/ValuePoint,  HelpWare  and  HelpCenter  are  trademarks  of  International  Business  Machines  Corporation.  Windows  is 
rademark  of  Microsoft  Corporation.  WordPerfect  is  a  trademark  of  WordPerfect  Corporation  Screen  shot  reprinted  with  permission 
m  WordPerfect  Corp  The  Intel  Inside  logo  is  a  registered  trademark  and  Pentium  and  OverDrive  are  trademarks  of  Intel  Corporation 
1993  IBM  Corp 


THE  KEY  TO  SUCCESS 
IN  AN  UNPREDICTABLE  MARKETPLACE 

AS  EXPRESSED 
BY  THE  VENUS  FLYTRAP 


Business  today  is  fickle.  Serving  today's  customers  means  reacting  with 
speed.  More  than  ever,  a  company's  sustenaru  e  depends  on  seizing  opportunity 
at  a  moment's  notice.  Something  difficult  to  do  when  your  business  now  operates 
on  a  streamlined  staff.  Olsten's  solution:  flexibility. 

With  the  I  RjEJadinjJZI  iM^jH  system  your  company  can  think 
and  act  quickly.  Respond  to  developments.  Initiate  change.  I  low?  By  using  an 
immediately  available,  customized  staff  to  supplement  your  full-time  employees.  This 
way  you're  able  to  snap  up  opportunities  when  y<  >u  s<  :e  them  T<  >  <  ;x|  >and  and  c<  intracl 
as  needed.  To  grow  with  minimum  risk.  As  a  result  your  company  is  continuously 
ready,  can  adapt  more  efficiently,  and  always  maintains  a  com|  ><  :titive  edge. 

So  make  Olsten  your  partner  in  flexibility.  We'll  talk  with  you,  assess  your  needs, 
then  design  a  plan  that's  suited  to  you.  Ask  about  our  Partnership  Program1*1  services. 
And  make  sure  success  is  always  within  your  grasp. 


CALL  1-800-225-8367 


Staffing  Services 


THE      WORKING  SOLUTION' 
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$» 

77 

PROGRESS  SOFTWARE  (PRCS)  Bedford,  Mass.  617  275-4500  • 
Creates  programming  language  and  data  bases  for  software  developers 

91.6 

10.6 

49.3 

64.1 

20.3 

62  —  29 

39 

23 

22 

78 

ILC  TECHNOLOGY  (ILCT)  Sunnyvale,  Calif.  408  745-7900 
High-intensity  lighting  for  aerospace,  medicine,  and  entertainment 

45.0 

4.8 

22  8 

58.6 

24.8 

15  —  8 

12 

12 

5 

79 

SUMMIT  CARE  (SUMC)  Burbank,  Calif.  818  841-8750 
Operates  convalescent  hospitals  and  retirement  centers 

80.3 

4.6 

7.7 

86.5 

24.4 

17  —  8 

12 

12 

6 

80 

WHOLE  FOODS  MARKET  (WFMI)  Austin,  Tex.  512  328-7541  • 
Tofu  time.  Chain  of  22  natural-food  supermarkets 

148.6 

3.8 

24.2 

106.7 

20.5 

36—15 

35 

38 

]4 

81 

CANTERBURY  EDUCATIONAL  SERVICES  (SKIL)  Medford,  N.  J.  609  953-0044 
It's  a  learning  experience:  Owner  and  operator  of  vocational  schools 

14.9 

2.0 

10.6 

289.0 

18.6 

7—1 

5 

22 

i 

82 

ARROW  INTERNATIONAL  (ARRO)  Reading,  Pa.  215  378-0131 
Makers  and  marketers  of  clinically  advanced  catheters 

140.7 

20.7 

22.6 

33.3 

26.5 

30—18 

19 

10 

41 

83 

R0TECH  MEDICAL  (ROTC)  Orlando,  Fla.  407  841-21 15  • 
Supplies  oxygen  and  IV  equipment  to  hospitals  and  at-home  patients 

42.7 

4.3 

42.8 

68.7 

19.9 

16  —  9 

12 

17 

7 

84 

AMERICAN  MEDICAL  ELECTRONICS  (AMEI)  Richardson,  Tex  214  91 8-8300  • 
Broken  bones  need  mending?  Their  bone-growth  stimulators  will  help 

33.6 

3.6 

49.5 

101.0 

16.7 

15  —  6 

7 

14 

4 

85 

STATE  OF  THE  ART  (SOTA)  Irvine,  Cc 
Count  on  this:  Developers  of  accountin 

lif.  714  753-1222  • 
g  software 

22.7 

5.0 

24.4 

27.6 

25.8 

13  —  3 

9 

16 

7 

,X(i 

GMIS  (GMIS)  Malvern,  Pa.  215  296-3838 

Clinically  intelligent.  Software  that  helps  health  insurers  contain  costs 

16.5 

3.1 

59.8 

81.1 

14.5 

21  —10 

1 

i 

39 

11 

87 

NU-K0TE  HOLDING  (NKOT)  Dallas  214  250-2785 

A  maker  of  office  supplies,  from  typewriter  ribbons  to  laser  toners 

114.8 

9.2 

11.3 

69.7 

24.1 

22  —  12 

19 

13 

)4 

88 

B00KS-A-MILLI0N  (BAMM)  Birmingham,  Ala.  205  942-3737 
Best-sellers  and  much  more.  107  book  retailers  in  Southeastern  U  S 

95.1 

3.7 

17.3 

77.0 

21.7 

18—12 

16 

23 

11 

89 

CR0SSC0MM  (XCOM)  Marlboro,  Mass.  508  481-4060 
Bridging  and  routing:  It  makes  and  markets  internetworking  c 

evices 

33.3 

2.5 

94.1 

64.0 

14.3 

34—11 

29 

87 

IS 

90 

LIFETIME  H0AN  (LCUT)  New  York  City  718499-9500  • 
Cut  out  to  be  wholesalers  of  cutlery,  kitchen  tools,  and  gadgets 

61.9 

6.3 

161 

94.2 

20.6 

18  —  9 

1. 

i 

13 

s 

91 

BR0DERBUND  SOFTWARE  (BRODj  Novato,  Calif,  415  382-4400 
Publisher  of  educational  and  entertainment  software 

90.5 

12.1 

25.1 

49.5 

22.7 

50—19 

35 

29 

3: 
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RALLY'S  (RLLY)  Louisville,  Ky.  502  245-8900  • 
Its  hamburger  chain  offers  quick,  sizzling  bites 

132.5 

9.2 

56.5 

78.2 

14.0 

24—12 

15 

20 

ii 
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COPLEY  PHARMACEUTICAL  (CPLY)  Canton,  Mass.  617  821-61 1 1 

No  name  is  its  game:  Makers  and  marketers  of  generic  pharmaceuticals 

52.0 

12.3 

37.4 

55.2 

20.2 

46  —  21 

38 

31 

41 

94 

NDC  AUTOMATION  (AGVS)  Charlotte,  N.  C.  704  362-1 115  12.2 
Factory  automation  devices  for  equipment  makers,  from  textiles  to  aerospace 

1.1 

24.6 

125.3 

17.7 

15—1 

14 

30 

3 

95 

VIC0R  (VICR)  Andover,  Mass.  508  470-2900 

It  handles  complete  power  systems,  from  AC  to  DC  and  more 

67.5 

12.6 

32.7 

72.2 

19.5 

24—  13 

15 

26 

31 

96 

FASTENAL  (FAST)  Winona,  Minn  507  454-5374 

Distributors  of  threaded  metal  fasteners  and  other  construction  supplies 

86.4 

9.3 

24.8 

24.9 

23.6 

26—14 

22 

45 

45 

97 

PRIMA  ENERGY  (PENG)  Denver  303  297-2100 

Rocky  Mountain  energy:  An  independent  oil  and  natural  gas 

company 

12.2 

3.2 

40.1 

73.0 

17  7 

33  —  8 

30 

18 

5 

98 

C0MC0A  (CCOA)  Wichita  3 1 6  683-441 1  • 

It  rents  out  the  comforts  of  home— electronics  and  furniture  rental  centers 

59.0 

5.0 

6.8 

37.0 

25.0 

15  —  11 

13 

13 

5 

99 

VITALINK  PHARMACY  SERVICES  (VTLK)  Naperville,  III.  708  505-1320 
Its  pharmacy  services  come  to  the  rescue  with  medicine  and  consulting 

56.8 

6.8 

45.8 

37.5 

18.8 

15  —  8 

9 

17 

11 

100 

TECHNE  (TECH)  Minneapolis,  Minn.  612  379-8854  27.3 
Manufactures  and  sells  diagnostic  products  for  hemotology  and  biotechnology 

4.3 

21.6 

72.1 

20.0 

19  —  9 

14 

31 

13 
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OF  COMPANIES 

The  number  that  follows 
each  company  name 
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Ag  Services  of  America  47 
Amber's  Stores  28 
American  Business  Into  46 
American  Med  Elect  84 
American  Rest  Partners  73 
Appliance  Recycling  48 
Arrow  International  82 
Bollard  Medical  Products  55 
Barra  70 
Bestop  11 
BET  Holdings  31 
BGS  Systems  59 
Books-A-Million  88 
Broderbund  Software  91 
California  Amplifier  10 
Canterbury  Ed  Svcs.  81 

Catalina  Marketing  38 
Charter  Golf  49 
Checkers  Dnve-ln  32 
Chipcom  09 

Citation  Computer  Sys.  20 
Comcoa  98 

Computer  Network  Tech  OO 

Copley  Pharmaceutical  93 

CrossComm  89 

Danek  Group  18 

Data  Race  24 

Day  Runner  30 

Digi  International  75 

Express  Scripts  9 

Fostenal  90 

Finish  Line  12 

First  Team  Sports  15 

Franklin  Quest  5 
Fresh  Choice  13 
GBC  Technologies  34 
GMIS  86 
Healthlnfusion  68 
Henry  (Jack)  64 
Homecare  Management  19 
ILC  Technology  78 
IMRS  52 

Integrated  Circuit  Sys  54 

International  Family  Ent  51 

Intervisual  Books  65 

Intl.  Airline  Support  Grp  37 

IQ  Software  36 

Jean  Philippe  29 

Just  Toys  1 

Lifetime  Hoan  90 
Lone  Star  Steakhouse  2 
Longhorn  Steaks  42 
Medical  Diagnostics  8 
Medicus  Systems  44 
Natural  Wonders  63 
NCI  Building  Systems  74 
NDC  Automation  94 
NiAote  Holding  87 
On  Assignment  22 
Parametric  Technology  27 
Physicians  Clinical  Lab  39 
Platinum  Technology  21 
Premere  Roan  Networks  76 
Prima  Energy  97 
Progress  Software  77 
PSC71 

Quantum  Health  58 
Rally's  92 
ReLife  57 

RoTech  Medical  83 
Salem  Sportswear  41 
Satellite  Tech.  Mgmt  17 
Score  Board  16 
Sonic  53 
Spartan  Motors  33 
State  of  the  Art  85 
Stephan  23 
Summit  Care  79 
Synopsys  35 
Techne  1O0 
Terra  Tech  67 
Transmedia  Network  14 
Triconex  20 

Trident  Microsystem 
Tseng  Lacs  45 
Universal  Electronic 
Universal  Sid.  Med.  b 
Utah  Medical  Prodi 
U.  S.  HomeCare  Si 
U.S.  Robotics 40 
ValufrAdded  Comrr 
VicorOS 

VltaUnk  Pharmacy ' 
Vmark  Software  61 
WD40  60 
Whole  Foods  Mark 
Xircom  4 
Xyplex  62 
Zebra  Technologies 
Zoll  Medical  72 
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1    9    9    3        TOYOTA        CAM    R  Y 


You've 
Heard 
Is  True. 


■  Did  you  hear  how  quiet  the  Toyota  Carnry  is?  Or  how  it  handles.  Or  that  it  has  an  available  V6  engine.  Maybe 
somebody  lold  you  that  most  Camrys  are  built  in  Georgetown,  Kentucky.  That  they  have  a  standard  driver-side  air 
bag.*  And  that  Automobile  Magazine  called  the  Camry  XLE  V6  "the  best  car  built  in  America.""  ■  But  why  take 
their  word  for  it?  Get  inside  a  Camry  and  go  for  a  drive  yourself.  You'll  see  that  everything  you've  heard.  ..is  true. 

■  Gall  1  -800-GO-TOYOTA  for  a  brochure  and  location  of  your  nearest  dealer.    "I  love  what  you  do  for  me" 

®  TOYOTA 


Toroia  CamvXLK  Vfi,  mi  AulmM:M« 


"•— ' — ---- 


There's  been  a  lot  of  talk  lately  about  800  reliability.  But  who  delivers? 
WeU,  FTD  is  into  flower  delivery  in  a  big  way.  460,000  Mother's  Day  orders  big. 

Not  surprisingly,  FTD  chose  Sprint  to  provide  their  vital  communications  lin 
Perhaps  the  deciding  factor  in  their  choice  was  Sprint's  unique  nationwide,  100% 
digital,  fiber-optic  network.  The  network  so  reliable  it  withstood  Hurricane  Hug< 
Hurricane  Andrew  and  the  San  Francisco  earthquake.  (That's  a  statemen 
j^Pyfr^   AT&T  and  MCI  can't  make.) 

^•lU^r    FTD  also  depends  on  Sprint  for  the  strength  of  our  service  commitment 
One  so  good  that  only  Sprint  offers  each  new  customer  a  90-day  money-bac 
guarantee.  Simply  stated,  if  you're  not  satisfied  with  Sprint's  800  service  after  your 


Other  conditions  apply.  Monthly  service  charge  refunded  if  preplanned  rout ing  change  not  made  within  5  minutes.  All  trademarks  are  property  of 


'st  90  days,  you  get  your  money  back,  up  to  $50,000.  What  does  AT&T  think  of 
ving  you  your  money  back?  Apparently  not  much.  All  they'll  do  is  credit  individual 
Us  up  to  $100  in  one  year.  Hardly  comparable  to  what  we  offer. 

This  same  Sprint  Secure™  guarantee  also  assures  you  that  in  the  unlikely 
ent  of  an  emergency,  Sprint  will  route  your  calls  to  a  preplanned  location  of  your 
loice  within  five  minutes. 

Look  at  it  this  way:  if  Sprint  can  please  460,000  moms  for  FTD,  we  can  certainly 
sliver  for  you. 


For  the  perfect  800  service,  guaranteed. 
How  Sprints  Call  1-800-827-4800. 


r  respective  owners.  ©  1993  Sprint  Communications  Company  L.P 


PATENTS 


PATENT  SHOWDOWN 
PENDING  

The  Sony-Kodak  video  battle  adds  to  U.S.-Japanese  fractiousness 


Of  all  the  technologies  Japan  has 
staked  out  since  World  War  II, 
video  is  the  crowning  success 
story.  In  1992  alone,  shoppers  around 
the  world  bought  more  than  50  million 
VCRs  and  camcorders,  nearly  all  of  them 
built  by  Japanese  companies  and  their 
Asian  licensees.  It's  a  $17  billion  market. 
So  when  Eastman  Kodak  Co.  sued  Sony 
Corp.  in  Texas  recently  for  allegedly  vio- 
lating its  patent  on  the  recording  tech- 
nology used  in  many  video  machines,  the 
action  sent  a  chill  through  Japan's  elec- 
tronics sector. 

The  two  companies  are  digging  in  for 
what  could  be  the  fiercest  patent  battle 
of  the  1990s.  If  Kodak  wins,  it  will  likely 
demand  hundreds  of  millions  of  dollars 
in  damages  and  royalties  from  Sony  and 
from  other  Japanese  companies  who  rely 
on  the  same  technology.  In  an  encourag- 
ing sign  for  the  Rochester  (N.  Y.)  compa- 
ny, it  recently  won  a  patent  on  the  dis- 
puted "microgap"  technology  in  Japan, 


reversing  a  1990  decision  by  Tokyo's  pat- 
ent office.  Kodak's  patent  covers  the  op- 
timal size  for  tiny  gaps  in  magnetic  re- 
cording heads  used  to  store  images  on 
tape  in  most  camcorders  and  VCRs.  Sony 
is  fighting  back:  As  it  prepares  for  a 
confrontation  in  U.  S.  courts,  it's  also 
seeking  once  again  to  overturn  Kodak's 
hard-won  Japanese  patent.  The  technol- 
ogy, says  a  Sony  official,  "was  in  the 
public  domain  long  before"  Kodak  filed 
its  patent.  Kodak  declines  to  comment. 

Whichever  side  wins,  the  clash  is 
bound  to  touch  one  of  the  rawest  nerves 
in  the  U.  S.-Japan  technology  relation- 
ship: intellectual  property  rights.  In  the 
past  two  years,  U.  S.  companies  and  pri- 
vate inventors  have  filed  more  than  100 
patent  and  copyright  suits  against  Japa- 
nese companies.  Encouraging  these  ac- 
tions is  a  string  of  huge  damages  Ameri- 
can juries  have  awarded  U.  S.  patent 
holders.  Under  siege,  the  Japanese  have 
become  fierce  street  fighters,  boning  up 


on  U.  S.  law  and  aggressively  counters 
ing  (table,  page  100). 

In  the  new,  confrontational  climate 
U.  S.-Japanese  relations  established 
President  Clinton,  "I'm  sure  these  kin 
of  disputes  are  going  to  be  raised  mc 
and  more,"  says  Mark  Foster,  a  Po 
land  (Ore.)  technology  attorney  and  fi 
mer  U.  S.  legal  counsel  in  Tokyo.  "I 
only  a  matter  of  time  before  the  Clint 
team  takes  these  up."  Indeed,  ma 
American  trade  experts  consider  Japai 
long  delays  in  granting  patents  a  nc 
tariff  barrier.  The  U.  S.  Trade  Repres< 
tative's  Office  says  it  is  studying  t 
patent  disputes  with  the  possibility 
raising  the  issue  in  bilateral  talks.  A 
Clinton  just  nominated  an  aggressive  i 
vocate  of  patent  and  copyright  enfon 
ment,  Bruce  Lehman,  47,  as  commissk 
er  of  patents  and  trademarks. 
less  red  tape.  The  patent  wars  go 
the  heart  of  U.  S.-Japanese  relatioi 
Facing  growing  costs,  big  companies 
both  countries  are  pooling  technolo^ 
Collaborations  such  as  the  chip  partn 
ship  of  Texas  Instruments  and  Hitac 
AT&T  and  NEC,  and  of  IBM,  Toshiba,  a 
Siemens  reduce  licensing  burdens  a 
make  it  easier  for  the  partners  to  stri 
bargains  because  they  can  negotiz 
groups  of  patents.  By  raising  the  cost 
infringement,  patent  battles  have  hi 
tened  the  rush  to  cross-licensing  and  a 
ances.  But  they've  also  sown  mistru 
making  most  high-tech  alliances  less  pi 
ductive  than  they  might  be  otherwise 

At  the  same  time,  the  patent  battl 
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Put  an  awesome  force 
to  work  for  your  business. 
There's  speed  for  you  to  succeed 
with  Digital's  PCs. 
So  swift,  so  powerful  that  the 
DECpcm433dx  LP  personal  computer 
was  named  "...the  overall  winner" 
in  rigorous  testing  by  PC  Week  Labs. 
Its  local  bus  video  with  GUI  acceleration 
can  really  make  your  Windows™ fly. 
Never  before  has  so  much  power 
been  so  affordable,  so  expandable 
and  so  very  easy  to  use. 
Now  imagine  how  fast  a  PC  from  Digital 
can  help  your  business  move. 
For  more  information, 


talk  to  the  people  at  Digital.  Call 
1-800-DIGITAL,  press  2,  ask  for  ext.  76E. 


U.S.  COMPANIES  ARE  CRYING  PATENT  PIRACY... 

1 993  EASTMAN  KODAK  SUES  SONY  in  Texas,  claiming  patent  infringement  for  recording 
heads  used  in  VCRs  and  camcorders. 

IBM  SUES  KYOCERA  in  Tokyo  for  selling  personal  computers  containing  propri- 
etary IBM  operating  software. 

1992  HONEYWELL  WINS  $127  MILLION  in  autofocus  suit  against  Minolta.  Then,  settles 
with  more  than  10  other  Japanese  companies.  Total  gain:  $300  million. 

LORAL  FAIRCHILD  SUES  30  JAPANESE  AND  KOREAN  MANUFACTURERS  for  infringing  on 
patents  for  image  sensors  in  videocameras  and  faxes. 

SEGA  ENTERPRISES  SETTLES  WITH  U.S.  INVENTOR  JAN  COYLE  after  court  upholds  his 
imaging  patents. 

AMGEN  WINS  SUIT  AGAINST  CHUGAI,  which  stops  distributing  contested  drugs. 

...AND  THE  JAPANESE  ARE  FIGHTING  BACK 

1 993  MITSUBISHI  ELECTRIC  SUES  TO  HAVE  JEROME  LEMELSON'S  patent  on  assembly  line  in- 
spection systems  declared  invalid. 

1992  RICOH  SUES  HONEYWELL  in  New  Jersey  court  over  sensor  patents. 

MITSUBISHI  ELECTRIC  SUES  WANG  claiming  it  violated  U.S.  antitrust  laws  in  efforts 
to  enforce  patents  on  chip  modules. 

SANYO  ELECTRIC  SUES  TEXAS  INSTRUMENTS  in  San  Francisco,  claiming  Tl's  coercion 
over  chip  licensing  breaches  antitrust  laws.  The  parties  settle  put  of  court. 

1991  FUJITSU  SUES  Tl  in  Tokyo  to  exempt  Fujitsu  from  Tl's  chip  patent.  ■ 

DATA:  BUSINESS  WEEK 


close  doors  to  dozens  of  smaller  compa- 
nies that  lack  the  money  to  fight  drawn- 
out  court  battles  and  don't  possess  the 
technological  assets  with  which  to  bar- 
ter. Says  Jerry  Rogers,  president  of 
chipmaker  Cyrix  Corp.  in  Richardson, 
Tex.:  "If  Intel  had  to  pay  the  kind  of 
price  [in  litigation]  that  we  have  to  pay, 
there  wouldn't  be  an  Intel  today."  The 
patent  clashes  also  add  to  overall  costs 
of  making  goods.  "Companies  putting 
out  good,  cheap  products  are  getting 
dragged  down,  and  the  additional  cost 
will  land  on  consumers,"  says  Hisao 
Yuasa,  general  manager  of  the  legal  of- 
fice at  Ricoh  Co.  in  Tokyo. 

Even  so,  the  potential  costs  haven't 
dampened  the  litigation  frenzy.  U.  S. 
electronics  companies  for  years  have 
blasted  Japanese  rivals  for  ripping  off 
ideas  and  rushing  them  to  market.  Final- 
ly, courts  in  Japan  and  America  are  lend- 
ing a  sympathetic  ear.  Patent  holders 
have  won  a  series  of  high-profile  vic- 
tories against  Japanese  companies  in  the 
U.  S.,  culminating  in  Honeywell  Inc.'s 
defeat  of  Minolta  Camera  Co.  in  1992. 
Minolta  was  forced  to  cough  up  $127 
million  in  settlement  fees  and  license 
payments  for  autofocus  technology  cov- 
ered in  Honeywell's  patents.  Honeywell 
then  collected  an  even  larger  sum  from 
more  than  10  other  camera  makers, 
pushing  the  total  over  $300  million. 

The  Kodak-Sony  showdown  is  now 
raising  the  stakes  even  more.  In  1979, 
Kodak  filed  a  patent  for  microgap  tech- 
nology based  on  research  by  James  U. 


Lemke  of  its  Spin  Physics  subsidiary. 
Although  a  U.  S.  patent  was  issued  in 
1981,  the  Japanese  Patent  Office  reject- 
ed Kodak's  application  when  Sony  and 
other  Japanese  companies  challenged  it. 
Sony  claimed  that  the  move  to  narrower 
gaps  was  a  well-established  industry 
trend. 

In  subsequent  meetings,  however,  Ko- 
dak was  able  to  persuade  Japanese  au- 
thorities to  grant  the  patent.  The  ap- 
proval in  April  lends  tacit  support  to 
Kodak's  suit  in  the  U.  S.,  though  there's 


American  trial  lawyers  and 
patent  scholars  are  being 
jetted  to  Tokyo  to  address 
'know-thy-enemy"  seminars 


a  downside  as  well  to  the  timing:  Kodak 
is  launching  electronic  imaging  based  on 
compact-disk  technology,  on  which  Sony 
owns  some  key  patents.  Kodak  declines 
to  comment,  but  experts  say  the  U.  S. 
giant  will  require  cooperation  from  Japa- 
nese consumer  electronics  companies 
that  its  suit  is  starting  to  alienate.  Sony 
and  others  say  they  intend  to  challenge 
the  Tokyo  patent  office  decision. 

In  Japan,  meanwhile,  the  string  of  le- 
gal attacks  has  become  fodder  for  anti- 
Americanism.  Last  summer,  TV  announc- 
er Soichiro  Tahara  railed  against  patents 


as  a  "nuclear  weapon  prepared  by  Ail 
ica.  People  everywhere  will  be  fro 
unable  to  produce  anything."  Others 
cry  the  American  jury  system,  w 
they  argue  is  biased  against  Japan. 

The  Japanese  apparently  have  dec 
that  the  best  defense  is  a  strong 
fense.  Company  executives  have  bu 
themselves  in  books  on  the  U.  S. 
system  and  patent  code.  Scores  of  c 
pany  recruits  have  been  sent  to  U.  S. 
schools  while  American  lawyers  and 
ent  scholars  are  jetted  to  Tokyo.  Bi 
on  U.  S.  legal  advice,  the  Japanese 
are  trying  to  bog  down  their  accus 
In  the  past  two  years,  six  major  J; 
nese  corporate  defendants  in  patent 
als  have  wheeled  around  and  sued  t 
accusers:  Fujitsu  and  Sanyo  Ele< 
sued  Texas  Instruments,  hoping  to 
cape  paying  heavy  licenses  on  its  i 
grated-circuit  patents.  Mitsubishi  I 
trie  Corp.  sued  Wang  Laboratories  ] 
claiming  that  demands  for  royalties 
Wang's  semiconductor-related  pat< 
violated  American  antitrust  law.  And 
coh  countersued  Honeywell  for  allegi 
violating  a  Ricoh  patent  on  air-condit 
er  sensors. 

sumo  mentality.  Can  the  patent  v 
be  defused?  The  best  way,  say  exp 
in  both  countries,  would  be  to  harmo 
the  starkly  different  patent  syste 
The  U.  S.  grants  patents  to  those  ' 
claim  to  have  invented  something  f 
In  Japan  and  most  other  countries, 
ent  rights  go  to  whoever  first  files 
application.  Applicants  and  their  in' 
tions  are  kept  secret  in  America  um 
patent  is  granted.  But  in  Japan  and 
rope,  the  information  is  published 
months  after  filing,  which  gets  techr 
data  into  the  public  domain  sooner.  IV 
important,  American  inventors  can 
ent  an  invention  and  all  obvious  spin-' 
in  a  single  application.  Authorities  in 
pan  grant  separate  patents  for  m 
variations. 

Nobody  doubts  that  the  Japanese 
European  systems  are  tougher  on  in1 
tors:  Publishing  information  encoura 
imitators.  And  the  flood  of  minor  a] 
cations  creates  horrendous  backlogs, 
electronics  patent  filed  in  Tokyo  to 
would  take  at  least  five  years  to  cl 
instead  of  two  years  in  the  U.  S. 

But  in  the  current  climate,  it's  han 
see  how  the  patent  systems  can  be  ] 
monized.  The  epic  Kodak-Sony  case  s 
gests  that  the  "yokozuna,  or  si 
champions,  of  America  and  Japan 
squaring  off  for  battle,"  says  Tokyo 
torney  Toshiaki  Hasegawa.  As  long 
the  costs — and  profits — of  fast-mo\ 
technology  are  so  steep,  there's  li 
sign  that  the  courtroom  fighting 
fade  anytime  soon. 

By  Neil  Gross  in  Tc 
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"If  our  copiers  are  working, 
our  people  are  working." 


The  performance  of  your 
high-volume  copying  systems 
i  vital  to  the  productivity  of 
our  organization. 

That's  why  we're  proud  to 
ffer  the  Corporate  Line  of  highly 
reductive  high-volume  copying 
ystems— copiers  uniquely 
reated  for  the  demands  of  companies  like  yours. 

The  Corporate  Line,  featuring  the  NP  9800  and  our 
lew  NP  6060,  was  designed  for  durability  day  in  and  day 
•ut.  These  copiers  take  productivity  beyond  delivering  more 


THE  CORPORATE  LINE 


copies  per  minute.  With  fast  first  copy 
speeds  so  your  people  spend  less  time 
completing  short  runs.  Sophisticated 
document  handling  and  finishing  capa- 
bilities for  complete  stapled  sets  at 
the  touch  of  a  button.  And  innovations 
like  the  largest  paper  capacities  in  the 
industry  so  your  people  spend  less  time 
at  the  copier,  and  more  time  working. 

The  Corporate  Line,  from  Canon.  For  eleven  years, 
America's  #1  copier  company.  And  now  the  new  power  in 
high-volume  copying.  Call  1-800-OK-CANON. 


Come  see  the  Canon  Greater  Hartford 
Open  Golf  Tournament  June  24-27, 
or  watch  it  on  CBS  (June  26-27.) 


Canon 


THE  COMMITMENT  TO 
OPEN  SYSTEMS  IS  GENERATING 
WORLDWIDE  REWARDS. 


order  to  compete  more  effectively  in  today's 
increasingly  global  economy,  more  and  more  organizations  are 
re-evaluating  the  way  they  do  business  and  turning  to  open 
information  systems  strategies. 

The  rewards  are  substantial.  Not  only  are  these  organiza- 
tions saving  hundreds  of  millions  of  dollars,  but  they  are  realizing 
many  other  returns.  Including  higher  profits,  a  stronger  world- 
wide competitive  edge,  and  the  flexibility  to  make  and  implement 
the  strategic  business  decisions  needed  to  keep  up  with  their 
customers'  changing  needs. 

To  help  your  organization  reap  similar 
rewards,  contact  X/Open.  We're  an  inde- 
pendent unifying  organization  dedicated  to 


mm  m 

helping  you  get  the  most  from  open  systems. 

Only  X/Open  offers  everything  you  need  to  ensure  that 
your  investment  in  open  systems  pays  off.  X/Open  branded 
products  let  you  move  from  the  closed,  outdated  architectures  c 
the  past  to  the  open  systems  of  today.  Giving  you  better  and 
faster  access  to  more  information.  Providing  you  with  more 
flexibility  in  the  business  decisions  you  need  to  make  to  succeec 
And  assuring  that  your  organization  can  keep  up  with 
the  challenges  you'll  face  in  the  future.  \  ' 

To  find  out  more  about  the  rewards  of  open  systems, 
call  1-800-568-OPEN  for  your  free 
copy  of  our  report  "The  Most  Cost-Effective 
Way  To  Implement  Strategic  Change!' 


The  Worlds  Standard  For  Open  Systems, 


velopments  to  Watc 


3  BY  EMILY  T  SMITH 


TTING  BIOFEEDBACK 
fO  SHARPER  FOCUS 


For  years,  biofeedback 
systems  have  helped 
people  learn  to  relax, 
lower  their  blood  pres- 
sure, and  cope  with  pain. 
With  a  computer  and 
other  gear  collecting  and 
displaying  physiological 
data,  individuals  learn  to 
alter  their  internal  state 
by  force  of  mind.  Sub- 
jects know  they're  ap- 
proaching a  goal  when  a 
circle  on  the  computer 
screen  grows  larger.  But 
hard  to  achieve  the  same  result  without  the  gear,  since 
le  have  trouble  conjuring  up  a  circle  that  changes  size, 
iter  Mindscope  Inc.  in  Meadville,  Pa.  To  give  biofeedback 
ions  a  more  lasting  effect,  its  system  replaces  the  circle 
video  clips  stored  on  a  Pioneer  laser-disk  player.  When  a 
set  is  close  to  the  goal,  footage  of  waves  crashing  on 
s  appears  in  sharp  focus.  Move  away  from  the  goal,  and 
image  gets  progressively  out  of  focus.  The  advantage, 
Iscope  officials  say,  is  that  nature  scenes  on  video  are 
jr  than  the  circle  to  recall,  and  thus  give  the  computer-run 
ions  a  greater  carryover  effect. 


IYBE  YOU  REALLY  CAN 

EW  YOUR  WAY  TO  CLEANER  TEETH 


new  product  from  Purdue  University's  Fort  Wayne 
k(Ind.)  campus  could  take  a  big  bite  out  of  the  $3  billion 
;h  American  chewing  gum  market.  Purdue  researcher  Carl 
»er  has  developed  a  chewing  gum  that  he  says  can  remove 
ue  and  polish  teeth  at  the  same  time.  The  secret:  an 
edient  called  calcined  kaolin,  a  purified  clay  that  is  treated 
,  high  temperature.  Since  the  early  1980s,  Kleber  has 
ximented  with  different  sizes  of  kaolin  to  find  the  right 
3-ination  to  clean  and  polish  without  harming  tooth  enamel, 
le  gum,  which  looks  and  tastes  like  regular  chewing  gum, 
be  formulated  with  different  flavors — even  bubble  gum. 
:ral  major  U.  S.  oral-care  companies  are  holding  clinical 
>  of  the  gum,  says  Stanley  Becker,  vice-president  at  San 
;o-based  Premedent  Technology  Inc.,  a  technology -transfer 
pany  that  is  working  with  Purdue  to  commercialize  the 
uct.  Becker,  who  says  the  gum  is  intended  to  be  a  supple- 
t  rather  than  a  substitute  for  brushing,  expects  to  line  up 
al  within  the  next  six  months. 


EDDING  LIGHT  ON 

E  ODD  CHROMOSOME  OUT 


ich  normal  human  sperm  cell  spells  out  sexual  destiny  by 
:arrying  either  an  X  or  a  Y  chromosome.  But  when  these 
contain  an  extra  sex  chromosome  or  any  other  chromo- 
s,  called  an  autosome,  the  sperm's  progeny  can  suffer 
iad  health  problems,  including  mental  retardation,  congeni- 
nalformations,  and  behavioral  abnormalities, 
lilding  on  a  technique  that  uses  a  flourescent  dye  to  "light 
pieces  of  human  dna,  scientists  at  Lawrence  Livermore 


National  Laboratory  in  Livermore,  Calif.,  can  now  quickly  and 
reliably  illuminate  these  extra  chromosomes  and  thus  identify 
men  at  risk  for  conceiving  children  with  health  problems.  The 
new  technique  was  developed  to  track  malformations  in  chro- 
mosomes as  cells  divide.  But  researchers  hope  that  the  ability 
to  pinpoint  the  presence  of  extra  chromosomes  in  sperm  will 
give  them  a  tool  to  study  external  factors,  such  as  smoking  or 
exposure  to  drugs,  that  could  cause  mutations.  "Now  we  can 
determine  whether  those  things  we  worry  about  are  really  the 
problem,"  says  medical  biophysicist  Andrew  J.  Wyrobek  at 
Lawrence  Livermore.  Ultimately,  the  technique  may  make  it 
possible  to  screen  men  for  abnormal  sperm  cells. 


BIG  BLUE  MAKES  A  BIG  SPLASH 
IN  THE  CHIP  MARKET 


For  most  of  the  1980s,  there  was  an  on-again,  off-again 
debate  within  IBM:  Should  the  world's  largest  chipmaker 
and  perennial  memory-chip  pioneer  sell  semiconductors  to  ex- 
ternal customers,  not  just  internally?  Last  year,  the  decision 
came  down  in  favor  of  competing  in  the  open  market.  Market 
watchers  such  as  Dataquest  Inc.  viewed  IBM's  goal — $500  mil- 
lion in  outside  sales  within  three  years — as  optimistic.  That 
was  because  most  observers  figured  the  main  thrust  would 
come  in  so-called  DRAM  memory  chips,  a  glutted  market. 

IBM,  however,  surprised  everyone  at  the  mid-May  Custom 
Integrated  Circuits  Conference  in  San  Diego.  There,  it  an- 
nounced a  major  push  into  the  fast-growing  market  for  appli- 
cation-specific integrated  circuits,  or  ASICs.  The  company  will 
offer  its  most  advanced  ASIC  designs,  including  chips  with  an 
incredible  1.3  million  gates,  or  logic  switches.  Customers  will 
thus  be  able  to  use  these  ASICs  as  the  guts  of  very  complex 
electronics  gear — or  save  money  by  combining  several  existing 
ASIC  chips  on  one  slice  of  silicon.  Going  to  market  with  its  best 
ASIC  technology,  says  Dataquest,  shows  that  IBM  is  serious 
about  becoming  a  major  player  in  chip  markets. 


THE  'GREEN'  GENES 
INSIDE  INSECTS 


Insects  have  the  vex- 
ing habit  of  eventually 
developing  resistance  to 
most  of  the  chemicals  in- 
dustry develops  to  wipe 
them  out.  Now,  scien- 
tists may  transform  that 
liability  into  an  environ- 
mental asset. 

Richard  Michael  Roe, 
associate  professor  of 
entomology  at  North 
Carolina  State  Universi- 
ty, has  identified  the 
genes  in  several  insects 
that  help  them  alter  the  chemical  makeup  of  an  insecticide  so 
that  the  bugs  can  survive.  Roe  has  inserted  those  genes  into 
microorganisms,  where  the  genes  continue  to  function.  The 
genetically  engineered  bacteria,  says  Roe,  could  theoretically 
render  chemicals  harmless.  In  experiments,  one  gene  enables 
bacteria  to  make  some  toxic  substances  water-soluble.  Roe 
thinks  that  bacteria  with  insect  genes  could  be  used  in  a 
variety  of  ways — to  clean  up  contaminated  soil  or  render  the 
toxic  byproducts  of  manufacturing  processes  harmless.  NCSU 
has  applied  for  patents  on  the  genes  and  process,  and  Roe  is 
trying  to  interest  companies  in  the  technology. 
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CHIEF  EXECUTIVES  I 


DID  LESLIE  WEXNER 

TAKE  HIS  EYE  OFF  THE  BALL? 


Critics  claim  The  Limited  and  other  properties  have  been  suffering  a  case  of  management  neglect 


R 


bailing  savant  Leslie  H.  Wexner 
isn't  the  type  to  wax  sentimen- 
tal—even about  the  most  senti- 
mental of  things.  "Marriage?"  he  says.  "I 
was  kind  of  neutral  about  it.  I  figured  if 
you  meet  someone  and  you  fall  in  love, 
you  get  married.  If  you  don't,  you  don't." 
Well,  he  did.  In  January,  the  55-year- 
old  chairman  of  The  Limited  Inc.  mar- 
ried 31-year-old  Abigail  S.  Koppel,  a  cor- 
porate attorney  at  Davis  Polk  & 
Wardwell.  She  has  since  given  up  her 
job  at  the  prestigious  New  York  law 
firm  and  now  the  two  are  talking  kids. 

Les  Wexner  is  nesting.  If  ever  there 
was  a  sign  that  the  '80s  are  long  gone, 
this  is  it.  Of  course,  Wexner  has  em- 
braced the  current  decade  in  his  own 
inimitable  style:  The  erstwhile  bachelor 
billionaire  didn't  just  buy  a  house  for 
his  new  bride,  he  built  a  small  town 
outside  of  Columbus,  Ohio,  and  nestled 
into  a  60,000-square-foot  mansion. 

Shareholders,  however,  are  hoping 
that  Wexner's  newfound  interest  in 
hearth  and  home  will  translate  into  a 
renewed  devotion  to  The  Limited.  The 
$7  billion  retailing  powerhouse  is  suf- 
fering a  bad  case  of  1980s  hangover.  Its 
stock  has  stalled  at  1987  levels.  The 
company's  two  largest  divisions— the 
flagship  Limited  Stores  and  Lerner  New 
York— have  lost  direction  and  profits. 
"Our  business  hasn't  been  good  for 
years,"  concedes  Limited  Stores  Presi- 
dent Howard  Gross.  "Hell,  yeah,  I'm 
feeling  pressure."  As  for  Victoria's  Se- 
cret Stores,  the  once  hot  lingerie  chain  is 
plagued  by  persistent  quality  problems. 
MEA  CULPA.  The  recession  certainly 
hasn't  helped.  But  many  analysts  and 
former  employees  lay  the  blame  at 
Wexner's  feet.  While  his  core  units  dete- 
riorated, they  contend,  the  chairman  fo- 
cused on  smaller,  more  promising  busi- 
nesses. He  became  distracted  by  outside 
pursuits  ranging  from  real  estate  to 
board  memberships  to  desi^nin^  interi- 
ors for  his  own  and  friends'  homes. 
When  he  was  around,  former  employ- 
ees say,  his  mercurial,  peripatetic  pres- 
ence served  to  rankle,  not  help.  And  af- 
ter several  key  defections  and  firings, 
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management  ranks  are  thin.  "Look  at 
the  results,"  says  a  former  top  executive. 
"They're  lousy.  I  still  own  Limited  stock, 
and  I'm  very  angry  with  him." 

Wexner,  who  denies  taking  his  eye 
off  the  ball,  insists  that  he's  fully  en- 
gaged in  the  company.  Programs  are 
under  way  to  shore  up  management, 
stores  are  being  "right-sized,"  and  qual- 
ity problems  are  being  addressed.  Still, 
during  a  rare  interview  at  The  Limited's 
Columbus  headquarters,  Wexner  offered 
a  mild  mea  culpa.  "I  have  been  very 
busy  doing  a  lot  of  things,"  he  says.  "As 
for  being  disappointed  in  Limited  and 
Lerner's  results,  yeah,  I  am." 

Wexner  seems  to  have  convinced  Wall 
Street's  retail  analysts  that  he  has  the 
situation  under  control.  Most  are  pre- 
dicting sales  will  approach  $8  billion  this 
year,  up  from  $6.9  billion  in  1992.  Oper- 
ating earnings,  they  think,  could  top  $1 
billion,  up  from  $789  million  last  year. 
But  first-quarter  results,  which  came 
out  May  11,  fell  short  of  Wall  Street's  es- 


timates. Sales  were  up  only  7.3%,  c 
pared  with  predictions  topping  10%. 
income  dropped  14%  instead  of  m 
7%.  Worse  yet,  same-store  sales  drop 
roughly  5%  at  Victoria's  Secret  an( 
least  10%  at  Limited  Stores  and  Ler 

Now  that  he's  back,  the  questio: 
whether  Wexner  has  a  coherent  strat 
to  turn  around  his  core  businesses. 
Limited's  growth  lately  has  come  la 
ly  from  its  Express  Inc.  divisioi 
young  women's  apparel  chain  that 
came  the  largest  producer  of  sales 
earnings  last  year— and  a  slew  of  i 
growing  startups.  Most  of  those  1: 
nesses  are  run  by  Michael  Weis: 
widely  renowned  merchant  who 
been  at  the  company  for  12  years. 

By  contrast,  Wexner  has  lost  his  1 
people  at  Limited  Stores,  Lerner, 
Victoria's  Secret.  Since  1990,  both  V< 
Gibson,  president  of  Limited  Stores, 
Robert  Grayson,  head  of  Lerner,  fi 
departed.  Wexner  replaced  Gibson- 
steered  Limited  Stores  for  six  yea 


THE  LIMITED'S  SALES 
HAVE  BEEH  GROWING. 

SALES 


4 


...BUT  MARGINS 
HAVE  BEEN  SINKING 


H  MM,  OPERATI 
MARGII 
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'90  '9! 


▲  BILLIONS  OF  DOLLARS 


▲  PERCENT 


...AND  THE  STOCK  PRICE 
IS  MOVIHG  SIDEWAYS 


OAIA:  UBS  SECURITIES  INC ,  BRIDGE  INFORMATION  SYSTEMS  INC 


i  Howard  Gross,  who  had  success- 
'  run  Victoria's  Secret.  The  result: 
l  divisions  have  suffered.  Gross 
l't  sold  women's  apparel  for  eight 
•s  and  needs  to  find  a  strategy  that 
ks.  His  buying  team  is  in  turmoil.  In 
il,  four  of  his  top  buyers  resigned, 
ther  left  to  join  Ann  Taylor  Stores, 
he  management  unrest  comes  at  an 
dally  bad  time.  Over  the  past  sever- 
ears,  former  insiders  say,  the  strate- 
gy that  wove  together 
The  Limited's 


growth  in  the  1980s  has  begun  to  unrav- 
el. The  problem:  Its  stores  and  cata- 
logs—long on  glitz  and  image— have  sold 
apparel  short  on  quality.  That  was  fine 
during  The  Limited's  boom  days,  when 
it  ran  circles  around  department  stores 
with  flashy,  up-to-date  mall  shops.  But 
Gross  admits  that  as  his  core  "twenty- 
something"  customer  moved  into  her 
30s,  she  balked  at  pants  with  no  linings 
and  plastic  buttons  that  popped  off. 

Trouble  is,  the  company's  traditional- 
ly rich  margins  were  based  on  that  for- 
mula. And  as  customers  began  to  sour 
on  paying  up  for  such  clothing,  mark- 
downs  of  merchandise  at  Limited 
Stores  and  Lerner  ate  into 
profits.  UBS  Secur- 


new  wife  Abigail: 
Will  Wexner's  settling 
down  translate  into 
renewed  devotion  to 
The  Limited? 


ities  Inc.  analyst  Todd  Slater  estimates 
that  in  1989,  the  two  chains  together 
generated  roughly  $2  billion  in  sales  and 
$313  million  in  operating  profits— more 
than  half  the  company's  total  earnings. 
By  last  year,  their  combined  profits  had 
fallen  to  $161  million. 

All  the  while,  Wexner  has  been  busy 
doing  other  things.  Much  of  his  time  at 
work— probably  too  much,  he  admits— 
has  been  spent  developing  what  he  calls 
the  "baby"  businesses:  smaller  specialty 
retailers  he  hopes  will  grow  into  giants. 
So  far,  the  babies  have  been  precocious. 
Bath  &  Body  Works,  a  chain  of  Body 
Shop  Inc.  knockoffs  that  sell  fragrances 
and  soaps,  should  earn  $13  million  this 
year  on  $105  million  in  sales.  And  Struc- 
ture, a  330-store  chain  that  sells  moder- 
ately priced,  Armani-inspired  men's 
clothes,  should  pocket  $63  million  on 
$455  million  in  sales. 

For  all  their  success, 
though,    those  chains 
made  up  just  5.5%  of  to- 
tal sales  in  1992.  And  oth- 
er units  have  their  own 
problems.  Neither  Aber- 
crombie  &  Fitch,  a  preppy 
men's  apparel  chain,  nor 
Henri  Bendel,  a  set  of  four 
tony  women's  apparel  stores, 
is  profitable.  Improving  quali- 
ty  at  Victoria's   Secret  has 
pinched  margins  there. 
COUNTRY  HOUSE.  Although  he  is 
loath  to  admit  his  stores  stocked 
shoddy  merchandise,  Wexner  de- 
scribes the  environment  into  which 
he  was  selling  this  way:  "In  the  '70s 
and  '80s,  the  mentality  of  America 
was  that  everything  was  disposable. 
The  notion  of  quality  wasn't  important." 
The  '90s  are  different:  Value  is  king. 
Critics  say  that  as  the  market  turned- 
rendering  The  Limited's  key  units  out-of- 
step— Wexner  was  distracted. 

Wexner  bought  companies  that  he 
himself  describes  as  "flat  out  losers."  He 
launched  several  takeover  attempts  of 
such  department-store  chains  as  Carter 
Hawley  Hale  Stores  Inc.  and  Marshall 
Field  &  Co.  Meanwhile,  he  began  as- 
sembling an  art  collection  studded  with 
Picassos  and  de  Koonings,  bought  man- 
sions in  Palm  Beach,  Fla.,  and  Aspen, 
Colo.,  took  cruises  on  his  yacht,  The 
Limitless,  and  made  a  hobby  out  of  re- 
decorating homes.  Wexner  sits  on  the 
boards  of  Sotheby's  and  Banc  One  Ohio 
Corp.  and  donated  $25  million  for  the 
Wexner  Center  for  the  Arts  at  Ohio 
State  University,  his  alma  mater. 

Perhaps  his  most  spectacular  diver- 
sion is  the  sprawling  "town"  he  is  build- 
ing in  New  Albany,  Ohio— a  once  sleepy 
hamlet  12  miles  north  of  Columbus. 
Starting  in  1987,  Wexner  bought  thou- 
sands of  acres  for  a  development  in- 
cluding hundreds  of  homes,  sewer  infra- 
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'Clients  See  Us  As  More  Broadly  Useful 
Than  Our  Competitors. 
Which,  Of  Course,  Is  The  Point." 


At  Chemical  our  clients  know  we  have  a  broad  range  of  financia 
capabilities  to  help  them  reach  their  goals. 

And  they  are  confident  that  we'll  provide  them  with  the  most 
objective  advice,  based  on  their  needs. 


The  result  is  that  we  can  build  mutually  valuable  relationship; 
them,  as  banker,  advisor,  and  trading  and  investment  partner. 


We  know  how  to  structure  the  right  solution  the  first  time,  in 


a  spirit  of  teamwork.  Because  we  can  do  this  repeatedly  across  a 


Chemical 


ige  of  needs,  our  clients  can  have  the  kind  of  multi-faceted 
ship  they  prefer. 

r  broad-based  approach  produces  results.  For  example, 
al  has  global  leadership  positions  in  loan  syndications,  trading, 


treasury,  corporate  finance,  capital  markets  ami— through  Geoserve"' — 
operating  services.  And  at  a  time  when  others  have  retreated  from  interna- 


tional arenas,  Chemical  has  a  global  network  across  35  countries. 


Put  Chemical  to  die  test.  You'll  find  as  broadly  useful,  to  say  die  least. 


Expect  more  from  us.si 


-  1993  Chemical  Banking  Corporation 


We  believe  travel  should  let  you 
experience  the  local  flavor. 


From  the  fresh  seafood  of  the  Pacific  Northwest  to  the  fiery  spices  of  Southeast 
Asia,  our  Pacific  Rim  cuisine  accents  our  philosophy.  To  celebrate  the  best  of  the 
local  culture.  And  offer  only  the  highest  standards.  Sample  our  local  flavor:  call 
your  travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 


NORTH  AMERICA:  VANCOUVER.  SAN  FRANCISCO.  SAN  DIEGO,  ANAHEIM,  HAWAII  PACIFIC:  AUCKLAND,  GOLD  COAS1 
VANUATU  PALAU   ASIA:  SINGAPORE,  KUALA  LUMPUR.  JOHOR  HAHRU,  PANGKOR,  JAKARTA,  DHAKA.  WUXI,  NARITA 


"//'.v  called  fire,    it  recycles  wood." 

The  investment  environment  has  changed!  When  you're  ready  to 
recycle  your  investments,  consider  the  returns  of  the  two  Berger  Funds. 

The  Berger  100  Fund  for  long-term  growth  and  the  Berger  101  Fund 

for  growth  and  income  have  both  achieved  impressive  records  for  over 
18  years  and  are  worth  consideration  for  your  portfolio.  For  the  invest- 
ment philosophy  behind  these  funds,  please  call  for  a  prospectus  and 
study  it  carefully  before  investing. 

The  Berger  Funds  •  (800)  333-1001 


structure,  a  school,  and  a  country  cl 
"I  wanted  to  build  a  house  in  the  co 
try,"  he  says.  "But  there's  no  sense 
having  a  trailer  park  across  the  stre 

One  former  Lane  Bryant  execut 
says  Wexner  was  visibly  absent, 
stopped  coming  to  regular  Lane  Bry 
Monday  meetings,  for  instance,  and  c 
periodically  visited  the  division, 
you're  going  to  get  involved  in  decis: 
making,"  this  executive  says,  "you  h 
to  get  a  little  closer  to  it  than  dropp 
in  every  couple  of  months  and  delivei 
yourself  from  on  high." 
FOCUS.  Ironically,  when  Wexner  bees 
involved,  he  was  unusually  demandi 
Impatient  and  volatile,  he  insisted 
long  hours  and  didn't  understand  ( 
side  demands,  such  as  family.  "Life 
The  Limited  becomes  monastic,"  s 
another  former  employee.  "It  becor 
an  intrusion  on  your  personal  life." 

Wexner  declined  to  comment  on  tl 
but  he  denies  being  distracted  by 
the  extracurricular  activities.  "I  d< 
think  most  analysts  understand  t 
whether  I  work  a  70-hour  week  or 
80-hour  week,  I  take  my  head  with 
when  I  go  home,"  he  says.  But  he's  i 
intent  on  convincing  his  critics  that  '. 
Limited's  problems  are  receiving  his 
attention.  "All  I've  got  to  do  is  focus 
executing,"  he  says. 

So  far,  that  has  meant  prodding 
trouble  divisions  to  hone  their  mere! 
dising  strategies.  Wexner  has  also 
volved  himself  in  upgrading  qua! 
Gross  says  Wexner  has  made  buy 
trips  to  Hong  Kong,  where  he 
O.K.'d  orders  of  clothing  made  fr 
more  expensive  linens  and  silks.  "I  tf. 
we've  made  tremendous  progress 
quality,"  says  Gross.  "So  why  aren't 
seeing  the  results?  We  were  kind 
naive  about  how  long  it  would  take.' 

But  others,  including  institutio 
shareholder  David  Gilson  of  IDS  Finan 
Corp.,  think  The  Limited  still  needs 
tune  its  fashion  antenna.  And  Wex 
admits  he  has  a  people  problem.  Gro\ 
of  other  divisions,  Wexner  says,  robl 
executives  from  Limited  Stores  v 
weren't  replaced.  "In  perfect  hindsigl 
think  we  neglected  [Limited  Stores]  : 
cannibalized  it."  Now,  he  has  assigi 
human  resources  director  Arnie  Ka 
rick  to  help  Gross  find  better  merchai 
"It's  clear  we've  not  done  a  great  jot 
identifying  and  nurturing  talent,"  Ka 
rick  says. 

Finding  good  people  is  no  easy  ta 
Devising  a  strategy  to  reposition  1 
Limited  for  the  '90s  will  be  even  tou 
er.  Can  a  refocused  Wexner  pull  it  < 
"Entrepreneurs,  guys  that  start  bi 
nesses,  grow  with  them,"  Wexner  sa 
"It's  more  painful  than  it  would  appe; 
By  Laura  Zinn  in  Columbus,  C 
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Why  Everyone's  Giving 
Asia  The  Business 

in  Agenda  for  Business  Leadership  in  Asia 

HE  BUSINESS  WEEK  ASIA  SYMPOSIUM 
IF  CHIEF  EXECUTIVES 

eptember  20  through  22,  1993 

ie  Portman  Shangri-La 
langhai,  People's  Republic  of  China 

sia,  with  a  startling  one-half  of  the  world's  population,  is  in  the  middle 
;  an  economic  revolution.  It  is  a  once-in-a-lifetime  opportunity  for 
Mnpanies  worldwide.  And  Business  Week  is  now  seeking  companies  to 
)in  us  in  the  creation  of  a  seminal  event:  The  1993  Business  Week  Asia 
/mposium  of  Chief  Executives. 

usiness  Week  has  long  been  responsible  for  the  most  successful  private 
usiness  conferences  in  Asia.  Which  is  why  it  has  been  chosen  to  lead  this 
iscussion  among  key  players  from  the  most  dynamic  region  in  the  world. 

articipation  in  this  conference  is  limited  to  CEOs  of  Asia's  largest  firms 
lus  a  limited  select  group  of  corporate  leaders  from  other  parts  of  the 
orld.  Respected  leaders  of  industry  and  state  will  lead  the  discussion. 

'you  are  in  or  considering  Asia  as  a  market  or  partner,  co-sponsorship 
f  this  conference  with  Business  Week  will  yield  significant  results. 

or  information  about  corporate  sponsorship  opportunities,  please  contact: 

|s.:  William  DeGraff  1 .2 1 2.5 1 2.60 1 2 

iurope:  Alice  Thorpe  Pollner  +44.71 .589.6007 

bkyo:  Alan  Lammin  +81 .3.358 1 .98 1 1 

long  Kong:  Steve  Moss  +8 52.868.20 1 0 

ingapore:  Dick  Soule  +65.734.9790 

1USINESS     WEEK     EXECUTIVE     PROGRAMS.     TARGETED     ISSUES.     TARGETED  MARKETS 

Wk 

©  Copyrighl  1TO  McGraw-Hill,  lnc 


The  Honorable  Huang  Ju, 
Mayor  of  Shanghai 

Presented  in  association  with 
Shanghai  People's  Municipal 
Government 

AT&T  Corporation 
American  International  Group,  Inc. 


Your  customer  is 
overflowing  with  information. 

Are  you  harnessing  it  to 
power  your  business? 


To  generate  revenue,  you  need 
stomers. 

To  generate  customers,  you  need 
)rmation:  What  products  and  services  do 
ir  customers  want?  When  do  your  cus- 
rers  want  them?  How  do  your  customers 
nt  them?  Are  your  customers  receptive 
new  offerings?  Are  your  customers 
enable  to  increased  sales  content? 
leed,  who  are  your  customers? 

Unisys  is  proud  to  introduce  a  unique 
1  powerful  new  way  to  answer  these 
torn-line  questions:  customerize. 

When  you  customerize  your  organiza- 
n,  you  pervade  it  with  a  customer  focus, 
rough  the  marriage  of  information  to 
stomer  service  goals,  Unisys  can  help  you 
nslate  that  focus  into  real-world  results. 

93  Unisys  Corporation 


Experienced  Unisys  consultants  will  help 
conduct  a  customerize  sm  assessment  of  your 
organization,  evaluating  your  capacity  for 
understanding  customer  needs  and 
responding  rapidly  to  them.  Helping  you 
move  information  technology  capabilities  to 
the  front  lines  of  customer  contact,  we'll 
enable  you  to  create  a  significantly  more 
effective  flow  of  information  between  you 
and  your  customer-and  back  again. 

The  benefits  are  tangible:  enhanced 
ability  to  win  customers,  to  maximize 
customer  relationships,  sustain  customer 
loyalty,  and  tailor  market-sensitive 

UNiSYS 

We  make  it  happen. 


new  offerings.  Competitiveness  is  sharp- 
ened. And  revenue  gains  are  brought 
within  reach. 


CUS-toni'er-ize  \  kus'-ta-ma-rize'  \  vi 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE,  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS,  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  14.  Ask 
about  our  customerize  assessment  and  com- 
plimentary customerize  Information  Kit. 
And  discover  how  a  customerized  flow 
of  information  can  yield  a  torrent  of 
competitive  advantages  for  your  business. 

customerize  is  a  service  mark  of  Unisys  Corporation 


conomics 


EDUCATION  I 


TIME  TO  PRUNE 
THE  IVY 


Soaring  costs  and  cuts  in  funds  mean  academe  must  restructure 


Poor  teaching.  Arcane  research. 
Skyrocketing  tuition.  Racial  strife. 
These  days,  there  seems  to  be 
less  and  less  to  admire  about  America's 
most  valuable  economic  asset:  its  col- 
leges and  universities. 

Long  the  crown  jewel  in  America's 
educational  system  and  the  envy  of  the 
world,  academe  has  failed  to  rein  in  its 
soaring  costs.  Between  1980  and  1992, 
the  tuition,  room,  and  board  for  attend- 
ing a  private  college  swelled  9.2%  a 
year— twice  the  rate  of  overall  inflation 
and  even  higher  than  the  much  be- 
moaned medical  inflation.  The  cost  of 
going  to  a  public  college  increased  at  a 
7.8%  annual  rate,  with  much  of  the  jump 
in  costs  coming  in  the  past  several 
years. 

With  family  income  hardly  keeping 
up  with  economywide  inflation,  it's  no 
wonder  that  more  and  more  people  are 
finding  it  harder  to  finance  a  college  ed- 
ucation. College  costs  as  a  share  of  me- 
dian family  income  jumped  from  26.6% 
to  39.9%  for  a  student  at  a  private 
school  and  from  12.1%  to  15.9%  at  a  pub- 
lic one. 

Outcries  about  rising  tuition  aren't 
new.  For  years,  university  defenders 
dismissed  the  price  squeeze  as  a  con- 
cern: Look  at  the  return  on  investment 
from  a  college  education,  they  said. 
Scholarships  and  loans  pick  up  part  of 
the  tab,  they  added.  But  now,  the  le- 
thal combination  of  a  stagnant  economy 


HIGHER  EDUCATIOH  FAILS 
THE  INFLATION  TEST 


COLLEGE  TUITION 


MEDICAL  CARE 


►  PERCENT 


DATA  BUREAU  OF  UBOR  STATISTICS,  CENSUS  BUREAU 


and  government  fiscal  i*etrenchment  has 
thrown  universities  into  a  huge  financial 
crunch.  And  schools  are  encountering 
fierce  resistance  to  covering  budget 
shortfalls  by  raising  tuitions. 

Like  many  U.  S.  companies,  colleges 
have  no  alternative  but  to  boost  pro- 
ductivity and  streamline  operations. 
Higher  education  is  a  huge,  sprawling 
enterprise  with  sclerotic  bureaucracies 
and  too  many  marginal  operations.  "We 
see  departments  and  staff  people  that 
duplicate  and  triplicate  responsibilities," 
complains  Craig  Greenberg,  president 
of  the  University  of  Michigan  student 
assembly.  Says  Robert  Zemsky,  direc- 
tor of  the  Institute  for  Research  on 
Higher  Education  at  the  University  of 
Pennsylvania:  "All  the  forces  that  are 
driving  IBM  and  General  Motors  to  re- 
structure are  sweeping  universities." 
"MORE  SELECTIVE."  A  growing  number-  of 
universities  are  embracing  the  restruc- 
turing mantra  and  hacking  away  at  ad- 
ministrative and  faculty  bloat.  They  are 
trying  to  move  away  from  an  overem- 
phasis on  research  and  toward  teach- 
ing. More  are  adopting  new  technolo- 
gies to  improve  teaching  and  the 
dissemination  of  information.  Some  are 
shifting  money  and  talent  into  fields 
where  they  have  a  comparative  advan- 
tage. "We  can't  do  everything  anymore. 
We  have  to  be  more  selective,"  says  L. 
Jay  Oliva,  president  of  New  York  Uni- 
versity. Adds  Michael  Granfield,  vice- 
chancellor  of  the  University  of 
California  at  Los  Angeles:  "We're 
committed  to  no  more  across-the- 
board  cuts.  We'll  preserve  the 
highest-quality  departments  and 
schools." 

So  far,  the  restructuring  is 
holding  down  tuition  increases— 
at  least  this  year.  Private  college 
hikes  are  running  on  average  at 
about  6%,  the  lowest  rate  of  in- 
crease in  more  than  a  decade,  al- 
beit still  twice  the  consumer  price 
index.  Public  college  tuitions 
should  also  be  less  than  last  year's 
10%  hike. 

Still,  restructuring  in  higher  ed- 


200 


ucation  will  spark  a  lot  of  infighting 
will  take  many  more  years  than  the 
ical  corporate  overhaul.  College  h( 
wield  limited  authority,  and  campus\ 
decisions  typically  involve  countless  ( 
mittee  meetings.  Last  year,  Bran 
University  adopted  its  restructu 
plan,  but  only  after  nine  months  of  ( 
mittee  work  by  faculty  and  adminis 
tors,  intensive  campus  consultations, 
two  "town"  meetings  for  the  facult; 
question  the  administration.  At  r 
universities,  faculty  members  jealo 
guard  their  turf,  and  they  worry 
corporate-inspired  restructurings  I 
no  place  in  academe.  "A  restructu 
is  very  difficult  to  accomplish  polit 
ly  in  a  university  environment,"  i 
Eamon  M.  Kelly,  president  of  Tu 
University. 

In  addition,  too  many  univer 
boards  aren't  pressing  hard  enougi 
restructure  their  institutions.  The  ty 
board  at  an  independent  college  ha 
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•mbers  and  meets  three 
four  times  a  year,  usual- 

for  less  than  a  day. 
here  is  a  wake-up  call 

the  air  for  trustees," 
rs  William  F.  Massy,  for- 
•rly  chief  financial  offi- 
•  and  currently  professor 

education  at  Stanford 
liversity. 

PPORT  SERVICES.  What 

we  college  budgets  so  far 

0  the  stratosphere?  Sev- 
il  things.  In  the  past  few 
cades,  course  offerings 
d  academic  fields  have 
oliferated.  Rarely  were 

1  departments  weeded  out  or  pro- 
ams  cut  back  as  new  ones  were  add- 
.  A  lot  more  money  went  toward 
holarships,  especially  at  private  uni- 
rsities  and  liberal  arts  colleges.  Re- 
arch  costs  jumped,  with  scientists  re- 
aring state-of-the-art  equipment, 
/erage  faculty  salaries  almost  doubled 
the  1980s,  after  badly  lagging  behind 
flation  in  the  1970s.  And  confronted 


WHAT  IS  DRIVING  UP  COLLEGE  COSTS 


Expenditure  per  full-time  student 
in  constant  1989-90  dollars 

Percentage  change  1981-90 

P..kli. 

rUDIIC 

4-year 
university 

Puklir 

rUDIIC 

4-year 
college 

Private 
4-year 
university 

Private 
4-year 
college 

SCHOLARSHIPS  &  FELLOWSHIPS 

34% 

5% 

52% 

64% 

ADMINISTRATION 

19 

12 

34 

26 

RESEARCH 

21 

21 

19 

17 

STUDENT  SERVICES 

8 

I 

34 

J  1 

INSTRUCTION  (includes  salaries  and  bene 

fits)  5 

2 

26 

18 

LIBRARIES 

5 

-13 

17 

5 

OPERATION  &  MAINTENANCE  OF  PLANT 

-6 

-17 

5 

-4 

DATA  NATIONAL  CENTER  FOR  EDUCATION  STATISTICS 


with  fewer  qualified  applicants,  schools 
poured  money  into  sprucing  up  campus 
amenities  and  support  services  to  en- 
tice students. 

University  empire-builders  hired  an 
army  of  administrative  bureaucrats  to 
staff  their  enterprises.  Between  1975 
and  1985,  nonteaching  professional  staff 
at  colleges  and  universities  expanded 
by  61%,  while  the  number  of  faculty 


grew  by  only  6%,  accord- 
ing to  an  Education  Dept. 
study.  In  the  1980s,  admin- 
istrative expenditures  for 
each  full-time  student  in 
public  universities  rose  19%, 
compared  with  5%  for  in- 
struction expenditures  per 
student,  after  adjusting  for 
inflation.  At  private  univer- 
sities, administrative  costs 
rose  34%,  vs.  26%  for  in- 
struction costs. 

Some  cost  pressures 
won't  abate  much  in  the 
years  ahead.  Research 
spending  is  still  mounting 
at  many  universities.  So  is  the  demand 
for  scholarship  money.  And  the  battle 
for  qualified  students  remains  fierce.  To 
attract  the  best  applicants,  Georgia  Insti- 
tute of  Technology  is  building  a  new 
student  center  and  pouring  an  addition- 
al $100  million  into  expanding  the 
school's  intercollegiate  athletic  facilities. 
Georgia  Tech  President  John  P.  Crecine 
is  lobbying  for  a  big  jump  in  state  fund- 


COLLEGE  BUDGETS  HAVE 
SOARED  SIHCE  1980... 


...AND  SO  HAS  THE  COST 
Of  GOING  TO  COLLEGE.. 


...SQUEEZING  FAMILY 
RESOURCES 


NOMICS 
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Discover  equals  41  million  cardholders. 


Visa  equals  144  million  cardholders. 


Not  only  do  we  offer  you  higher  per- capita  spending. 
We  also  offer  you  103  million  more  capitas. 


VISA 


There  are  many  contrasts 
that  can  be  drawn  between 


And  Visa  doesn't  just 

Choose  here: 

bring  you  more  custom- 


□  Make  less 


the  Discover  card  and  the  Visacard.       ers.  It  brings  you  more 


For  one  thing,  Visa  cardholders  have 
a  healthier  appetite  for  spending.  The 
dollar  amount  of  the  average  Visa 
transaction  is  38  percent  higher  than 
the  corresponding  amount  for  Discover.* 

For  another  thing,  Visa  can  offer  you 
more  of  those  lucrative  transactions. 
With  144  million  cards  outstanding, 
Visa  has  Discover  outnumbered  by  a 
hefty  margin  of  103 
million  nationwide.  If 


you're  curious  about 
why  that  is,  you  need  vieandc^shp0en^s 
look  no  further  than  the  consumer 

Your 

customers  have  ,  . 

a  high  opinion  surveys  that  have  consis- 

of  Visa. 


tently  rated  Visa  the  best  card 
for  shopping,  for  business,  for 
travel,  for  entertainment. ..in 
S  short,  the  "best  overall  card."* 


In  the  long  haul, 

customers  at  every  income  piySs  you  Sack. 

level,  from  below  $25,000 
I   to  the  lofty  reaches  of 
$75,000-plus.  Clearly,  Visa 
is  the  card  favored  by  Amer- 

People  who 

have  money     jcans  acroSS  the  board.**: 
have  Visa. 

The  upshot  of  all  this  is  that  con- 
sumers are  spending  2.8  times  more 
money  with  Visa  than  with  Discover.* 
And  that  among  your  fellow  merchants, 
roughly  1,000,000  more  accept  Visa 
than  accept  Discover  in  the  U.S. 

Evidently  they've  made  a  choice 
between  the  card  that  pays  your  cus- 
tomers back  and  the  card  that  pays 
you  back.  Their  card  of  overwhelming 
choice  is  Visa.  That's  Visa.  With  a  V 


*Source:  Visa  Panel  Study  Diary  1991-92.  "Source:  Silny 
Rosenberg  1992.  *  *  *  Source:  Simmons  1992.  ©Visa  USA  Inc.  1993 


VISA 
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ing  and  says  much  higher  tuition  is  al- 
most inevitable. 

But  more  and  more  universities  and 
colleges  will  contain  costs  by  slimming 
down.  Tulane  in  New  Orleans  recently 
closed  a  projected  $1S  million  budget 
gap  by  overhauling  its  administrative 
structure.  More  than  21 K)  staff  jobs  were 
cut  by  combining  departments  and  sub- 
stituting computers  and  advanced  tech- 
nology for  middle  managers.  About 
three  dozen  faculty  jobs  will  be  eliminat- 
ed over  two  years  through  attrition  and 
early  retirement.  The  university  reduced 
its  enrollment  from  1,375  to  1,225,  and 
annual  tuition  increases  will  be  kept  to 
3%.  The  university  is  now  studying  how 
to  reallocate  resources  among  its  aca- 
demic departments. 

Syracuse  1  Iniversity,  under  Chancellor 


Kenneth  A.  Shaw,  is  reducing  its  en- 
rollment by  20%  and  has  cut  tenured 
faculty  by  more  than  120  and  administra- 
tive staff  by  nearly  300.  The  university 
has  also  slashed  its  computer  science 
budget  by  50%  and  engineering  by  30%. 
Over  the  years,  both  departments'  bud- 
gets had  grown  modestly,  even  though, 
enrollment  fell  by  half.  But  Syracuse 
isn't  just  cutting.  It  has  added  $1  million 
to  the  budget  of  its  Maxwell  School  of 
Citizenship  and  Public  Affairs  and  in- 
creased spending  in  its  architecture, 
arts,  and  communications  departments. 
Brandeis  University  is  dialing  back  in 
some  fields  while  boosting  its  Near  East- 
ern &  Judaic  Studies  and  international 
economics  budgets. 

Undergraduate  teaching  is  also  get- 
ting a  new  emphasis.  At  Cornell  Uni- 


versity and  New  Jersey's  Drew  Uni\ 
sity,  a  professor's  teaching  ability  r 
counts  for  half  the  tenure  decision.  '. 
years,  "universities  concentrated  on 
search,  and  teaching  was  an  afl 
thought,"  says  Thomas  Kean,  head 
Drew  and  former  Governor  of  New  < 
sey.  "Now,  the  pendulum  is  swing 
back,  and  there  is  a  return  toward 
value  of  teaching." 
LUSH  RESEARCH.  A  number  of  sch< 
are  experimenting  with  new  techn 
gies  to  transform  the  teaching  of  i 
dents  and  reach  pupils  outside  the  i 
versity.  Interactive  computer  syste 
for  example,  are  changing  the  teach 
of  foreign  languages.  Carnegie  Me 
University  (box)  sees  a  growing  mar 
for  reaching  out  to  companies  that  i 
budget  and  time  constraints.  Many  c 


CARNEGIE  MELLOWS  SECRET?  STICKING  TO  WHAT  IT  DOES  BEST 


obert  Mehrabian  has  plenty  of 
ideas  about  good  management: 
Focus  on  niches,  and  market  ag- 
gressively. Measure  progress  against 
your  competition.  Break  down  the 
internal  barriers.  Stay  lean.  Never  lose 
sight  of  the  customer.  It's  the  same 
line  that  consultants  are  spreading 
throughout  Corporate  America.  But 
Mehrabian  isn't  a  consultant.  He's  pres- 
ident of  Carnegie  Mellon  University  in 
Pittsburgh,  and  he  is 
not  discussing  nearby 
Westinghouse  or  Alcoa. 
The  business  he's  talk- 
ing about  is  the  very 
university  he  runs. 

Managing  a  univer- 
sity as  if  it  were  a 
business  seems  to  pay 
off.  While  many  of 
America's  great  univer- 
sities are  struggling  to 
make  ends  meet,  Car- 
negie Mellon  seems 
perfectly  positioned  for 
the  '90s.  Research  mon- 
ey pours  into  its  computer  science  de- 
partment. Industry  pays  for  fully  half 
of  the  engineering  department,  with 
each  professor  bringing  in  an  average 
of  $215,000  a  year  in  outside  research 
money.  Tuition,  meanwhile,  rose  only 
4.9%  last  year,  the  smallest  increase 
in  15  years  and  far  below  the  average 
for  private  universities. 
TEAMWORK.  CMU's  success,  says  Mehra- 
bian, is  a  product  of  its  own  limita- 
tions. A  private  university  of  fewer 
than  7,000  students,  CMU  "couldn't  af- 
ford to  be  everything  to  everybody." 
That  forced  administrators  to  follow  a 


mandate  that  could  have  been  written 
by  General  Electric  Co.'s  John  F. 
Welch  Jr.:  CMU  participates  only  in 
fields  where  it  can  aspire  to  world- 
class  performance.  This  includes  com- 
puter science,  engineering,  and  dra- 
ma—but not  medicine,  law,  or  the 
classics.  "It's  a  niche  play,"  says  Patrick 
Keating,  vice-president.  "We  don't  want 
to  cover  the  waterfront." 

Thanks  in  part  to  its  limited  resourc- 
es, CMU  has  long  shut- 
tled professors  from 
one  department  to  an- 
other. This  pays  off  in 
many  ways.  It  breaks 
down  the  departmental 
barriers  that  often  cre- 
ate bureaucratic  fief- 
doms  in  universities. 
The  computer  science 
department,  says  Meh- 
rabian, was  born  in  the 
basement  of  the  busi- 
ness school.  And  cmu's 
cognitive  psychology 
department  grew  out 
of  artificial  intelligence  studies.  "We 
like  to  think  of  CMU  as  the  seamless 
university,"  says  Mehrabian. 

For  research  projects,  CMU  creates 
multidisciplinary  teams,  called  centers. 
Some  50  centers  are  working  on  every- 
thing from  industrial  emissions  con- 
trols to  developing  unmanned  vehicles. 
Funding  sources,  such  as  corporations 
and  the  National  Science  Foundation, 
like  the  teams  for  their  mix  of  skill 
and  their  focus  on  real-world  problems. 
CMU's  Engineering  Design  Research 
Center,  for  example,  brings  together 
designers  from  the  fine  arts  depart- 


ment and  computer  scientists,  enj 
neers,  and  business  researchers.  T 
goal  is  to  produce  "rapid  tool  desigr 
to  speed  up  manufacturing. 

Mehrabian  predicts  that  budg 
squeezes  will  produce  a  shakeo 
across  the  U.  S.  and  that  only  a  har 
ful  of  research  universities  survi\ 
The  rest,  he  predicts,  will  have  to  c 
back  on  research  and  turn  themselv 
into  teaching  colleges  to  cut  costs.  "Y 
always  have  to  have  a  comparative  £ 
vantage,"  he  says. 

CASHING  IN.  Mehrabian  is  at  work  c 
veloping  new  roles  for  CMU  in  su 
subjects  as  environmental  and  int( 
national  affairs.  The  idea,  he  says,  is 
prepare  students  for  some  of  the  fa: 
est-growing  areas  of  the  economy,  r 
initiatives  already  proved  themselves 
a  spectacular  way  this  year,  when  o 
student  in  an  entrepreneurship  sen 
nar,  John  Kam  III,  raised  millions 
funding  for  an  office-paper  recyclii 
business. 

One  place  where  the  universi 
comes  up  short  is  in  racial  diversil 
Only  200  or  so  students  are  Africa 
American,  compared  with  more  th 
1,100  students  from  overseas.  And  or 
6  out  of  550  faculty  members  are  bla 
Americans,  a  ratio  that,  in  part,  r 
fleets  a  nationwide  shortage  of  bla 
engineering  and  science  professors. 

To  be  sure,  not  all  universities  c; 
follow  a  niche  strategy,  especially  sor 
of  the  giant  public  institutions.  But 
trying  to  find  the  right  path  in  a  wor 
of  tight  budgets,  other  universiti 
could  do  worse  than  take  some  lesso 
from  CMU. 

By  Stephen  Baker  in  Pittsbur< 
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ECONI 


How  are  you  going  to  conduct  business  now? 


Scaling  back  was  difficult.  But  now  the  challenge 
s  to  create  a  new  working  arrangement  and  get  the 
nost  out  of  your  remaining  players. 

And  that's  where  our  proprietary  knowledge 
)ase  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare  your 
)perating  practices  to  the  best  in  the  business 
world — within  your  own  industry,  and  across 
he  board. 

So  we  can  gain  insight  into  which  practices 
:ould  create  a  new  working  harmony.  And 
:>ring  you  more  creative  ways  to  help  re-engineer 
/our  operations. 

It's  designed  to  be  the  most  thought-provok- 
xig  resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  you  can  out- 
perform the  competition — on  paper 
and  in  practice. 

Best  Practices. 
Putting  insight  into  practice 


aArthur 
Andersen 


31993  Arthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 


The 

Gabelli 

Growth 

Fund 


Elizabeth  R.  Bramwell,  CFA 

President  &  Chief  Investment  Officer 


A  diversified  mutual  fund  seeking  capital  growth 
by  an  eclectic  earnings-driven  approach. 


$1,000  Minimum  Initial  Investment 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 


Average  Annual  Returns 
Through  3/3 1/93  (a) 


One  Year  +10.3% 
Five  Year  +18.4% 
Life  of  Fund*  +17.1% 

'From  inception  April  10, 1987 


Gabelli  &  Company,  Inc.  The  Gabelli  Growth  Fund 
One  Corporate  Center    •    Rye,  New  York  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested  dividends 
and  capital  gains  and  are  net  of  expenses.  Investment  results  and  the  principal 
value  of  an  investment  will  vary.  The  past  performance  noted  above  does  not 
guarantee  future  results.  When  shares  are  redeemed,  they  may  be  worth  more  or 
less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
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COLUMBIA 
BUSINESS 
SCHOOL 


Executive  education  at  the  highest  level. 


'our  weeks  in  duration.  Global  in  scope. 


As  a  leader,  you're  expected  to  have 
11  the  answers.  Here  is  the  opportunity 
3r  you  and  your  top  management  team 
3  spend  four  weeks  asking  questions 
nd  finding  solutions.  You'll  compare 
lOtes  with  top  executives  from  the  best 
ompanies  in  the  world.  You'll  apply 
lew  techniques  to  tackle  actual  issues 
onfronting  your  company.  And  you'll 
tudy  under  the  guidance  of  a  world- 
lass  faculty. 

Since  1951,  executives  representing  a 
housand  top  corporations  from  a 
lundred  countries  have  come  to 
executive  Programs  at  Arden  House.  To 
earn  more,  call  (212)  854-3395,  ext.474. 


Columbia 's  Senior-Level  General 
Management  Executive  Programs 

Executive  Program  in  Business 
Administration  (EPBA): 
Managing  The  Enterprise 

June  6-Jitly  2  or  August  1-27 

Executive  Program  in 
International  Management  (EPIM): 
Managing  for  Global  Success 

October  3-29 


Columbia  Executive  Programs 
324  Uris  Hall,  Columbia  University, 
Dept.  474,  New  York,  NY  10027 

For  a  catalogue  on  senior-level  programs, 
please  mail  or  fax  this  coupon.  Or,  call 
(212)  854-3395,  ext.  474.  Fax  (212)  316-1473 

Name  


(Tide) 


Company 

A<  li  Ires.s  

City  


.Zip. 


Country 


Program  of  Interest. 
Phone  


EXECUTIVE 
PROGRAMS 


HE  WANTS  MACMILLAN, 
AND  HE  WANTS  IT  BAD 


Ex-President  Reilly  has  KKR's  backing,  but  it  may  not  be  enough 


B 


ill  Reilly  doesn't  want  to  be 
known  as  the  Captain  Ahab  of 
Corporate  America.  The  54-year- 
old  publishing  executive  is  a  charming 
fellow  with  an  easy  laugh  who  likes  to 
read  Aristotle  for  fun. 

Stand  between  him  and  the  Macmillan 
Inc.  publishing  house,  though,  and  you're 
likely  to  be  harpooned.  William  F.  Reilly 
badly  wants  to  buy  Macmillan,  which 
went  on  the  block  recently  after  the  col- 
lapse of  its  parent,  Maxwell  Communica- 
tion Corp.  In  the  almost  nine  years  Reil- 
ly was  president  of  Macmillan,  he  turned 
the  creaky  publisher  into  a  powerhouse. 
But  in  1988,  he  lost  a  bitter  takeover 
battle  with  British  media  baron  Robert 
Maxwell.  Reilly  didn't  stay  long  under 
the  flamboyant  new  owner. 

Now,  Macmillan  is  up  for  grabs  again. 
And  Reilly  is  flush  with  backing  from 
Kohlberg  Kravis  Roberts  &  Co.,  the 
powerful  leveraged-buyout  firm  that 
owns  87.2%  of  his  company,  K-III  Com- 
munications Corp.  The  trouble  is,  K  ill's 
chairman  can't  shake  a  perception  that 
he's  on  a  personal  crusade  to  win  back 
the  company:  "Even  KKR  thinks  that,"  he 


admits.  "But  they're  wrong.  Once  you 
start  doing  things  for  ego  reasons,  you 
get  yourself  into  real  trouble." 

Not  that  Reilly  is  bashful  about  his 
interest.  He  thinks  he's  more  qualified  to 
run  Macmillan  than  anybody.  For  one 
thing,  he  lured  no  fewer  than  45  Mac- 
millan executives,  including  his  entire 
management  team,  to  work  for  K-III. 
Even  his  corporate  chef  came  from  the 
Macmillan  kitchen.  Says  Reilly:  "You're 
much  better  off  if  you  know  the  business 
and  have  a  cadre  that  can  run  it." 
BRASS  RING.  Reilly  also  believes  he  still 
has  a  knack  for  building  companies. 
Since  leaving  Macmillan  in  1990,  he  has 
made  K-III  a  formidable  media  player 
(table).  The  company  vaulted  to  promi- 
nence in  1991  when  Reilly  and  KKR 
plunked  down  $650  million  for  Rupert 
Murdoch's  U.  S.  magazines.  K-III's  prop- 
erties now  include  New  York  and  Seven- 
teen magazines,  Funk  &  Wagnalls  ency- 
clopedias, and  the  Daily  Racing  Form. 
But  while  K-III  generates  $778  million  in 
annual  sales,  Reilly  isn't  satisfied  yet: 
He  wants  a  capstone  for  his  creation. 

No  question,  Macmillan  would  trans- 


form K-III  from  a  bantam  into  a  hea 
weight.  It  publishes  prestigious  boo 
most  recently  the  memoirs  of  torn 
Secretary  of  State  George  P.  Shultz, 
der  imprints  such  as  Charles  Scribn* 
Sons  and  Atheneum.  It  has  strong  c 
dren's  and  college  book  divisions,  i 
it  owns  50%  of  a  joint  venture  in  sell 
publishing  with  McGraw-Hill  Inc.,  wh 
also  publishes  business  week. 

But  Macmillan  was  more  than  gra 
by  the  implosion  of  Maxwell's  emp: 
The  company's  earnings  may  drop  S 
this  fiscal  year,  to  $38  million,  on  sale 
$682  million,  according  to  executives 
miliar  with  the  offering  documents  j 
pared  by  J.  P.  Morgan  &  Co.  Morgai 
running  the  auction  for  the  British  ; 
American  bankruptcy  courts.  Earnii 
are  way  down  at  Macmillan \s  P.  F.  ( 
lier  Inc.  encyclopedia  division,  and 
joint  venture  with  McGraw-Hill  has  b 
plagued  by  cost  overruns. 

Reilly  won't  discuss  Macmillan's  w< 
But  given  his  intimate  knowledge  of 
publisher,  he  might  prefer  that  cl 
lenge  to  the  problems  he's  faced  at 
III.  Like  other  publishers,  Reilly  is  : 
suffering  from  an  advertising  drou£ 
K  ill's  operating  income  rose  8%  in  15 
to  $125  million.  But  operating  incom( 
its  magazines  dropped  7%,  to  $50.6  l 
lion.  In  fact,  K-III's  overall  inco 
wouldn't  have  grown  at  all  if  not  fc 
38.6%  jump  in  its  direct-response  d 
sion,  which  includes  book  clubs. 

Nor  has  Reilly  had  much  luck  buile 
his  profile  as  a  magazine  publisher.  ' 
didn't  come  in  and  move  the  magazi 
off  the  mark,"  says  industry  consult 
Martin  S.  Walker.  Reilly  bid  aggress 
ly  for  Bon  Appetit  and  Architectural 
gest  but  lost  out  to  Conde  Nast  Publ 
tions  Inc.'s  S.  I.  Newhouse,  who  p 
$175  million.  The  tony  magazines  wc 
have  burnished  K-III's  image,  wh 
some  observers  say  is  pedestrian. 

Reilly  says  K-III  is  going  through 
inevitable  growing  pains  that  come  v 
acquisitions.  For  example,  he  had 
spend  more  than  $5  million  to  boost 


WHAT  BILL  REILLY  I 


KEY  PROPERTIES  OF  K-III  COMMUNK 


MAGAZINES  New  York,  Seventeen, 
Premiere,  Automobile,  Soap  Opera  L 

NEWSPAPERS  Daily  Racing  Form,  W 
Reader  (newspaper,  periodicals,  and 

BOOKS  Funk  &  Wagnalls  encyclope* 
Newfield  children's  books 

1992  REVENUE  $778  million 

INCOME  $125  million*   

'  Income  represents  earnings  before  interest,  depreciatior 
amortization  of  debt 
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jbution  and  promotion  of  Soap  Opera 
kly.  Once  such  investments  start 
tig  off,  Reilly  is  sanguine  that  K-III 
gain  earnings  momentum, 
a'll  certainly  need  strong  results  to 
ice  a  purchase  as  big  as  Macmillan. 
?  Waterhouse,  which  is  overseeing 
sale  on  behalf  of  Maxwell's  credi- 
hopes  to  fetch  between  $700  million 
$1.1  billion  for  Macmillan  and  Official 
ines  Guide,  a  provider  of  airline 
dules  and  fares  that  was  also  owned 
/laxwell.  On  May  11,  Price  Water- 
e  announced  it  had  signed  a  letter 
tent  to  sell  OAG  to  Anglo-Dutch  pub- 
r  Reed  Elsevier  PLC  for  $425  million, 
gan  will  consider  formal  bids  for 
millan  some  time  in  June. 
CE  bidding.  The  publishing  house 
s  could  go  for  as  much  as  $700  mil- 
Texas  billionaire  Robert  M.  Bass 
Paramount  Communications  Inc.  are 
ng  the  wealthy  players  who  may 
fiercely.  Paramount  is  especially  in- 
sted  in  Macmillan's  children's  and 
ige  book  divisions.  The  company 
t  comment,  and  Reilly  is  mum  about 
t  he  may  offer. 

Tiatever  he  bids,  he'll  probably  need 
of  his  financing  in  the  form  of  equi- 
.ccording  to  industry  executives.  As- 
ing  a  price  of  $700  million,  Reilly 
Id  have  to  arrange  for  $175  million 
i  KKR  and  $525  million  in  debt.  K-III 
has  total  debt  of  $700  million.  With 
»  million  more  in  borrowing,  66%  of 
Fs  total  capitalization  would  be  debt, 
pared  to  its  current  52%. 
ome  investment  bankers  think  kkr 
be  leery  of  a  deal  that  requires  so 
h  equity.  KKR's  Henry  R.  Kravis  has 
l  a  champion  of  Reilly's  in  the  past, 
that  doesn't  mean  he'll  break  the 
<  to  make  a  deal 
time,  kkr  de- 
§  comment.  And 
ly  says  he  would 
just  as  happy 
ing  to  work 
i  if  Macmillan 
les  his  grasp 
n.  Honest. 
Mark  handler 
lew  York  1 


e- 
d  J 


Mult 


)  WHAT  HE'S  AFTER 


PROPERTIES  OF  MACMILLAN  INC. 


MS  Adult  (trade,  college,  reference); 
|  P.F.  Collier  encyclopedias 

'S  Macmillan,  Atheneum,  Charles 
5  Sons 

IOLDINGS  50%  of  Macmillan/ 
Hill  School  Publishing  Co. 

VENUE  $673  million  ^^^^ 

$62  million 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


Lynchburg,  Tennessee  is  a  wonderful  place  to  visit  We  hope  you'll  do  so  soon 

IN  LYNCHBURG,  TENNESSEE  you  can 
still  buy  a  10 Coke."  But  not  a  dime's  worth 
of  Jack  Daniel's. 

Our  county  was  voted  dry  in  1909.  Though  we 
began  making  Tennessee  Whiskey  here  in  1866, 
you  have  to  buy  it  elsewhere.  If  you're  ever  in 
Lynchburg  and  in  need  of  refreshment, 
we'll  recommend  a  short  walk  to  the 
Coke  machine  at  the  hardware  store. 
But  if  you're  looking  for  the  kind  of 
refreshment  Jack  Daniel's  provides, 
the  trip  to  the  next  county  isn't 
far.  Eleven  miles,  three  blocks 
and  five  steps,  to  be  exact. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placedin  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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inance 


MUNICIPAL  FINANCE  I 


BACK-SCRATCHING 
ON  THE  STREET 


Municipal-bond  dealers  may  be  too  close  to  local  government  officials 


For  decades,  Wall  Street  investment 
bankers  and  state  and  local  politi- 
cians have  enjoyed  a  mutually  ben- 
eficial relationship.  Politicians  dispense 
more  than  $1  billion  in  taxpayer  dollars  a 
year  to  the  Street  in  fees  to  underwrite 
municipal-bond  issues.  The  Street,  in 
turn,  sends  politicians  millions  in  cam- 
paign contributions.  Some  critics  have 
termed  the  arrangement  institutional- 
ized back-scratching. 

Now,  these  cozy  bedfellows  are  com- 
ing under  increasing  scrutiny.  The  U.  S. 
Attorney's  office  and  the  Securities  & 
Exchange  Commission  are  looking  into 
whether  Merrill  Lynch  &  Co.  bestowed 
financial  favors  on  a  tiny  Clementon 
(N.J.)  brokerage  to  win  $2.9  billion 
worth  of  New  Jersey  municipal-bond 
business.  At  issue  is  whether  the  firm, 
Armacon  Securities,  helped  Merrill  get 
business  through  Armacon's  part  owner, 
Joseph  C.  Salema,  who  happens  to  be 
New  Jersey  Governor  James  J.  Florio's 
chief  of  staff.  All  parties  deny  any 
wrongdoing  or  that  they  are  targets  of 
the  investigations.  Salema  has  said  his 
Armacon  stake  is  in  a  blind  trust. 
little  restraint.  Similar  incidents  have 
been  coming  to  light  around  the  country. 
"State  and  city  legislators  develop  rela- 
tionships over  decades  with  firms  or 
friends  that  involve  campaign  contribu- 
tions and  support;  these  get  rewarded 
with  contracts  or  deals,"  says  Robert  B. 
Lamb,  professor  of  finance  and  manage- 
ment at  New  York  University's  Stern 
School  of  Business.  The  main  reason  for 
such  incestuousness  isn't  very  surpris- 
ing: Unlike  corporations,  state  and  local 
muni  issuers  are  unregulated,  except  in 
extreme  situations  of  fraud.  Typically, 
issuers  don't  even  have  to  establish  cri- 
teria or  provide  reasons  for  choosing  un- 
derwriters. Underwriters'  activities,  in 
turn,  are  regulated  mainly  by  the  Munic- 
ipal Securities  Review  Board,  an  obscure 
Washington  self-regulatory  group  with- 
out enforcement  powers. 

Politicians  and  the  industry  are  feel- 
ing the  heat  to  clean  up  their  act.  On 
May  4,  Florio  signed  an  executive  order 
requiring  that  underwriters  for  future 


CONFLICT  OF  INTEREST? 

Many  politicians  have  interests  in  private  firms  that  do  business  with  government.  At- 
lanta Mayor  Maynard  Jackson  controls  a  brokerage  house  that  may  have  benefited 
from  an  Atlanta  municipal-bond  underwriting.  After  public  criticism,  Jackson  said  the 
firm  would  discontinue  muni  deals.  Willie  Brown,  speaker  of  the  California  legisla- 
ture, is  also  a  private  muni-bond  attorney  and  corporate  advisor.  Brown  couldn't  be 
reached  for  comment.  Joseph  Salema,  chief  of  staff  for  New  Jersey  Governor  Jim 
Florio,  is  part-owner  of  a  brokerage  firm  that  may  have  helped  Merrill  Lynch  get  muni 
business  from  the  state.  Federal  prosecutors  are  investigating,  but  no  charges  have 
been  filed.  Salema  denies  any  wrongdoing. 


bond  deals  be  chosen  by  open,  competi- 
tive bidding  instead  of  less  public  negoti- 
ation (box).  Even  some  industry  partici- 
pants feel  reform  of  the  $278  billion 
market  is  needed.  "Given  the  complexity 
and  evolution  of  the  muni  market,  it 
may  be  time  to  rethink  issues  of  market 
practices,  market  structure,  and  market 
regulation,"  says  one  public-finance 


banker  at  a  major  Wall  Street  f 
Several  common  industry  pracl 
may  receive  more  attention.  One  per: 
ly  legal  practice  is  for  investment  ba 
in  order  to  obtain  muni  business,  to 
political  consultants  who  have  close 
to  elected  officials — without  public 
closure.  And  in  many  cities,  politic 
are  even  allowed  to  head  their  owi 
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ial  firms  while  they  are  in  office, 
insider  Jackson  Securities  Inc.  In 
1989,  just  after  he  was  elected  may- 
f  Atlanta,  Maynard  H.  Jackson  pur- 
ed  a  75%  stake  in  a  brokerage  firm 
then  adopted  his  name.  Jackson  had 

making  more  than  $500,000  a  year 
.  bond  lawyer,  and  he  viewed  the 
stment  as  a  way  to  supplement  his 
,000  city  salary.  The  city's  Board  of 
cs  issued  a  confidential  opinion 
it  the  relationship.  Jackson  won't 
iss  the  opinion.  But  he  says  he  told 
urm  not  to  do  business  with  Atlanta 
that  "anyone  who  would  do  business 

us  also  would  have  to  agree  not  to 
usiness  with  Atlanta." 
5ULTANT  coups.  In  early  1991,  how- 
,  Jackson  says  Miami  investment 
cer  Howard  V.  Gary  invited  his  firm 
ilp  sell  an  $8  million  bond  issue  for  a 
e  County  (Fla.)  agency.  Two  months 
I  Gary's  firm  was  chosen  as  a  co- 
ager  of  a  $27  million  bond  under- 
ing  by  the  city  of  Atlanta,  a  decision 
:son  approved.  The  deal  produced  a 
e  of  public  criticism.  Jackson  says  he 
n't  told  Gary  was  involved  in  the 
1  sale,  adding  that  "he  broke  his 
d  to  us"  about  not  doing  business 

Atlanta.  Gary  declined  to  comment. 
:son  also  announced  his  firm  would 
onger  do  any  muni  business  as  long 
e  remained  in  office.  "It's  important 
both  the  perception  and  the  truth  be 
re  accusation,"  he  says, 
nother  politician  with  feet  in  both 
ernment  and  business  is  Austin 
:.)  City  Council  Member  Louise  Ep- 
|  who  is  the  owner  of  Peleton  Capi- 
aroup  Inc.,  a  small  firm  that  gives 
ncial  and  investment  advice  to  gov- 
nents.  Epstein,  though,  has  found  it 
cult  to  mix  business  and  her  $30,000- 
ar  public  job.  "I  had  to  go  all  the 

out  to  West  Texas  to  find  a  client 
re  I  didn't  have  a  conflict."  She  is 
ing  government  to  devote  herself 
time  to  her  company, 
'illie  L.  Brown  Jr.,  speaker  of  the 
fornia  Assembly,  has  a  thriving  and 
n  controversial  parallel  career.  He  is 
uni-bond  attorney  and  advises  corpo- 

clients  on  state  legislation,  a  busi- 
i  that  nets  him  more  than  $100,000 
aally,  according  to  state  Fair  Prac- 
>  Commission  filings.  Brown  could 
be  reached. 

nother  accepted  muni  practice  is  for 
stment  banks  to  hire  political  consul- 
s  to  help  obtain  underwriting  assign- 
its  or  to  gather  intelligence.  Gold- 
|  Sachs  &  Co.  employed  Rahm 
inuel  in  1991,  who  says  he  did  politi- 
analysis  before  he  became  President 
ton's  political  director.  Another  Gold- 
i  hire:  James  H.  Quackenbush,  a 
th  Carolina  lawyer  and  well-connect- 
Democrat.  One  PaineWebber  Inc. 
mltant  until  recently  was  Charles  Ci- 


BEHIND  CLOSED  DOORS: 
THE  PRIVATE  BIDS  FOR  PUBLIC  FUNDS 


Travelers  on  the  New  Jersey  Turn- 
pike must  traverse  one  of  the 
most  unlovely  spots  on  the  plan- 
et— a  massive  oil-refinery  complex  with 
a  memorable  aroma.  But  there's  anoth- 
er stink  lately  along  the  Garden  State's 
storied  throughway.  It  surrounds  the 
New  Jersey  Turnpike  Authority's  1991 
and  1992  sale  of  six  bond  issues  worth 
$2.9  billion.  None  of  the  bonds  was  sold 
through  competitive,  public  bidding  by 
Wall  Street  underwriters.  The  author- 
ity negotiated  the  bond  sale  with  un- 
derwriters— and  touched  off  a  full- 
blown scandal.  Amid  suspicions  of 
kickbacks  and  favoritism,  federal  pros- 
ecutors have  launched  a  probe. 

Trouble  is,  avoiding  competitive  bids 
is  standard  practice,  both  in  New  Jer- 
sey and  around  the  country  (chart). 
Last  year,  only  10%  of  the  bonds  is- 
sued by  New  Jersey  or  its  authorities 
were  publicly  bid.  Nationally,  a  mere 
19%  were.  And  that's  a  trend:  In  1980, 
41%  of  all  muni  bonds  went  through 
competitive  bidding. 

Critics  argue  that 
competitive  bidding 
saves  issuers  money 
and  reduces  the  likeli- 
hood of  improprieties. 
Government  bodies  so- 
licit bids  from  under- 
writers and  simply  se- 
lect the  one  offering 
the  lowest  interest 
rate  and  fee.  "You 
don't  have  to  pay  off 
anyone  if  it's  competi- 
tive," comments  Rich- 
ard Lehman,  head  of 
the  Bond  Investors 
Assn.  in  Miami  Lakes, 
Fla.  "Competitive  bidding  should  be 
compulsory." 

hometown  tilt.  New  York  State  re- 
quires all  its  bids  to  be  competitive, 
except  in  extraordinary  circumstances, 
such  as  a  very  complicated  issue  that 
buyers  might  spurn  unless  the  under- 
writer has  the  right  marketing  savvy. 
That  has  happened  only  twice,  in  1986 
and  1992.  New  Jersey  Governor  Jim 
Florio,  smarting  from  the  scandal  that 
has  enveloped  his  chief  of  staff,  adopt- 
ed New  York-like  strictures  on  May 
3 — and  went  beyond  New  York  by  ex- 
tending them  to  independent  bodies 
like  the  turnpike  authority. 

Most  states  and  localities,  though, 
agree  with  Wall  Street  that  negotiated 
deals  usually  make  more  sense.  Typi- 
cally, they  solicit  proposals  on  how  in- 


MUNI  ISSUERS 
SHUN  PUBLIC  BIDS 


0OLIAR  VOLUME, 
AS  PERCENT  OF  Ail 
MUNICIPAL  ISSUES 


DATA:  PUBUC  SECURITIES  ASS* 


vestment  firms  would  structure  a  deal, 
then  choose  the  best,  but  not  always 
the  cheapest,  plan.  Fees  on  negotiated 
deals  average  $9.35  for  each  $1,000 
bond  vs.  $8.99  for  competitive  deals. 
That  doesn't  look  like  a  huge  differ- 
ence, yet  it  amounts  to  big  money  on 
multimillion-dollar  transactions. 

When  a  deal  is  complex,  Wall  Street 
argues,  the  usually  higher  fees  afford- 
ed by  negotiation  are  necessary  for  un- 
derwriters to  stir  customer  interest. 
"The  more  complex  the  story,  the  more 
work  underwriters  face  explaining  it  to 
investors,"  says  J.  B.  Kurish,  research 
director  at  the  Government  Finance 
Officers  Assn.  An  airport  authority, 
for  instance,  might  disconcert  investors 
if  it  were  funded  by  multiple  revenue 
streams — maybe  a  fee  on  taxis  and  a 
levy  on  hotels — instead  of  one  easy-to- 
understand  source.  And  increasingly, 
muni  deals  involve  exotic  financials, 
such  as  interest-rate  swaps,  making 
for  an  even  tougher  sales  pitch.  "Be- 
sides," says  Heather 
L.  Ruth,  president  of 
the  Public  Securities 
Assn.,  a  Wall  Street 
trade  group,  "corpo- 
rate issuers  don't  use 
public  bidding." 

Municipal  officials 
say  privately  that  they 
have  altruistic  reasons 
for  favoring  negotiat- 
ed deals,  too:  They  are 
easier  to  tilt  toward 
disadvantaged  groups, 
such  as  underwriting 
firms  that  are  owned 
by  minorities,  women, 
or  disabled  veterans. 
And  also  toward  hometown  firms  that 
lack  Wall  Street  heft,  but  who  employ 
local  folks.  That's  where  politics  can 
creep  in. 

Certainly,  mandating  that  all  bids  be 
competitive  is  no  magic  cure  for  hanky- 
panky.  Through  the  years,  there  have 
been  numerous  scandals  involving  cor- 
rupt public  officials  rigging  competi- 
tive bids.  One  dodge  is  to  leak  the  com- 
petition's bids  to  a  favored 
underwriter,  then  secretly  slip  in  his 
low  bid  after  the  deadline.  To  combat 
this,  the  state  of  Texas  set  up  a  special 
board  five  years  ago  to  review  all  bond 
issues.  That's  one  way  to  stop  the  polit- 
ically connected  from  collecting  munici- 
pal manna. 

By  Larry  Light,  with  Leah  Nathans 
Spiro  in  New  York 
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trin,  a  fund-raiser  for  Joe  Gersten,  a 
former  Dade  County  commissioner.  Ci- 
trin  helped  drum  up  bond  work  in  South 
Florida  for  PaineWebber.  Other  firms, 
such  as  Morgan  Stanley  &  Co.,  have  a 
policy  of  not  hiring  consultants. 

Consultants  often  prove  very  effec- 
tive. "To  the  firm,  consultants  are  worth 
their  weight  in  gold  because,  'He  got  us 
into  Michigan'  or  'We  wouldn't  have  got- 
ten this  or  that  business  unless  this  guy 
was  hired,' "  says  xyu's  Lamb. 
closer  scrutiny.  Some  states,  though, 
are  taking  a  harder  look  at  Wall  Street's 
helpers.  Two  years  ago,  the  Massachu- 
setts State  Treasurer's  office  asked  all 
brokerage  firms  it  did  business  with  to 
disclose  their  political  consultants.  The 
move  came  in  response  to  a  scandal  in 
1991  involving  a  longtime  adviser  to  the 
state's  pension  funds  who  was  also  a 
consultant  to  Aetna  Life  &  Casualty. 
Without  always  disclosing  his  Aetna  af- 
filiation, the  adviser  used  his  clout  to 
persuade  numerous  municipal  pension 
boards  to  invest  millions  with  the  insur- 
ance firm.  "I've  viewed  it  as  a  big  prob- 
lem that's  been  widespread."  says  State 
Treasurer  Joe  Malone.  "The  system  has 
been  that  if  [an  investment  firm]  wanted 
to  play,  it  had  to  hire  the  right  consul- 
tant." To  resolve  the  issue,  Aetna  volun- 
tarily paid  $8.8  million  to  some  of  the 
pension  boards. 

One  of  the  reasons  such  practices 
flourish  is  that  under  the  1975  Tower 
amendment  to  legislation  that  set  up  the 
Municipal  Securities  Rulemaking  Board, 
muni-bond  issuers,  unlike  corporations, 
cannot  be  subject  to  the  SEC's  disclosure 
requirements.  The  MSRB,  which  is  run  by 
a  board  of  industry  and  public  volun- 
teers, only  handles  rulemaking  and  arbi- 
tration for  muni  dealers.  "The  MSRB  has 
a  limited  role  and  has  no  jurisdiction 
over  the  issuer  community,  which  is  not 
regulated  in  any  way."  says  Barbara  Lu- 
cas, a  partner  at  Cadwalader.  Wicker- 
sham  &  Taft. 

A  few  states  such  as  Florida  have 
passed  legislation  to  toughen  require- 
ments on  bond  underwriters.  Yet  consid- 
ering the  huge  benefits  to  politicians  and 
underwriters  under  the  current  system, 
incentive  for  change  is  limited.  "Fight- 
ing this  one  is  like  taking  on  the  Nation- 
al Rifle  Assn.,"  says  Richard  Lehmann, 
president  of  the  Bond  Investors  Assn.  in 
Miami  Lakes,  Fla.  "But  I  guarantee  it 
has  a  cost  to  the  public  because  the  issu- 
er will  end  up  paying  more."  More  dis- 
closures, though,  could  force  the  politi- 
cians and  underwriters  to  start 
scratching  their  own  backs. 

By  Leah  Sathans  Spiro  in  Xeu-  York, 
with  Larry  Light  in  New  York,  Chuck 
Hawkins  in  Atlanta,  and  Geoffrey  Smith 
in  Boston 
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GOLDSMITH  SHOULD  NEVER 

HAVE  CONE  FOR  THE  GOLD  

The  1990  swap  with  Hanson  turns  in  disappointing  profits  for  Sir  Jim 


Who  gets  the  upper  hand  when 
two  of  the  world's  top  deal- 
makers  swap  companies? 
Back  in  1990,  Lord  James  Hanson  traded 
his  49*~'  stake  in  Xewmont  Mining  Corp. 
to  his  old  friend,  Sir  James  Goldsmith, 
for  the  Anglo-French  financier's  1.7  mil- 
lion acres  of  timberland  held  by  Caven- 
ham  Forest  Industries  Inc.  From  the  be- 
ginning it  seemed  clear  that  one  of  these 
investment  pros  would  come  up  short. 
After  all,  prices  of  timber  and  gold  are 
driven  bv  economic  countercurrents. 


GOLDSMITH:  HIS  APOCALYPTIC  VISION  OF 
ECONOMIC  DISASTER  NEVER  MATERIALIZED 


Now  it  looks  as  if  Goldsmith  placed 
the  wrong  bet,  while  Hanson's  move  into 
timber  has  turned  up  aces.  In  the  2Vi 
years  that  Goldsmith,  along  with  Lord 
Jacob  Rothschild,  has  held  his  stake, 
Xewmont  has  returned  about  $50  million 
in  dividends,  a  paltry  1.5^  annual  yield 
on  the  SI. 3  billion  tied  up.  Admits  Ken- 
neth S.  Richards,  a  director  of  Gold- 
smith's General  &  Oriental  Investments 
Ltd.:  "The  cash  flow  certainly  hasn't 
been  as  good  as  timber." 
sudden  interest.  That's  an  understate- 
ment. Just  look  at  Cavenham.  It's  churn- 
ing out  more  than  $100  million  in  cash  a 
year.  Buoyed  by  a  tentative  U.  S.  recov- 
ery and  environmental  restrictions  on 
cutting  that  have  helped  lift  prices,  Ca- 


venham should  report  S134  million  in 
erating  profits  this  year,  up  33%  fi 
last  year.  "We've  been  delighted"  \ 
the  investment,  says  Hanson  PLC  "V 
Chairman  Martin  G.  Taylor. 

Goldsmith  tripped  up  largely  beca 
his  apocalyptic  predictions  of  econo 
disaster  never  materialized  and  t 
failed  to  lift  the  price  of  gold — and  N 
mont  profits.  In  late  April,  Sir  Jin 
and  Rothschild  reduced  their  stakes 
selling  shares  at  $39.50  each — their 
ue  when  the  original  trees-for-gold  < 
was  struck.  The  buyer:  big-time  inve; 
George  Soros,  whose  sudden  attrac 
to  gold  helped  fire  up  gold  prices,  sp: 
ing  a  rise  from  $341  an  ounce  to  nei 
$360  within  three  days.  The  acti 
helped  boost  Xewmont  shares  into 
forties  and  gave  Goldsmith  and  R 
schild  a  window  to  sell  more  shares 
$44.50.  Altogether,  the  sales  brough 
$690  million,  and  Goldsmith  still  hi 
19.5^  of  Xewmont  and  Rothschild  2. 

Xow  in  semiretirement  from  the  ti 
over  world,  Goldsmith  recently  has 
a  spotty  track  record — failed  raids 
two  big  British  companies,  BAT  In< 
tries  PLC  and  Ranks  Hovis  McDou 
PLC.  "He's  pretty  disillusioned  with  ti 
over  bids,"  says  one  source.  But  des 
the  Xewmont  sales,  he  still  believes 
gold's  inevitable  rise  and  is  buying  £ 
options  and  futures,  which  are  more  : 
sitive  to  gold  sentiment.  (Goldsn 
didn't  return  phone  calls.) 
coal  trade.  At  Hanson,  the  word  is  i 
ural  resources.  Moving  away  from 
longstanding  industrial  and  consul 
products  base,  Hanson  has  been  bu\ 
huge  supplies  of  coal  and  aggrega 
along  with  timber.  In  1992.  $4.4  billio: 
sales,  or  28^  of  the  total,  came  fi 
natural  resources,  accounting  for  31? 
profits.  Xow,  Hanson  is  wrapping 
plans  to  swap  its  remaining  gold  in 
ests  to  Santa  Fe  Pacific  Corp.  for  its  < 
properties,  valued  at  $500  million. 

For  Goldsmith  and  Lord  Hanson,  ^ 
once  collaborated  on  the  failed  takec 
of  Goodyear  Tire  &  Rubber  Co.,  it' 
sharp  divergence  of  \iews.  Hansor 
betting  on  recovery  to  boost  his  resoi 
and  industrial  holdings,  while  Goldsn 
is  still  gambling  on  economic  troubk 
bolster  gold.  Clearly,  both  can't  be  rij 
By  Richard  A.  Melcher  in  Lon 
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00  Enee  Days 


There  has  never  been  a  better  day  to  bring  your 
:ompany  back  to  AT&T  fbr  AT&T  quality  and  100 
Tee  days. 

Switch  any  or  all  of  your  business 
I  AT&T  by  May  31  and  you  can  get  100 
days  of  free  long  distance  over  the  next 
wo  years. 

If  your  company  spends  between 
1>25  and  $50,000  a  month  on  long  dis- 
ance,  sign  up  for  one  of  our  special 
promotional  plans,  like  AT&T  UniPlan' 
Service  or  AT&TCustomNet '  Service,  and  you  can  get 
100  days  of  free  long  distance  on  all  these  business 
services:  outbound  long  distance,  800  Services, domes- 
|c  and  international,  calling  card  calls,  fax  and  data 
'see  details  below). 

All  100  Free  Days  Are  Not  Created  Equal. 

No  other  company  can  match  the  quality  and  reli- 
ability of  AT&T 

Only  AT&T  offers  you  the  most  reliable  network,  the 
fastest  call  completion  rates,  the  most  completed  calls. 

Only  AT&T  otters  you  FASTAR"  technology,  which 


Credit  of  up  to  S200.000  (AT&T  UniPlan  Service)  or  $40,000  (AT&T  CustomNet  Service)  applied 
over  two  years,  based  on  annual  or  average  spending  in  particular  months.  Conditions  and 
installation  dates  vary  by  service  Exclusive  of  term  plan  and  other  promotional  offers  Claims  are 
based  on  40  1992  AT&T  Bell  Labs  nationwide  test  results 


There's 
Never  Been 
A  Better 
Day  To 
Come  Back 
ToM&E 


in  the  event  of  an  accidental  cable  cut,  automatically 
reconnects  you  with  your  customers  in  minutes.  Our 
nearest  competitor  may  take  hours. 

We  don't  simply  offer  you  100  free 
days  of  long  distance.  We  offer  you  100 
free  days  of  AT&T 

100  Free  Days  With  Someone 
Else  Could  Mean  Lost  Rei  mine  For 
Your  Company. 
When  it  comes  to  800  Service,  it's 
worth  considering  that  our  nearest  com- 
petitor actually  loses  50%  more  800  calls.  This  could 
result  in  lost  sales  for  your  company. 

When  every  calls  a  customer,  it's  worth  remem- 
bering that  AT&T  800  Service  is  the  most  reliable  800 
Service  in  the  industry. 

Let  today  be  the  dawn  of  a  new  day  for  your 
business,  by  switching  your  long  distance  t<  >  AT&T 
llie  Best  in  the  Business." 

Don't  let  the  sun  go  down  without  calling 
1 800  222-0400  for  more  details. 

AI&T.  The  Best  in  the  Business. 


AT&T 
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MARKETS  &  INVESTMENTS  I 


A  MIRACULOUS  RECOVERY 
FOR  NO  NAME  DRUGS 


Expiring  patents  and  health-care  reform  point  to  a  rosy  future 


Only  a  couple  of  years  ago,  there 
seemed  to  be  nothing  the  gener- 
ic-drug industry  could  do  right. 
It  was  reeling  from  revelations  that  one 
company  was  submitting  doctored 
brand-name  drugs  in  new-product  appli- 
cations to  the  Food  &  Drug  Administra- 
tion. Another  was  found  to  be  bribing 
FDA  examiners.  Amid  all  the  bad  news, 
investors  stayed  away  in  droves,  even 
from  the  straight-shooting  outfits. 

Now,  however,  the  copycats  are  surg- 
ing back.  Investors  who  expect 
money-saving  generic  drugs  to 
play  a  central  role  in  health  care 
are  dizzily  bidding  up  prices 
again.  An  index  of  sev- 
en generic  stocks  hit 
an  all-time  high  in  Jan- 
uary— more  than 
double   its  early 
1991    level— and, 
after  dipping  in 
recent  months,  it 
has  again  turned 
upward.  Says 
John  H.  Klein, 
chief  executive 
of  Zenith  Lab- 


go  off  patent.  Among  them:  such  giant 
products  as  SmithKline  Beecham  PLC's 
ulcer  treatment,  Tagamet,  and  Bristol- 
Myers  Squibb  Co.'s  blockbuster  antihy- 
pertensive, Capoten.  If  the  generic  mak- 
ers can  capture  just  a  third  of  the 
formerly  branded-product  dollars — a  rea- 
sonable goal,  since  generics  typically  sell 
for  half  or  less  than  branded  items — 
they  will  be  awash  in  cash. 

The  industry  is  sure  to  get  a  boost 
from  Washington.  Whenever  the  Clinton 
health-care  reforms  go  into  place,  they 
will  almost  surely  favor 
low-price  generic  substi- 
tutions for  off-patent 
drugs.  Already,  generics 
account  for  well  over 
half  the  new  pre- 
scriptions filled 
for  some  ailments, 


some  20  drugs  in  the  next  two  yes 
Mylan's  sales  in  fiscal  1993,  ended  M 
31,  hit  $212  million  and  should  rise  3 
in  1994,  to  $275  million.  Earnings  co 


y« 


oratories  Inc., 
a  small  New  Jer- 
sey-based generic  man- 
ufacturer: "This  industry 
has  rebuilt  itself." 
awash  in  cash.  Time  for  inves- 
tors to  move  to  the  sidelines?  Prob- 
ably not.  Although  the  stocks  of  most 
generic  makers  are  selling  at  price-earn- 
ings ratios  well  above  the  overall  market 
average  of  23,  the  prospects  are  so  fa- 
vorable that  revenues  and  profits  should 
roar  ahead  for  some  time.  Over  the  next 
five  years,  branded  drugs  worth  nearly 
$20  billion  a  year  in  sales  are  expected  to 


thanks  to  preferences 
given  by  insurers  and  managed-care  pro- 
viders. In  growing  numbers  of  private 
and  public  programs,  usage  of  generics 
may  well  become  mandatory. 

Regulatory  problems  that  hobbled  the 
industry,  too,  seem  behind  it.  The  FDA 
scandal  so  overwhelmed  the  agency  that 
approvals  of  generic  applications  slowed 
sharply.  The  FDA  has  reorganized  the 
unit  that  approves  generics.  Along  with 
mandating  tighter  oversight,  it  has  bro- 
ken the  logjam  on  new  approvals  and  is 
cutting  deeply  into  a  backlog  of  applica- 
tions. "Things  had  really  slowed,"  re- 
calls Roy  McKnight,  CEO  of  Mylan  Lab- 
oratories Inc.  The  Pittsburgh-based 
drugmaker  hopes  to  get  approval  for 


vault  to  $84  million  next  fiscal 
from  $70.6  million  in  1993. 

For  all  the  growth  ahead,  price  com 
tition  will  narrow  margins  among 
companies  that  rush  to  market  w 
copies  of  such  megadrugs  as  Tagan 
Says  PaineWebber  Inc.  health-care  a 
lyst  Tina  Rizopoulos:  "You  want  to 
vest  in  areas  where  generic  compar 
can  create  a  market  dominance,  a  ir 
ket  franchise." 

mist  opportunity.  The  best  perform 
will  likely  be  niche  players.  Compar 
that  specialize  in  producing  hard-to-c< 
drugs  or  dominate  certain  therapei 
segments  should  have  a  leg  up.  A 
Laboratories,  for  one,  is  drawing  a  lot 
notice  from  analysts  who  like  the  com 
ny's  franchises  in  liquid  medicines  { 
over-the-counter  generic  drugs.  It  ir. 
kets  an  antidiarrheal  that  competes  w 
Johnson  &  Johnson's  Imodium  A-D. 
May  6,  the  company  won  FDA  appro 
to  market  Epinephrine  Mist,  a  gem 
equivalent  of  Primatene  Mist  and  Br 
kaid  Mist.  A.  L.  Labs'  sales  should  re; 
$350  million  this  year,  up  from  $2S 
million  in  1992.  Earnings  from  conti 
ing  operations  could  move  from  $1 
million  last  year, 
between  $17  r 
lion  and  $20  i 
lion,  says  indep 
dent  drug  anal 
Hemant  K.  Shz 
Generic  hous 
to  be  sure,  wc 
have  the  field 
to  themselv 
Many  big  dr 
makers  aires 
are  in  the  b\ 
ness,  and  tl 
are  stepping 
operations. 

Merck  &  Co.  will  be  producing  11  ( 
patent  drugs  in  a  new  generic  subs 
iary,  West  Point  Pharrna.  And  Ameri< 
Home  Products  Corp.  announced  on  5/ 
10  that  its  newly  formed  ESI-Phar 
unit  will  sell  a  broad  line  of  gener: 
starting  with  a  lookalike  of  rival  Upjc 
Co.'s  synthetic-hormone  drug,  Prove 
for  treatment  of  abnormal  bleeding.  < 
neric  makers  contend  that  their  gii 
rivals  can't  move  quickly  enough  £ 
predict  the  big  houses'  overhead  \ 
hobble  them. 

Still,  competition  will  surely  intensi 
and  margins  will  surely  narrow.  But  I 
market  for  generics  is  expanding  so  f 
that  the  copycats  could  still  be  in  the  c 
bird  seat  for  years  to  come. 

By  Joseph  Weber  in  Philadelp, 
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"When  It's  My  Own 
Good  Idea,  I  Deserve 
to  Save  Money." 

That's  Why  I  Switched  to  Fidelity  Brokerage 

When  brokers  give  you  good  advice,  then  they  truly  earn 
their  commissions.  But  why  would  you  have  to  pay  up  to 
76%'  more  to  buy  a  stock  that  you  found  in  the  first  place? 
With  Fidelity  Brokerage,  you  can  save  on  commis- 
sions and  put  more  of  your  money  to  work  for  your  good 
investment  ideas. 

And  now,  Fidelity's  commitment  to  helping  retirement 
investors  means  even  more  for  brokerage  customers.  If  you 
make  two  or  more  trades  annually,  we  will  waive  the 
account  maintenance  fee  on  your  Fidelity  IRA  or 
Keogh.' 

And  with  Fidelity  On-line  XpressSM  you  can  save  an  ad- 
ditional 10%  on  your  stock  and  option  trades.  FOX  can 

take  you  where  no  financial  software  ever  has  before:  right  to 
the  floor  of  the  exchanges  via  Fidelity's  computer  system 
with  no  monthly  fees  or  on-line  charges.  Call  today  for 
more  details  and  a  free  fact  kit,  and  start  finding  out  why 
Fidelity  Brokerage  means  a  better  value  for  today's  investor. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 
Fidelity  Investments* 

▼  Discount  Brokerage 

Common  sense.  Uncommon  results. 

**Margin  rates  effective  as  of  March  9,  1993  for  balance  of  $25,000.  76%  savings  based  on  October  1992  survey  of  full-cost  brokers.  Minimum  commis- 
sion $38.  'This  waiver  is  based  on  trades  from  November  I  through  October  3 1  and  applies  whether  you  make  two  or  more  trades  in  one  retirement 
account  in  your  name  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  The  waiver  only  applies  to  FBS1  customers  who  have  a  Fidelity  proto- 
type retirement  plan  with  an  FDIC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidelity  funds,  and  limited  partnerships  are  not  included  in 
this  offer.  FOX  orders  for  your  account(s)  are  subject  to  trading  and  account  requirements.  Telephone  charges  may  apply.  FOX  hardware  requirements 
include  an  IBM  or  compatible  system  with  hard  disk  drive,  free  space  of  at  least  3  Mb,  Hayes"  or  compatible  modem,  646k  internal  memory.  Color  graph- 
ics and  mouse  optional.  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  SIPC.      CODE:  BW/PLU/052493 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
Antl  That's  Just  The  Start 


100  Shares 
@  $50 

500  Shares 
@  $30 

Margin 
Rates'* 

Fidelity 

$54 

$126 

6V4% 

Merrill  Lynch 

$100 

$293 

73/8% 

Shearson 

$107 

$316 

7V8% 

Fidelity 
Saves  You... 

$46-53 

$167-190 

fiae%On*ioXbress 
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REAL  ESTATE  I 


KUMAGAI'S 
TOWERING  LOSSES 


Japanese  banks  may  force  it  to  sell  a  slew  of  U.S.  properties 


Few  Japanese  companies  have  suf- 
fered more  from  the  U.  S.  real  es- 
tate slump  than  Kumagai  Gumi  Co. 
Its  mammoth,  coral-granite  Americas 
Tower  on  New  York's  Avenue  of  the 
Americas  is  357'  vacant.  Almost  all  of 
the  office  space  in  its  nearby  hotel  com- 
plex sits  empty.  And  Kumagai's  troubles 
are  not  limited  to  New  York.  A  huge 
office  tower  in  Seattle  that  cost  $165 
million  to  build  is  now  worth  about  half 
that.  One  real  estate  consultant 
who  worked  on  many  of  Kuma- 
gai's U.  S.  deals  sa,ys,  with  only 
slight  hyperbole:  "Their  asset 
value  has  totally  disappeared." 

With  Kumagai's  financial  con- 
dition deteriorating  rapidly,  Su- 
mitomo Bank  Ltd.  and  Long- 
Term  Credit  Bank  of  Japan 
Ltd. — two  of  Japan's  most  pow- 
erful banks  and  Kumagai's  big- 
gest creditors — have  installed 
officials  in  key  posts  at  the  gi- 
ant contractor.  The  action  is  the 
latest  indication  that  Japan's 
banks  are  moving  aggressively 
to  unload  bad  loans  and  proper- 
ties acquired  overseas  by  Japa- 
nese companies  in  the  heyday  of 
the  1980s  "bubble  economy." 
That  means  more  Japanese 
companies  will  be  swallowing 
big  losses.  "They'll  be  getting 
dimes  on  the  dollar,"  says  one 
New  York  consultant.  And  pos- 
sible wholesale  dumping  of  Jap- 
anese properties  could  be  more 
bad  news  for  the  still  depressed 
U.  S.  commercial  real  estate 
market. 

burst  bubble.  Kumagai's  new 
management  faces  a  daunting 
task.  Once  a  small  contractor  in 
a  backwater  on  the  Sea  of  Ja- 
pan north  of  Osaka,  Kumagai 
grew  explosively  in  the  1960s 
and  70s.  It  did  well  until  cheap 
money  in  the  bubble  days — 
much  of  it  supplied  by  LTCB — 
lured  it  into  a  slew  of  major 
projects  in  Australia,  Britain, 
and  the  U.  S.  With  a  staggering 
$6.3  billion  in  debt,  Kumagai 
was  clearly  in  over  its  head. 
"They  started  to  cultivate  over- 


seas business  as  if  managing  overseas 
risk  was  as  easy  for  them  as  managing 
risk  in  Japan,"  says  Etsusuke  Masuda,  a 
construction  analyst  at  Salomon  Broth- 
ers Asia  Ltd. 

The  U.  S.  real  estate  slump  has  made 
Kumagai  an  unwilling  landlord,  stuck 
with  unsalable  properties  and  un- 
planned-for  debts.  In  New  York,  Kuma- 
gai has  been  forced  to  offer  lower-than- 
expected  rates  to  find  tenants  for  its 
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AMERICAS  TOWER 

Office  building,  New  York 

HOLIDAY  INN  CROWN E  PLAZA 

Hotel/ office  complex, 
New  York 

WORLDWIDE  PLAZA 

Mixed-use  complex.  New  York 

THE  WESTIN  HOTEL 

Indianapolis,  Indiana 


THE  ACADEMY 

Office  building,  Los  Angeles 

THE  TOWER 

Office  building,  Burbank,  Calif 

AT&T  GATEWAY  TOWER 

Office  building,  Seattle 

EL  CONQUISTADOR  RESORT 
AND  COUNTRY  CLUB 

Puerto  Rico 


office  buildings.  While  Kumagai 
managed  to  lease  95%  of  two  buildi 
in  the  Los  Angeles  area,  its  AT&T  G 
way  Tower  in  Seattle  is  about  half  e 
ty.  The  company  won't  provide  figi 
but  admits  it  has  been  losing  mc 
overseas  for  three  years. 

The  bankers  from  Sumitomo  and  L 
are  busily  trying  to  restructure  Ku 
gai's  operations.  They  will  be  pus! 
the  company  to  raise  cash  quickly, 
that  means  selling  overseas  proper 
at  substantial  losses.  In  return, 
banks  will  likely  provide  Kumagai  I 
some  fresh  loans  or  interest-rate  con 
sions.  To  ease  its  cash  problems,  Ku 
gai  has  already  sold  off  some  of  its  1 
assets.  Earlier  this  year,  it  got  $85 
lion  for  most  of  its  stake  in  a  hij 
successful  affiliate,  Kumagai  G 
(Hong  Kong)  Ltd. 

"rally  around."  And  the  interven 
at  Kumagai  is  likely  to  be  a  model 
other  banks  as  well.  "Kumi 
Gumi  has  grabbed  the  headl 
because  they  are  one  of 
largest,   but  they  certa 
aren't  going  to  be  the  last  ( 
to  get  help,"  says  Graeme 
Donald,  an  analyst  at  James 
pel  Pacific  Ltd.  Indeed,  ano 
troubled  construction  giant, 
bishima  Corp.,  already  has  tl 
bankers  on  board  from 
Bank  Ltd. 

Yet  while  Dai-Ichi  Kan 
Bank  Ltd.,  Bank  of  Tokyo  I 
and  other  Japanese  lenc 
have  begun  foreclosing  on 
estate  loans  to  U.  S.  compar 
they  won't  be  as  harsh  \ 
Japanese  borrowers.  "Japai 
investors  expect  banks  to  r 
around  and  take  care  of  a  c 
pany,"  says  Stewart  Matthe 
banking  analyst  for  SBCI  Sec 
ties  (Asia)  Ltd.  And  as  Japar 
banks  move  forcefully  to 
their  losses,  a  property  sell 
should  eventually  help  the  I 
market.  Currently,  loans  an 
much  higher  levels  than  the 
ue  of  buildings.  "In  order 
the  office  market  to  reco 
the  product  has  to  be  reprici 
says  James  D.  Kuhn,  presic 
of  New  mark  &  ( '<>.,  a  New  Y 
real  estate  broker. 

But  over  the  near  term,  I 
commercial  real  estate  owi 
are  very  likely  to  find  thai 
nancial  problems  at  Kums 
and  other  Japanese  prop* 
owners  will  turn  into  just  an 
er  in  a  long  series  of  headacl 
By  Larry  Holyoke  in  Tokyo 
Bruce  Einhorn  in  New  York,  \ 
Joyce  Barnathan  in  Hong  Ko 
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Let  The  Good  Times  Roll. 

It's  more  than  a  slogan' to  the 
folks  at  Kawasaki.  It's  a  philoso- 
phy And  you  can  see  it  in  every- 
thing they  make  from  their  excit- 
ing, world-renowned  motorcycles 
to  their  industry-leading  Jet  Ski'91 
personal  watercraft. 

What  you  don't  see  are  the 
computer  systems  behind  the 
company  that  keeps  the  good 
times  rolling. 

"CA  systems  software  helps 
keep  our  company  running 
smoothly  24  hours  a  day  7  days 
a  week"  says  Bob  Shepard,  EVP 
of  Information  Systems.  "It's 
helped  us  automate  our 
operations  and  cut  IS 
costs  significantly  while 
productivity  continues 


CA90s 


,     CA's  Computing 

to  rise  year  after  year.  Architecture 

To  achieve  these 
goals,  Kawasaki  deploys  a  broad 
range  of  systems  software  from 
CA  including  one  of  the  most 
comprehensive  and  effective 
security  software  programs  ever 
developed,  CA-TOP  SECRET® 

"I  don't  have  time  to  deal  with 
30  different  software  companies 
that  each  offer  only  one  or  two 
pieces  of  the 


Executive  Vice  President  of 
Kawasaki,  Bob  Shepard, 
uses  advanced  CA  systems 

SOFTWARE  TO  AUTOMATE 
OPERATIONS,  SLASH  IS  COSTS 
ND  BOOST  PRODUCTIVITY. 


puzzle.  As 
much  as  possi- 
ble, we  use  CA. 
Their  service 
and  support  is 
rock- solid,  their 
software  is 
great  and  it's  all 
backed  by  a  billion  dollar  compa- 
ny That's  what  I  like!' 

And  the  result  is  an  efficient, 
smooth-running  IS  operation? 

"Absolutely.  Smooth  as  a 
Kawasaki  Ninja®  motorcycle 
carving  up  an  S  curve." 

QOMPUTkR 

Associates 

Software  superior  by  design. 

©  Computer  Associates  International.  Inc..  One  Computer 
Associates  Plaza,  lslandia,  NY  11788-7000. 1-800-CALLCA1. 
All  product  names  referenced  herein  are  trademarks  of  their 
respective  companies. 
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BY  GENE  G.  MARCIAL 


A  NEW  TWIST  ON 
BLACKJACK 
SWEETENS  THIS  POT 


For  a  stock  that  many  had  as- 
sumed would  be  a  highly  specula- 
tive bet,  slot-machine  maker  In- 
ternational Game  Technology  has 
emerged  as  a  pillar  of  steady,  robust 
growth  since  the  late  1980s.  The  stock 
has  risen  from  10  a  share  early  last 
year  to  33%  on  May  11  and  has  given 
the  shorts  nothing  but  the  heebie-jee- 
bies. They  have  been  forecasting  a  big 
fall  for  igt,  and  now  they  may  have  to 
suffer  more  sleepless  nights,  since  the 
company  seems  destined  to  hit  more 
jackpots. 

The  next  one  will  come  on  May  20, 
when  igt  will  unveil  its  new  blackjack 
"jackpot"  gaming  system  called  Pro- 
gressive 21  in  Atlantic  City.  For  the 
first  time,  blackjack  players  will  get  a 
chance  to  win  large  jackpot  prizes  for  a 
$1  wager.  The  new  game  is  played  on  a 
custom-designed  table  with  a  special 
"chip  acceptor"  next  to  the  regular  bet- 
ting area,  igt  will  link  74  jackpot  tables 
in  nine  casinos.  A  player  can  plunk 
down  $1  to  participate  in  Progressive 
21  while  playing  ordinary  blackjack 
with  the  same  cards.  The  player  wins 
$2  when  one  of  the  first  two  cards 
dealt  is  a  five.  Two  fives  of  the  same 
suit  wins  $50.  Four  fives  of  the  same 
suit  gets  you  to  the  grand  prize  of 
$200,000,  and  the  pot  can  rise  to  more 
than  $1  million  if  there  are  no  big  win- 
ners for  a  long  time. 

Progressive  21  will  be  igt's  "next 
big  draw  and  bottom-line  winner  simi- 
lar to  igt's  Megabucks  system  that 
helped  propel  the  company's  profits  to 
great  heights,"  says  Chairman  and  CEO 
Chuck  Mathewson. 

Veteran  entertainment  and  gaming 
analyst  Steve  Eisenberg  at  Oppenhei- 
mer  &  Co.  says  igt's  leading  industry 
position  has  been  "further  augmented 
by  its  recent  entry  into  Japan,"  which 
approved  igt's  bid  to  make  Pachisuro 
devices — the  lapanese  wall-mounted 
version  of  reei  spinning  slot  machines. 
on  the  riverb  at.  Japan  will  be  a  big 
market,  but  it's  only  one  of  the  rich 
markets  IGT  will  be  breaking  into,  says 
Eisenberg.  He  notes  that  much  poten- 
tial lies  in  other  p  irts  of  the  Far  East 
and  South  America 

Based  on  igt's  br.  ik  into  Japan,  the 
analyst  has  raised  is  earnings  esti- 
mate for  the  year    riding  Sept.  30, 


IGT  IS  STILL  ON 
A  WINNING  STREAK 


MAY  11/93 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


1993,  to  85$  a  share  from  his  prior  79$. 
For  fiscal  1994,  the  analyst  sees  $1.35. 
But  he  notes  that  he  has  yet  to  factor 
into  his  1994-95  estimates  the  earnings 
expected  from  new  IGT  casino  custom- 
ers in  Canada,  Indiana,  and  Texas,  as 
well  as  the  riverboats  in  Chicago  and 
video  lotteries  in  Massachusetts.  "With 
the  company  just  at  the  beginning  of  a 
40%  annual  growth,  the  upper  40s  is 
within  easy  reach  for  this  stock,"  Ei- 
senberg says. 


ZAPPING  SCUDS, 
SAVING  LIVES 


In  the  aerospace  business,  Special 
Devices  is  known  as  the  company 
that  supplied  the  initiator,  or  the 
trigger,  for  the  Raytheon-built  Patriot 
missile  that  became  a  big  hit  during 
the  Persian  Gulf  War.  Now  the  compa- 
ny, whose  aerospace  operations  ac- 
count for  58%  of  sales  and  all  operat- 
ing profits,  wants  to  expand  its  other 
business:  initiators  for  auto  air  bags. 

Some  investors  believe  the  big 
switch  will  give  Special  Devices  a  badly 
needed  new  image — and  better  Street 
following.  With  much  of  the  aerospace 
industry  in  a  slump,  Special  Devices 
has  lagged  behind  the  market,  at  9%  a 
share,  almost  where  it  was  when  the 
company  went  public  on  Aug.  7,  1991. 

Stan  Trilling,  a  first  vice-president  at 
PaineWebber  Inc.  in  Los  Angeles,  be- 
lieves the  stock  is  cheap.  The  company 
is  currently  the  third-largest  supplier 
of  initiators  to  air-bag  makers.  The  ini- 
tiator is  the  trigger  that  makes  a  sen- 
sor explode  the  charge  to  inflate  an  air 
bag.  Trilling  notes  that  Special  De- 
vices' air-  bag  unit  turned  profitable 


this  year  and  will  help  boost  fiscal  19 
earnings  to  45$  a  share,  and  to  1 
next  year,  vs.  fiscal  1992's  25$.  Trilli: 
sees  the  stock  doubling  in  a  year. 

Analyst  James  Spencer  at  Werthe 
Schroder  figures  that  Special  Devici 
initiator  sales  will  approach  $50  milli 
by  1996-97,  as  TRW,  which  makes  i 
bags  for  General  Motors,  folio) 
through  on  its  contract  to  buy  soi 
75%  of  its  initiators  from  Special  I 
vices.  The  company  was  also  chosen 
Atlantic  Research  to  supply  initiate 
for  its  air-bag  inflators  manufactur 
by  Bendix  Atlantic  Inflator  for  certa 
Chrysler  vehicles. 


RIDING  ON  AIR  WITI 
AIRLESS  TIRES 


Only  one  thing  is  pushing  up  t 
shares  of  Urethane  Techn 
ogies — and  it  isn't  earning 
The  company  has  yet  to  make  a  penr 
What's  firing  up  the  stock  that  h 
bounced  from  6  a  share  in  early  E 
cember  to  13  xk  on  May  11  is  a  bicy< 
tire — the  tubeless,  airless  type. 

"There  seems  to  be  heavy  accumu 
tion  of  Urethane's  shares  in  rece 
days,  and  they  have  been  rising  on 
creasing  volume — a  very  positive  si 
nal,"  says  Mark  Leibovit,  who  edits  t 
market  newsletter  Volume  Revers 
Survey.  "Our  charts  indicate  that  t 
stock  could  rise  as  high  as  22  over  t 
short-term." 

The  company  doesn't  actually  pi 
duce  tires,  but  it  has  developed  sped; 
ly  formulated  liquid-chemical  coi 
pounds  and  manufacturing  equipme 
for  making  certain  polyurethane-bas< 
products.  Among  them:  a  nonpneurr 
tic,  or  airless,  bicycle  tire  with  a  foa 
inner  core  that,  insists  the  compan 
rides  virtually  the  same  as  pneumai 
tires  and  lasts  longer. 

Urethane  sells  the  polyurethai 
compounds  and  casting  equipment 
tire  makers  such  as  Green  Tyre  in  Br 
ain.  Urethane  has  also  signed  a  licer 
ing  agreement  with  Fore  Better  Int< 
national  Development  of  Taiwan  f 
exclusive  production  rights  using  Ui 
thane's  airless  tire  technology  in  T: 
wan,  Shanghai,  and  other  nearby  pro 
inces  in  China.  Fore  Better  has  taken 
3%  stake  in  Urethane,  worth  $2  millio 
"We  are  in  talks  with  other  tire  ma 
ers  for  licensing  agreements  in  oth 
parts  of  Asia  and  Europe,"  says  Chi 
Operating  Officer  and  Treasurer  Ji 
Frakes.  He  says  if  all  goes  as  planne 
the  company  will  be  in  the  black  by  tl 
end  of  this  year. 
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GROUP,  INC. 
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Steady  growth 
in  earnings  shows 
CS  Holding's 
financial  strength 


CONSOLIDATED  FINANCIAL 
HIGHLIGHTS  FOR  1992 


CASH  FLOW 

SFR 

M 

2,955 

NET  PROFIT  FOR  THE  YEAR 

SFR 

M 

1  ,028 

SHAREHOLDERS'  EQUITY 

SFR 

M 

9,495 

RETURN  ON  EQUITY  (ROE) 

11.7% 

CS  Holding  is  one  of  the  world's  leading 
financial  services  groups.  If  you  would  like  a 
copy  of  the  Annual  Report,  please  call  us  at 
(41  1)  212  02  90  or  fax  your  business  card 
to  us  at  (41  1)  212  06  69. 


CS  Holding  Niischelerstrasse  1  8021  Zurich  Switzerland 


SIEMENS 


1866.  That  was  then 


Shortly  after  his  50th  birthday,  Werner  Siemens  invented  the  world's  first  electric 
dynamo,  and  began  the  revolution  that  brought  electric  power  to  everyone,  every 
where. 


©Siemens  Corporation  1993 


1993.  This  is  now. 


Today,  Siemens  technology  generates,  distributes  and  controls  electric  power 
in  ways  Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where 
people  cheer  their  favorite  teams  to  the  places  where  people  work  and  live, 
Siemens  technology  is  helping  to  produce  and  deliver  electric  energy  wherever 
it  is  needed.  It's  all  part  of  the  heritage  of  innovation  begun  by  Siemens  over  a 
century  ago.  And  it's  yet  another  way  the  35,000  men  and  women  of  Siemens 
are  working  all  across  America  to  generate  the  kind  of  thinking  that  will  lead  us 
into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '93.  Box  8003E,  Trenton,  New  Jersey  08650 
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nformation  Processing 


MULTIMEDIA  I 


AGAIN,  IBM  DIVIDES 
TO  CONQUER 


Its  high-tech  media  empire  is  the  latest  unit  to  be  dismantled 


■  fa  cumbersome  system  of  central 
H  planning  couldn't  keep  IBM  on  top  of 
H  well-established  markets,  how  could 
such  a  setup  move  Big  Blue  into  new 
frontiers?  More  precisely,  could  a  1.000- 
employee  empire  reporting  to  a  single 
vice-president  in  White  Plains.  N.Y.,  fig- 
ure all  the  ins  and  outs  of  the  phenome- 
non known  as  multimedia— a  digital  brew 
of  computers,  video,  telecommunications, 
publishing,  and  entertainment? 

Probably  not.  That's  why  the  empire, 
established  in  1990.  is  being  dismantled. 
Lucie  J.  Fjeldstad.  the  hard-charging 
corporate  vice-president  in  charge  of 
multimedia,  is  taking  apart  her  domain. 
A  year  ago.  it  included  engineers  de- 
vising ways  for  IBM  computers  to  manip- 
ulate video,  programmers  inventing  new 
forms  of  interactive  entertainment,  and 
executives  scouting  multimedia  deals. 
They've  been  dispersed  to  startup-style 
IBM  units  worldwide.  Says  Fjeldstad: 
"I've  been  spinning  off  mv  children." 


At  this  stage.  Fjeldstad's  kids  are 
simply  trying  to  find  their  way  into  the 
digital  future.  But  creating  these  tiny 
pseudo-startups  may  be  the  best  way 
to  identify  the  next  billion-dollar  oppor- 
tunity. "I  don't  see  a  clearly  defined  mul- 
timedia strategy  from  IBM.  That  seems 
like  a  smart  approach,"  says  Bruce 
R.  Ryon,  who  recently  left  Apple  Com- 
puter Inc.  to  track  multimedia  for  Data- 
quest  Inc. 

minimizing  risk.  The  multimedia  reor- 
ganization mirrors  the  companywide 
overhaul  that  split  IBM  into  13  Baby 
Blues  in  1992.  The  analog  to  IBM  head- 
quarters is  Fireworks  Partners,  a  Som- 
ers  i  X.Y.i  holding  company  formed  in 
January.  It  includes  some  of  Fjeldstad's 
projects  and  has  about  S50  million  in 
venture  capital  to  invest  in  startups  and 
joint  ventures.  To  minimize  risk.  IBM 
will  align  with  partners  and  hold  only 
minority  stakes.  If  some  of  these  really 
take  off.  IBM  could  get  rich.  "People  have 


said:  'Gee,  [with  the  IBM  PC]  you  ere 
these  very  successful  businesses— In' 
Microsofts,  those  kind  of  folks,'"  < 
Robert  L.  Carberry,  the  IBM  vet« 
who  is  Fireworks'  president.  "'\ 
didn't  you  participate  in  their  eq 
growth?" " 

With  the  old  system,  IBM  had  tro 
getting  its  multimedia  projects  go 
For  instance,  it  held  talks  with  \ 
Time  Warner  Inc.  and  Tele-Commui 
tions  Inc.  last  year  to  build  an  inte 
tive  cable-TV  system.  The  talks  w 
ered  as  IBM's  top  brass  focused 
mounting  internal  problems.  Plans 
cable  are  now  on  hold.  Fjeldstad  sa 

And  the  IBM  multimedia  projects 
came  to  market  haven't  been  hits, 
ambitious  series  of  videodisks 
schools,  entitled  Columbus:  Encoui 
Discovery  &  Beyond,  cost  more  thai 
million  to  produce  but  sold  only  al 
2.000  copies  at  S2,000  a  pop.  estim 
Rockley  Miller,  publisher  of  Muliim 
&  Videodisc  Monitor.  A  big  problem 
the  use  of  videodisks  instead  of  th( 
creasingly  popular  CD-ROM  format. 

Rather  than  shy  away,  IBM  is  re 
bling  its  efforts.  One  semi-autonon 
unit,  the  50-employee  IBM  Multim 
Publishing  Studio  in  Atlanta,  is  agg 
sively  buying  electronic  rights  to  pro 
ties  such  as  interviews  and  "other  ui 
closed  material"  from  Playboy  maga; 
Fireworks  Partners  is  sponsoring  efi 
to  deliver  multimedia  information  t< 
dustries  ranging  from  real  estate  to 
sic  recording  to  TV  news.  And  IBM 


WHERE  MULTIMEDIA  IS  EMERGING  AT  IBM 


IBM'S  MULTIMEDIA  PUBLISHING  STUDIO  in 

Atlanta  has  a  business  plan  to  be  spun  off 
from  Big  Blue.  It's  creating  CD-ROM  titles, 
including  one  based  on  audio  and 
images  purchased  from 
the  Biosphere  2 
pro' 


FIREWORKS  PARTNERS,  a  new  venture- 
capital  effort,  is  investing  some  $50  million 
in  a  portfolio  of  business  multimedia 
projects— like  this  system  for  shopping 
for  homes  via 
computer. 


IBM'S  WATSON  RESEARCH  LAB  issellii 
special  computers  and  software  to 
producers  of  movies  and  advertise- 
ments—such as  this  one  for  AT&T. 


is  funding  an  ambitious  multimedia 
3Ct  that  covers  the  history  of  the 
inent. 

■lere's  also  a  high-profile  Hollywood 
hhead.  IBM  has  invested  $10  million 
digital  production  studio.  Called 
tal  Domain,  it's  headed  by  Termi- 
g  2  producer  James 
eron,  who  will  pro- 
■  all  of  his  special 
acters  and  effects 
e  for  the  next  five 
•s.  The  studio's 
ident  is  Scott  A. 
>,  former  general 
ager  of  the  special- 
its  shop  Industrial 
it  &  Magic.  Ross 
-es  film  characters 
ted  in  the  studio 
also  generate  in- 
e     from  video 


JELDSTAD  STILL 
MUST  SECURE 
THE  NEW  BOSS'S 
SUPPORT  FOR 
MULTIMEDIA 


es,  T-shirts,  and  TV  commercial  li- 
ing  deals. 

•:ct  selling.  IBM  sees  big  opportu- 
is  to  sell  hardware  and  software  to 
ipulate  all  those  digitized  bits  of 
d  and  image.  IBM's  Watson  Research 
oratory  in  Hawthorne,  N.Y.,  has 
ted  a  graphical  supercomputer  called 
Power  Visualization  System,  which 
cs  32  of  the  chips  used  in  IBM's 
3000  workstation.  A  team  of  60  engi- 
•s  is  selling  the  $500,000  setup  to 

studios  and  ad  agencies— the  first 
i  IBM's  esteemed  research  division 
directly  marketed  technology. 
0  far,  the  Watson  engineers  have 

five  systems  to  cutting-edge  pro- 
Ion  houses,  which  in  turn  provide 
;rs  with  insight  into  the  world  of 
o.  "We're  learning  what  the  market 
ts  without  an  intermediary,"  says 

Peled,  head  of  software  research 
Vatson  Labs.  The  unit  is  not  yet 
itable,  but  its  gear  produced  effects 
Sylvester  Stallone's  new  movie,  Cliff- 
ier,  and  ads  for  American  Telephone 
elegraph  Co. 

ventually,  IBM  wants  to  spin  off 
e  of  its  multimedia  efforts.  Perhaps 
first  will  be  the  Multimedia  Pub- 
Tig  Studio,  which  is  buying  rights 
laterial  for  CD-ROM  products.  CD-ROM 


publishing  looks  like  a  promising  market: 
The  number  of  PCs  with  CD-ROM  drives 
doubled  last  year,  says  Dataquest,  to 
2.8  million,  and  will  likely  double  again 
in  1993.  One  forthcoming  IBM  disk  for 
kids  is  based  on  exclusive  video  and  au- 
dio clips  culled  from  the  Biosphere  2 
project  in  Arizona. 

Most  of  IBM's  multi- 
media efforts  are  not. 
nearly  so  ripe.  It's  not 
clear  yet,  for  instance, 
what  the  demand  will 
be  for  the  software  be- 
ing designed  by  Kalei- 
da,  IBM's  joint  venture 
with  Apple  Computer. 
The  company  wants  to 
create  a  universal  for- 
mat for  running  multi- 
media titles  on  many 
types  of  computers  and 
consumer  electronics.  But  it  hasn't 
locked  up  key  industry  support.  Similar- 
ly, IBM  has  inked  a  deal  with  Blockbust- 
er Entertainment  Corp.  to  electronically 
transmit  the  data  to  press  CDs  on  de- 
mand at  record  shops.  The  idea  is  to 
avoid  losing  sales  when  a  title  is  out  of 
stock— no  matter  how  obscure.  But  cur- 


rently, Blockbuster  is  the  only  big  re- 
tailer to  have  signed  on. 

Some  of  these  efforts  could  be  swept 
away  as  IBM's  new  ceo,  Louis  V.  G.erst- 
ner  Jr.,  resets  priorities.  "The  only  issue 
[we  have]  with  IBM  right  now  is  the  un- 
certainty," says  Robert  Norton,  presi- 
dent of  HomeView  Inc.,  a  Needham 
(Mass.)  company  that's  developing  a  sys- 
tem with  IBM  to  allow  realtors  to  give 
buyers  PC  video  tours  of  homes. 

Indeed,  Fjeldstad's  key  remaining  task 
is  to  secure  Gerstner's  support.  She  met 
with  the  new  boss  on  May  3  "to  educate 
him"  on  multimedia.  She  says  she  wasn't 
given  any  assurances  but  "[that]  I  got  in 
there  early  with  him  is  a  good  sign." 
With  her  empire  fragmenting,  Fjeldstad 
admits  that  her  central-planning  job  is 
becoming  obsolete.  She's  already  moving 
on  to  other  projects,  including  an  ex- 
ploration of  interactive  home-shopping 
technology  with  a  big  retailer.  "IBM  has 
learned  the  hard  way  that  there  isn't 
one  business  model  for  the  entire  indus- 
try," she  says.  Indeed,  a  multifaceted 
approach  to  multimedia  may  be  the  only 
way  to  go. 

By  Evan  I.  Schwartz  in  Hawthorne, 
N.  K,  with  Bart  Ziegler  in  Somers,  N.  Y. 


MULTIMEDIA  I 


HISTORY  FOR 

THE  INTERACTIVE  GENERATION 


An  IBM-backed  project  will  pack  3,000  years  onto  eight  disks 


As  a  film  student  in  Vienna  in  the 
early  1970s,  Titus  Leber  wrote 
his  doctoral  thesis  on  a  quirky 
technique  for  superimposing  images.  The 
method  had  first  been  used  to  evoke 
drama  and  motion  in  silent  movies.  "It 
was  usually  reserved  for  dream  and 
madness  sequences,"  Leber  recalls. 

These  days,  the  fervid  filmmaker  is 
bringing  together  all  the  cinematic  tricks 
he  has  mastered  in  the  past  20  years- 
plus  some  new  ones.  Leber,  42,  is 
mounting  the  most  ambitious  interac- 
tive multimedia  project  ever:  telling  the 
3, 000-year  history  of  Europe  on  a  se- 
ries of  eight  CD-ROM  computer  disks. 
When  completed,  in  1995,  people  will  be 
able  to  search  though  six  hours  of  video, 
some  70,000  images,  2,500  maps,  and 
25,000  pages  of  text.  Dubbed  Eurodisc 
and  funded  in  part  by  IBM,  the  project  is 
turning  the  heads  of  those  who  specialize 
in  this  new  electronic  medium.  "If  Leber 
pulls  this  off,  it  will  be  a  landmark  event 
in  publishing  history,"  declares  Peter  R. 
Cook,  head  of  creative  services  at  Groli- 
er  Electronic  Publishing  Inc. 


The  Eurodisc  effort  also  illustrates 
the  complications  and  risks  of  the  new 
medium.  Not  only  must  Leber  secure 
rights  to  use  photos,  art  images,  film 
clips,  and  news  footage,  but  he  also 
must  make  all  of  it  compelling  for  stu- 
dents and  other  consumers.  The  proj- 
ect's $12  million  budget  puts  it  in  a 
league  with  Hollywood  movies  rather 
than  typical  multimedia  efforts,  and  in 
the  tradition  of  independent  filmmak- 
ers, Leber  and  IBM  risk  failure  unless 
they  can  raise  more  financing. 
MODERN  ROYALTIES.  IBM  Europe  has  put 
up  an  initial  $1  million,  and  along  with 
Leber,  hopes  to  attract  a  partner,  pos- 
sibly French  publisher  Matra-Hachette, 
to  form  a  pan-European  electronic  pub- 
lishing company.  Having  seen  IBM  fumble 
multimedia  efforts  in  the  U.S.  (page 
134),  European  managers  are  determined 
not  to  fly  solo  in  the  new  market.  "We 
see  in  Titus  a  way  to  take  a  fast  leap 
forward,"  says  Haakon  Skaarer,  multime- 
dia program  manager  at  IBM  Europe. 

Leber's  biggest  leap  may  be  his  way 
around  the  industry's  copyright  conun- 
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"Partnership  may  be  a  cliche  in  business  vocabulary; 
for  us  it's  simply  a  fact  of  life.  It  has  to  be,  if  we're 
to  achieve  the  quality  we're  after  in  the  textile  fibers 
business  I  encourage  our  people  to  work  closely 


with  our  clients.  In  these  partnerships  we  dev 
successful  marketing  programs  for  well  kn 
brands  such  as  Enka"  Viscose  and  Sympate) 
even  though  our  organization  chart  is  made  up 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  p 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  writ 
Akzo  America  Inc.,  Corp.  Comm.  Dept./R7,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Folkert  Blaisse,  General  Manager  Textile  Fibers: 


jares,  really  crucial  work  is  done  in  interlinking 
Partnerships,  in  which  we  mix  youth  and  ex- 
2,  unbound  by  hierarchy  or  tradition.  Getting 
"hat's  our  way  of  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTF 


nformation  Processin 


drum.  Publishers  usually  pay 
up-front  fees— typically  S150 
per  photo  and  S5.500  per  min- 
ute of  film— to  reproduce  mate- 
rial electronically.  That  would 
make  Eurodisc  untenable.  Le- 
ber proposes  setting  aside  15  cr 
of  sales  for  royalties  to  be  split 
by  agencies  and  other  sourc- 
es. Copyright  holders  at  first 
were  apprehensive,  but  Leber 
has  won  over  a  half-dozen  key 
sources,  including  Paris  photo 
agencies  SLPA,  Gamma,  and  Ex- 
plorer. "We're  taking  a  risk." 
explains  Explorer  Director 
Michel  Bunz.  "But  fixing  the 
value  of  electronic  rights  is  so 
difficult  that  we  have  to  show 
some  imagination." 

Lel">er  was  diverted  to  multi- 
media from  making  art  films 
in  19S4.  That's  when  he  won  a 
fellowship  to  the  Center  for 
Advanced  Visual  Studies  at 
Massachusetts  Institute  of 
Technology.  One  of  his  first  ef- 
forts, called  Vienna  Interactive. 
lets  users  navigate  the  boule- 
vards and  museums  of  the  old 
Hapsburg  capital. 

After  seeing  the  Vienna  disk 
in   late  1991, 
IBM  managers 
bought  into 
Leber's  new  vi- 
sion: a  multicul- 
tural  view  of 
history  that 
transcends  tra- 
ditional national- 

I  ism.  To  under- 
stand differing 

I  religious  views  of 
the  16th  century. 

|  for  example,  a 
Eurodisc  user 
will  simply  select 

from  a  menu  the  picture  of  Henry 
\TTi.  Martin  Luther,  or  Pope  Leo  X 
to  hear  a  narration  or  read  quota- 
tions from  his  writing.  "The  idea  is 
to  break  away  from  the  tunnel  vi- 
sion of  national  history."  Lel>er  says. 
"SHOVELWARE"?  Moving 
na  to  Paris.  Leber  went  to  work  in 
|  an  IBM  high-rise,  developing  ways  to 
guide  \iewers  through  three  millenni- 
ums of  information.  The  big  risk  is 
producing  "shovelware"— disks  loaded 
with  so  much  poorly  organized  informa- 
tion that  the  user  gets  lost  in  an  elec- 
tronic maze. 

To  give  Eurodisc  a  "spine."  Leber  is 
creating  a  data  base  of  key  historical 
and  cultural  images  for  every  country  as 
an  entry  point  for  each  year.  Selecting  a 
portrait  o:  Napoleon,  for  example,  might 


lead  you  to 
France  in  1804  and  information  on  the 
Battle  of  Austerlitz.  There  might  be  a 
clip  of  the  battle  from  Abel  Gance's  1927 
film.  Napoleon, 

Among  Leber's  cinematic  tricks:  a 
two-minute  montage  of  rapid-fire  images 
and  music  to  present  the  highlights  of 
each  of  17  major  periods.  "History  has  to 
be  hot  if  it's  going  to  capture  people  of 


the  video  generation."  L* 
says. 

Making  Eurodisc 
enough  for  schools  and  un 
sities  to  pay  up  is  ano 
matter.  The  pricing  will  t 
least  SI  10  per  disk  for 
main  overview  disk  and 
seven  covering  various 
gions.  To  stir  up  exciter 
among  education  minisl 
and  public  institutions.  IBM 
Leber's  company.  Iconoi 
organized  a  Eurodisc  presi 
tion  last  June  for  46  repn 
tatives.  including  some  an 
sadors.  from  European  nat 
Suddenly,  doors  swung  o 
Governments  offered  acce 
national  archives.  Germ 
Greece,  and  Turkey  prop 
co-funding  or  sponsoring  i 
uct  tests  in  their  schi 
Meanwhile.  Leber  tapped 
tacts  in  the  European  Pj 
ment  to  help  back  the  E 
disc  for  school  curriculi 
And  he  has  aroused  the  ii 
est  of  such  potential  dis 
utors  as  Simon  &  Schu 
Inc.  in  the  U.  S.  and  De 
Inc.  in  Japan. 

Even  so,  IBM  is  tryin 
keep  the  sales  g 
modest.  Skaare 
hoping  to  sell  17; 
Eurodisc  packagt 
schools  and  publi 
stitutions  in 
years,  reaching  j 
of  S210  million, 
insists  that  L 
should  publish 
rodisc  for  pop 
CD-ROM  plaj 
whose  numbe 
expected  to  g 
tenfold  by  199 
about  3.3  mi 
units  in  Eur 
Leber,  howe 
prefers  videoc 
because  they 
able  to  handle 
er  segments  of 
motion  video, 
the  old  fight 
tween  prod 
and  director."  says  Leber. 

One  way  or  another.  Eurodisc  wi 
made,  says  Matra-Hachette  exect 
Jean-Pierre  Croset.  The  combinatic 
Leber's  vision  and  such  a  meaty 
ject,  Croset  says,  should  be  a  "tur 
point  in  the  evolution  of  multime 
That's  if  Leber  and  IBM  can  keep 
new  industry  in  focus. 

By  Jonathan  B.  Levant  in  I 


LEBER  IN  PARIS: 
EURODISC  WILL 
LET  USERS  LEAP 
FROM  MOZART  AS 
A  CHILD  PRODIGY 
TO  THE  SHIFTING 
BOUNDARIES  OF 
EASTERN  EUROPE 
TO  THE  VARIED 
EVENTS  OF  1791 
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Special  Advertising  Section 


Business  Week's  reader  service 
card  in  the  Directory  enables  you 
to  choose  which  Annual  Reports 
you  would  like  to  receive.  Simply 
circle  the  corresponding  numbers 
on  the  reply  card  and  mail  it  back. 
You  will  receive  the  Annual  Reports 
selected...  free  of  charge! 


m.  jinuimun  int. 


A.  Schulman  posted  another  record  earnings 
performance  in  fiscal  1992.  Net  income  of 
$43.8  million  established  a  new  record  for 
the  tenth  consecutive  year.  Worldwide  rev- 
enues were  $738.9  million. 

The  Company  is  a  leading  international 
supplier  of  custom  formulated,  high  perfor- 
mance polymer  compounds  utilized  world- 
wide in  a  wide  variety  of  products. 


Ameritech 


Ameritech  provides  full  service  communications 
and  advanced  information  services  to  customers 
in  the  upper  Midwest.  Over  the  past  nine  years, 
Ameritech's  return  to  average  shareowners' 
equity  averaged  1 5.3  percent  before  accounting 
changes —  highest  among  any  of  the  region- 
al Bell  companies.  The  cumulative  total  return 
on  Ameritech  stock  during  this  period  was 
463  percent,  1 .5  times  S&P  growth. 


AMP  Incorporated 


14%  compound  annual  growth  rate  since  1956. 
8%  of  sales  spent  in  RD&E.  Record  $3.3  billion 
soles,  $275  EPS  in  1992.  Soles,  Good  growth 
expected  in  1993.  Sales  were  up  all  but  4  of  51 
years  -  with  80%  of  sales  electronics-oriented  and 
70%  of  sales  ore  products  applied  by  AMP  tools  and 
machines.  Broad  Diversification:  Leading  producer 
of  electrical/electronic  equipment  (over  250,000) 
and  tens  of  thousands  of  customers  who  install  this 
equipment.  Subsidiaries  in  31  countries.  Strong 
worldwide  capabilities.  (NYSE:AMP) 


Beckman  is  a  leading  worldwide  supplier 
of  automated  laboratory  systems  and  sup- 
plies used  for  life  sciences  research,  phar- 
maceutical manufacturing  and  clinical  diag- 
nostics. In  1  992,  productivity  enhance- 
ments and  new  products  helped  boost  net 
income  15%  to  $43.8  million,  or  $1.53 
per  share.  Sales,  paced  by  market  share 
gains,  rose  to  $908.8  million. 


Banque  Francaise  du  Commerce  Exterieur  5 

BFCE  offers  corporations  diversified  financing 
instruments  as  well  as  new  and  highly  innova- 
tive products  to  manage  their  payments  in 
Prance  and  worldwide.  The  Bank  solves  curren- 
cy and  interest  rate  risk  management  problems 
and  provides  a  full  array  of  investment  instru- 
ments. BFCE  is  expanding  services  for  merger 
and  acquisition  and  equity  financing,  through  its 
subsidiary,  Societe  Financiere  de  la  BFCE. 

BFCE 

Freeport-McMoRan  Inc. 


Freeport-McMoRan  is  one  of  the  world's 
largest  and  lowest  cost  gold  and  copper 
producers  with  the  largest  single  gold 
reserve  and  one  of  the  five  largest  open-pit 
copper  reserves.  The  company  is  also  the 
largest  integrated  and  one  of  the  lowest 
cost  phosphate  fertilizer  producers  in  the 
world.  (NYSE:  FTX). 


Canadian  National  6 

Provides  rail-based  transportation  and  distribu- 
tion services  throughout  Canada  and  the  USA. 
As  CN  North  America,  operates  o  seamless  rail 
freight  service,  Halifax  to  Vancouver,  and 
south  into  Chicago,  connecting  to  other  rail 
carriers.  Subsidiaries  monage  property  assets, 
the  CN  Tower  in  Toronto,  develop  oil  i  gos 
holdings,  market  consulting  and  technology 
transfer  services  worldwide,  produce  trans- 

Canadian 
National 

portation  equipment. 

Harsco  Corporation 


With  operations  in  36  states  and  in  12 
other  countries,  Harsco  is  a  diversified 
industrial  company  serving  markets  includ- 
ing the  worldwide  steel  industry,  construc- 
tion, infrastructure,  process  industries,  gas 
control  and  containment  and  defense.  The 
Company's  diversify  affords  a  counter-cycli- 
cal balance  that  has  contributed  to  its 
consistent  profitability. 


Computer  Associates  Ei 

Computer  Associates  is  the  world's  lead- 
ing software  company  offering  more 
than  325  different  software  applica- 
tions for  virtually  every  kind  of  comput- 
er from  mainframes  to  minis  to  PCs. 
With  revenues  approaching  $2  billion 
and  offices  in  27  countries  around  the 
ritical  software  partner  to  more  than  95°o 

I  ess 

H 

world,  CA  is  the  mission-c 
of  the  Fortune  500. 

Incentive 


INCENTIVE 


industrial  group  with  a 
turnover  of  SEK  12  billion, 
1 2,000  employees  and  200  companies  all  over  the  world. 
Incentive  is  mainly  active  in  the  business  areas: 

•  Materials  Handling  •  Transportation  •  Construction  &  Environment 

•  Process  Industries  •  Imaging  Technology  •  Power 

Incentive  also  has  important  shareholdings  in  ASEA,  Electrolux  and 
Esab.  The  Incentive  share  is  listed  of  the  Stockholm  Stock  Exchange. 


Exide  Electronics  8 

Exide  Electronics  power  protection  solutions 
are  used  by  many  Fortune  1 000  companies 
and  government-directed  agencies,  such  as 
the  Federal  Aviation  Administration.  The 
Company's  UPS  products  protect  critical 
computing  operations  and  are  often  integrat- 
ed into  major  projects  similar  to  the  FAA 
where  UPSs  are  being  installed  at  Air  Route 
Traffic  Control  Centers  nationwide. 

- 

Integrated  Health  Services,  Inc. 


Integrated  Health  Services,  Inc.,  based  in 
Hunt  Valley,  Maryland,  is  a  leading 
provider  of  alternate  site  subacute  care. 
IHS,  through  its  proven  Medical  Specialty 
Unit  (MSU)  model,  provides  a  wide  range 
of  comprehensive  medical  and  rehabilita- 
tive services  traditionally  given  in  an  acute 
care  hospital  but  at  savings  of  approxi-i 
mately  50%. 
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rondell  Petrochemical  Company 


Nordson  Corporation 


A  major  factor  in  two  businesses,  petrochemi- 
cals and  petroleum  refining,  with  $4.8  billion 
in  revenues,  Lyondell  is  1 1 1  on  the  fortune 
500.  Major  steps  toward  strategic  goals 
include  a  pending  refinery  venture  with  CITGO 
to  upgrade  Lyondell's  refinery  into  a  world- 
class,  heavy  crude  oil  processing  facility. 
Lyondell  has  provided  o  3-year  annualized 
return  to  shareholder  of  1 9%.  Quarterly  divi- 
dends are  $0.45  per  share.  (NYSE1Y0) 


Nordson  corporation  is  a  world  leader  in 
systems  that  apply  adhesives,  sealants  and 
coatings  to  consumer  and  industrial  prod- 
ucts during  manufacturing  operations. 
Since  1986,  sales  and  earnings  per  share 
have  grown  at  average  rates  of  1 7%  and 
20%,  respectively.  For  1992,  gross  mar- 
gins were  61%  and  return  on  sharehold- 
ers' equity  was  24%. 


iinnesota  Power 


Precision  Standard  Inc. 


18 


Minnesota  Power  operates  utility  and  utili- 
ty-related companies  in  six  states.  The 
largest  provides  electric  service  in  northern 
Minnesota  and  northwestern  Wisconsin. 
Power  generation:  88%  low  sulfur  coal, 
12%  hydro.  1  992  return  on  equity, 
15.3%.  Dividends  increased  annually  since 
1971.  Total  shareholder  return  averaged 
1 9%  for  last  ten  years. 


PRECISION^  STANDARD  INC. 

Precision  Standard  is  a  diversified  company  engaged  in  the  mainte- 
nance and  modification  of  aircraft  for  military  and  commercial  cus- 
tomers, the  provision  of  aircraft  support  services,  the  design  and  man- 
ufacture of  aircraft  cargo  handling  systems,  the  manufacture  of  aerial 
target  systems  and  the  development  and  manufacture  of  rocket 
launch  vehicles  and  guidance  systems. 


okia  15 

Nokia  is  a  Finland-based 
ISIOKI A  international  technology 

Connecting  People  group.  About  half  of  its 

FIM  1 8  billion  opera- 
ms  are  manufacturing  and  developing  telecommunications  systems 
id  equipment.  Nokia  is  the  world's  second-largest  producer  of  cellu- 
•  mobile  telephones  and  a  forerunner  in  digital  telecommunications 
chnology.  Nokia  is  also  a  major  European  consumer  electronics  and 
ble  technology  company. 


Solvay  Group 


The  Solvay  Group  is  a  leading  chemical 
and  pharmaceutical  company  with  sales  of 
USD  8  billion  worldwide. 
The  strategy  followed  by  the  company  is  to 
develop  specialty  products,  with  high 
value-added,  high  margin  and  high 
research  content  in  each  of  its  five  sectors  - 
Alkalis,  Peroxygens,  Plastics,  Processing 
and  Health. 


orfolk  Southern  Corporation 


Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  a 
Virginia-based  holding  company  that  owns 
all  the  common  stock  of  and  controls  a 
freight  railroad,  Norfolk  Southern  Railway 
Company,  and  a  motor  carrier,  North 
American  Van  Lines,  Inc.  The  corporation's 
1 992  net  income  exceeded  $557  million. 


Southwestern  Bell  Corporation 


20 


Performance 
+Potentiaippp 


Southwestern  Bell  Corporation  (NYSE:SBC) 
provides  telephone,  cellular,  cable  TV  and 
advertising  services  and  products  to  cus- 
tomers worldwide.  SBC  also  holds  a  10 
percent  stake  in  Telmex,  the  Mexican 
phone  company.  In  1992,  for  the  second 
year  in  a  row,  SBC's  total  return  of  1 9.0 
percent  was  the  best  among  the  Bell  com- 
panies and  GTE. 


Special  Advertising  Section 


Symbol  Technologies 


21 


Symbol  Technologies  (NYSE:SBL)  is  the 
leader  in  automatic  bar  code  data  transaction 
systems  with  expertise  in  three  core  technolo- 
gies—  bar  code  laser  scanning,  portable 
computing  and  RF  data  communication. 
Introduced  in  1 992,  scanner  for  PDF417  2D 
symbology  and  strategic  alliances  with 
Computer  Associates  and  IBM.  International 
revenue  increased  28%  in  1992. 


TriMas  Corporation 


TRIMAS 

ANNUAL 

REPORT 

19  9  2 

A  leading  diversified  manufacturer  of  proprietary 
leadership  products  for  commercial,  industrial  oni 
consumer  niche  markets,  recorded  another  recon 
year  for  1992.  Major  operating  and  financia 
achievements  in  1992  include  record  sales,  operal 
ing  profit  and  cash  flow  and,  most  importantly 
record  shareholder  returns. 

Send  for  our  Annual  Report  to  learn  why  wi 
believe  1 993  will  be  another  year  of  record  sale 
and  earnings  as  we  continue  "Building  on  Diversity". 


Syntellect  Inc. 


22 


United  American  Healthcare 


Syntellect  Inc.  (NASDAQ:SYNL)  is  a  leading 
developer  and  marketer  of  Network  Voice 
Processing  (NVP)  systems  worldwide.  NVP 
enables  individuals  to  connect,  via  tele- 
phone, with  a  growing  variety  of  computer- 
based  services  offered  by  companies  around 
the  globe.  The  Company's  products  are  sold 
through  a  network  of  direct  and  indirect  dis- 
tribution channels  worldwide. 


United  American  Healthcare  Corporatior 
provides  innovative  managed  care  service; 
to  public  and  private  health  care  clients. 
UAHC  manages  —  but  does  not  own  — 
the  plans  if  services.  Through  individua 
case  management,  continuing  provider  one 
utilization  review  and  related  controls  the 
corporation  provides  tor  delivery  of  al 
aspects  of  quality  healthcare  services. 


Televerket 


Valley  National  Bancorp 


The  Televerket  Group  offers  public  and  pri- 
vate networks  for  telephony,  data  commu- 
nications and  mobile  telephony.  In  1992, 
the  Televerket  Group's  revenues  totalled 
USD  5.9  billion,  up  2%.  Return  on  total 
capital  was  8.6%.  Telverket  invested  a  total 
of  USD  1.3  billion.  Telephone  traffic  rose 
5.1%.  Network  performance  was  99.1%. 


Valley  Nat'l  Bancorp,  operating  a  supei 
community  bank  in  North  NJ,  surpassed 
$3.1  billion  in  assets  during  1992.  Return 
on  average  assets  at  1.38%,  return  on 
average  equity  at  19.86%  placed  Valley 
among  top  US  banks  with  assets  over  $1 
billion.  Net  income  reached  a  record  $41.6 
million  ($2.18  per  share),  38%  above 
1991. 


TELUS  Corporation  24 

TELUS  Corporation  is  a  Canadian  telecommuni- 
cations and  information  services  company 
managing  assets  of  $3  billion.  Subsidiaries 
include  AGT  and  AGT  Mobility,  leaders  in  the 
application  of  digital  technology  in  telecommu- 
nications networks  and  development  of  digital 
cellular  networks.  Joint  ventures  provide  infor- 
mation systems  services  in  Alberta  and  cable 
television/telephone  services  overseas. 

Wallace  Computer  Services  m 

Wallace  Computer  Services  (NYSE-WCS) 
has  a  consistently  strong  record  of  growth 
and  investment  performance.  The  company 
has  had  five  stock  splits,  31  consecutive 
years  of  sales  increases,  30  of  31  years  ol 
profit  increases,  and  21  consecutive  years 
of  dividend  increases.  Over  the  last  five 
years  the  company  has  grown  at  four 
times  the  rate  of  its  largest  competitors. 
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Investing 


THE  HIDDEN 
IN  MUTUAL- 


HITS 

FUND  FEES 


It  is  getting  harder  to  fig- 
ure out  how  much  a  mutu- 
al fund  costs.  The  assort- 
ment of  sales  charges  and 
expenses  has  multiplied,  mak- 
ing some  investors  feel  as  if 
the  industry  has  a  hand  in 
every  pocket,  while  others 
mistakenly  believe  they  are 
getting  their  mutual  funds  for 
free.  New  rules  will  go  into 
effect  on  July  7  that  are 
aimed  at  preventing  fund 
companies  from  overcharging, 
but  they  won't  clear  away  the 
confusion. 

The  mutual-fund  industry 
has  enjoyed  enormous  profits 
in  the  past  decade  as  the 
number  of  investors  has 
grown  exponentially.  But  in- 
stead of  lowering  expenses  by 
spreading  out  fixed  costs 
among  many  more  sharehold- 
ers, fund  companies  have 
raised  expenses.  Instead  of 
honoring  investors'  demands 
for  lower  sales  commissions, 
many  companies  that  distrib- 
ute their  funds  through  bro- 
kers have  resorted  to  pricing 
structures  that  hide  the  sales 
charge  by  combining  it  with 
the  fund  expenses.  "They've 
gotten  credit  for  bringing 
sales  charges  down,"  says  Don 
Phillips,  a  vice-president  at 
Morningstar,  a  mutual-fund 
rating  service.  "But  expenses 
have  gone  up.  It's  just  a  giant 
reshuffling." 

SHORTCUT.  Mutual-fund  costs 
are  divided  between  sales 
charges,  or  loads,  and  expens- 
es. Almost  all  load  funds  are 
bought  through  brokers  or  fi- 
nancial planners,  and  the  sales 
charge  pays  their  fee.  No-load 
companies  market  directly  to 
consumers,  without  a  broker, 
so  the  sales  charge  isn't  nec- 
essary. Some  companies  that 
market  their  funds  directly, 
such  as  giant  Fidelity,  charge 
an  entrance  fee  of  2%  or  3% 
of  your  initial  investment  for 


popular  or  specialized  fi 
A  fund's  expense  r 
which  is  found  in  the  pro 
tus,  is  made  up  of  mai 
ment,  service,  and,  inc 
ingly,  12b- 1  fees,  which 
used  to  finance  distrib 
costs.  Originally  intend* 
pay  for  the  advertising 
of  no-load  funds,  12b-l 
come  into  play  far  mor 
ten  today  with  load  ft 
where  they  go  toward  pi 
an  ongoing  commission  t 
broker  as  well  as  prov 
additional  expense  incon 
the  fund  company. 

The  12b- 1  fee,  which 
first  used  in  1988,  has  all 
load-fund  companies  to  i 
an  increasingly  wide  arr 
pricing  structures, 
roughly  a  third  of  the 
funds  sold  today,  inve 
must  now  choose  among 
ing  classes  usually  term( 
B,  C,  and  D  (table). 

AROUND  THE  BEND.  As  a 

an  A  share  has  the  tradil 
one-time,  up-front  sales  ch 
in  which  the  fund  com 
takes  an  initial  cut  that 
ages  4%  to  6%  of  your  ir 
and  then  invests  the 
There  may  also  be  a  12b- 
of  about  0.25%  of  asset: 
year.  B  shares  have  a  " 
end"  load,  or  a  sales  cl 
that  is  assessed  for  fh 
eight  years  through  a  y 
12b- 1  charge.  Investors 
purchase  B  shares  are 
subject  to  a  contingen 
ferred  sales  charge  (C 
that  tapers  off  from  5 
zero  over  five  to  eight  y 
The  main  advantage 
shares  is  that  investors 
to  see  all  their  money  \ 
work  right  away,  though 
pay  more  in  the  long  rui 
Currently  offered  by 
a  handful  of  brokerage  h( 
and  fund  companies,  in 
ing  PaineWebber  and 
Thomson  Fund  Group,  " 
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,"  sometimes  called  C  or 
ares,  charge  a  12b- 1  fee 
a  0.25%  service  fee  for 
ength  of  time  the  fund 
d.  Investors  also  may  be 
sed  a  1%  penalty  if  they 
am  their  shares  in  the 
year. 

is  primer  of  pricing  op- 
is  only  a  rough  guide, 
ver.  Fund  companies  can 
their  share  classes  what- 
name  they  want.  Thom- 
for  example,  calls  its  lev- 
id  B  shares. 

ORlous."  Although  level 

looked  like  the  wave  of 
ature  last  fall,  some  fund 
anies  have  balked  recent- 
;  moving  to  C  shares, 
•e  was  real  concern  about 
onting  the  investor  with 
any  choices,"  says  Ste- 

Gibson,  national  direc- 
f  marketing  for  Putnam 
stments,  which  put 
ires  on  hold.  "Three 
•ent  structures  gets 
e  fairly  laborious." 
e  each  fund  has  its 
set  of  fees,  in  gener- 

you  know  you  are 
$  to  hold  the  fund 
lore  than  six  years, 
better  to  pay  up 

and  get  the  sales 
*e  over  with.  How- 
,  most  investors 
:  know  how  long 

are  going  to  hold 
und,  Gibson  says, 
rtunately,  fickle  investors 
.  pay  a  very  high  price 
hoosing  the  wrong  class 
ares.  Investors  who  hold 
d  for  just  a  year  will  pay 
l  less  for  a  C  share,  but 
iduals  who  stick  with  a 
:al  multiclass  fund  for  5 
'  years  will  pay  about  the 
!  in  sales  charges  whether 
choose  A,  B,  or  C  shares, 
example,  the  five-year  to- 
iturn  for  a  $10,000  invest- 
\  in  a  fund  that  averages 
%  annual  gain  will  be 
13  for  A  shares,  $15,694 
i  shares,  and  $15,657  for 
lares,  says  Chicago's  Fi- 
ial  Research  Corp. 
hy,  then,  does  the  fund 
stry  create  all  this  confu- 
?  It's  essentially  a  mar- 
ig  ploy.  Because  the  12b- 1 
ge  is  added  to  the  ex- 
e  ratio,  back-end  and  lev- 
ad  funds  are  proving  to 
asier  to  sell  to  investors 


who  believe  it's  dumb  to  pay 
an  up-front  load  if  they  don't 
have  to.  Of  funds  that  have 
multiple  share  classes,  65%  of 
sales  in  the  first  quarter  of 
1993  went  into  B  and  C 
shares,  according  to  Financial 
Research  Corp. 

Gibson  says  clients  are  go- 
ing to  brokers  demanding  to 
buy  a  "no-load"  fund,  thereby 
proving  they  don't  understand 
that  the  load  goes  to  pay  the 
broker's  fee.  Critics  charge 
that  some  brokers  are  taking 
advantage  of  that  confusion, 
selling  back-end  or  level-load 
funds  to  clients  as  "no  loads" 
and  neglecting  to  mention  the 
ongoing  sales  charges  and  re- 
demption penalties.  In  fact, 
brokers  are  not  obligated  to 
explain  all  the  different  pric- 
ing options  and  may  choose 
for  you— opting  for  the  meth- 


AIM  FOR 
THE  AVERAGE 


Fund  type            Average  expense  ratios 

INTERNATIONAL 

1.79% 

SECTOR 

1.78 

U.S.  DIVERSIFIED  EQUITY 

1.37 

HYBRID 

1.34 

(asset  allocation,  balanced) 

TAXABLE  BOND 

1.03 

MUNICIPAL  BOND 

0.76 

DATA:  M0RNINGS1AR  INC. 

ture  they  choose.  Starting  on 
July  7,  funds  cannot  charge 
more  than  a  1%  12b- 1  fee  or  a 
0.75%  12b- 1  fee  plus  a  0.25% 
service  fee  in  a  single  year. 
They  may  also  be  forced  to 
reduce  the  sales  charge  in 
years  that  post  lower  sales, 
since  fund  companies  would 
then  have  less  need  to  com- 


THE  ABCs  OF  LOAD-FUND  INVESTING 


Share 
class 

Structure 

Sales  charge 

Special  charge 
for  cashing  out 

A 

FRONT-END  LOAD 

Average  4%-6%  initial 
charge 

N/A 

B 

BACK-END  LOAD 

0.75%  12b-l  fee  for 
about  6  years 
0.25%  perpetual 
12b-l  fee 

Declines  from  5% 
to  0  over  5  to  8 
years 

C  OR  D 

LEVEL  LOAD 

1  %  perpetual 
12b-l  fee 

1%  in  first  12 
months 

N/A=Noi  appl 

cable 

DATA  BUSINESSWEEK 

od  of  payment  they  prefer. 

Figuring  out  how  much  you 
are  paying  for  a  mutual  fund 
has  gotten  so  complicated  that 
the  National  Association  of 
Securities  Dealers,  with  the 
approval  of  the  Securities  & 
Exchange  Commission,  will 
soon  begin  enforcing  new  reg- 
ulations that  are  meant  to  en- 
sure that  most  investors  will 
end  up  paying  no  more  than 
the  maximum  8.5%  load  re- 
gardless of  the  pricing  struc- 


Brokers  don't 
have  to  lay  out 
the  options-and 
may  pick  the  one 
that  suits  them 


pensate  brokers.  Also  as  of 
July  7,  only  those  funds  that 
charge  less  than  0.25%  a  year 
in  12b- 1  fees  will  be  able  to 
call  themselves  no-load. 

Expenses  can  make  a  real 
difference  to  a  fund's  overall 
performance.  In  the  roaring 
bull  market  of  the  1980s, 
when  the  s&P  500  returned 
an  average  17.5%  a  year  for 
the  decade,  expenses  took  ap- 
proximately a  7%  nick  out  of 
fund  returns.  But  if  the  mar- 
ket gains  10%  in  the  1990s- 
slightly  below  its  historical  av- 
erage—15%  of  profits  will  be 
eaten  away  by  expenses.  If 
the  market  grows  only  6%  a 
year  in  the  1990s,  as  some 
bearish  analysts  predict,  ex- 
penses would  gouge  a  punish- 
ing 25%  out  of  returns. 

"This  scenario  for  equities 
is  already  the  reality  for  mon- 
ey-market-fund holders,"  says 
Phillips.  A  3.5%  return  on 


those  funds  loses  21%  of  its 
value  with  the  .75%  average 
expense  cut.  "Investors  are 
going  to  have  to  spend  more 
time  looking  at  these  costs," 
he  advises.  "No  service  has 
infinite  value.  At  some  point, 
the  costs  can  and  will  out- 
weigh the  benefits." 
EASE  OF  USE.  For  now,  Phillips 
recommends  picking  funds 
that  stick  fairly  close  to  the 
average  expense  ratio  for 
their  category.  Small  funds 
typically  have  larger  expense 
ratios  because  they  have  few- 
er investors  to  absorb  fixed 
costs.  Bond  funds  tend  to 
have  lower  expense  ratios  be- 
cause the  funds  are  easier  to 
manage,  while  specialized  eq- 
uity-sector funds  that  place 
more  demands  on  a  manager 
assess  higher  fees  (table). 
As  with  any  fund  choice, 
the  sales  charge  and  ex- 
penses should  not  be  the 
primary  consideration. 
"The  emphasis  on  ex- 
penses can  get  investors 
pointing  at  the  wrong 
end  of  the  elephant," 
says  Charles  Dornbush, 
Fidelity's  chief  financial 
officer.  "No  amount  of 
understanding  the  ex- 
pense ratio  really  helps 
if  they  didn't  understand 
the  basic  investment 
risks  of  the  fund  or  if 
they're  unhappy  with  the 
investment  performance." 

Some  very  successful  funds 
have  high  loads,  and  some 
equally  dynamic  funds  have 
huge  expense  ratios.  The 
Kaufmann  Fund  averaged  re- 
turns of  30.5%  for  the  past 
five  years  despite  an  expense 
ratio  of  more  than  3%.  And 
the  United  Income  Fund  aver- 
aged more  than  17%  returns 
over  the  past  10  years,  mak- 
ing its  8.5%  up-front  load 
seem  insignificant  to  long- 
term  investors. 

So,  the  first  step  is  de- 
ciding whether  you  want  to 
choose  a  no-load  yourself  or 
buy  a  load  fund  with  the  help 
of  a  financial  adviser.  Narrow 
down  the  list  of  funds  to  a 
handful  of  quality  choices  that 
meet  your  investment  objec- 
tives. Then,  consider  the  im- 
pact of  fees  and  expenses  on 
total  return  before  you  make 
your  final  choice.  Amey  Stone 
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M  usic 


THE  GOLD 
STANDARD 
OF  CDs 


E 


ver  since  compact  disks 
were  introduced  10 
years  ago,  music  purists 
have  complained  that  the 
sound  isn't  all  that  good.  Too 
crisp,  harsh,  and  cold  are  the 
usual  criticisms.  Plus,  many 
early  transfers  of  classic  al- 
bums onto  ens  were  disasters. 
Few  engineers  knew  how  to 
handle  the  new  medium,  and 
many  CDs  were  made  from 
poor-quality  copies  of  the  orig- 
inal master  tapes.  Sony  and 
Philips,  developers  of  the  CD, 
scoffed,  and  CD  opponents 
earned  a  reputation  as  wild- 
eyed  aucliophile  fanatics. 

They're  not  so  wild-eyed  af- 
ter all.  Sony  Music  is  now 
rolling  out  a  series  of  remas- 
tered classic  CDs  that,  it  pro- 
claims, exceed  the  "limita- 
tions"  of   standard   CDs  to 


"reproduce  music  with 
unprecedented  clarity 
and  accuracy."  These 
new  CDs,  called  the 
Legacy  MasterSound 
series,  are  plated  with 
24-karat  gold— for  cos- 
metic reasons  only. 
They  come  in  book- 
like presentation  box- 
es and  cost  $30  each, 
compared  with  $14  to 
$16  for  a  standard  CD. 
REALLY  BLUE.  For  the 
extra  $15,  you  get  Su- 
per Bit  Mapping,  a 
new  Sony  technology 
that  squeezes  all  20 
bits  of  sound  on  a  re- 
mastered analog  tape 
into  the  16-bit  format 
required  by  CD 
players.  Those 
extra  four  bits 
are  usually 
lopped  off  by  en- 
gineers as  insignificant,  but 
they  add  warmth  and  reso- 
nance to  the  sound  that  is 
lacking  in  regular  CDs. 

Sony  has  released  12  titles 
so  far,  including  Pearl  by  Ja- 
ms Joplin,  Bob  Dylan's  Blonde 
on  Blonde,  the  original  Broad- 


NEW  SONY  CDs: 


BITS,  ORIGINAL 
MASTER  TAPES 


way  cast  album  of  West 
Side  Story,  and  Miles 
Davis'  Kind  of  Blue.  It  plans 
to  release  two  to  three  more 
each  month.  To  ensure  that 
the  quality  is  the  best  pos- 
sible, Sony  used  the  original 
master  tapes  and  often  the 
original  engineers  and  produc- 
ers. The  result:  Janis  sounds 


as  if  she's  in  the 
with  you  and  Bol 
lan's  voice  is  far 
raspy. 

The  most  te 
improvement  is 
Kind  of  Blue.  C< 
bia  Records, 
owned  by  S 
botched  the  a 
and  first  CD  of 
1959  jazz  classi 
mixing  the  sour 
the  wrong  speec 
pitch.  On  the  rei 
Sony  got  it  r 
Davis'  trumpet  i 
sounds  blue,  an( 
ensemble  playing 
clear  you  can  hea 
sax  keys  move. 

This  all  may  b 
noying     if  y< 
shelled  out  a  li 
money  on  new  CDs  of  yoi 
vorite  old  albums.  But  i 
haven't,  and  you  don't 
to  pay  $30,  wait  a  ye; 
two.  Sony  says  it  will  us 
technology  to  reissue 
dard-priced  CDs  of  the 
titles  once  current  stock 
out.  You  just  won't  ge 
gold  plating.  Catherine  / 


Remember  the  stodgy  con- 
glomerates? Once  highly 
visible,  the  corporate  giants 
faded  from  the  scene  in  the 
1980s,  when  Wall  Street  was 
mesmerized  by  the  breakups 
and  acquisitions  that  junk 
bonds  so  ingeniously  fi- 
nanced. So  the  shares  of 
these  multi-industry  compa- 
nies languished.  But  in  re- 
cent months,  the  conglomer- 
ates have  resurged. 

The  Donaldson,  Lufkin  & 
Jenrette  conglomerates  index 
outscored  the  stock  market 
this  year,  and  its  strength 
may  continue.  "We  believe 
the  group  will  outperform 
the  market  during  the  next  6 
to  12  months  by  5%  to 
10%,"  says  Donaldson  ana- 
lyst David  Moore. 
VALUE  GAP.  He  says  the 
substantial  cost-cutting 
and  restructuring  that  be- 
gan in  the  late  1980s 
should  help  conglomerate 
profit  margins  at  least 
through  next  year.  Also, 
with  their  diverse  busi- 
nesses geared  toward  in- 
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CONGLOMERATES: 
THEY'RE  BA-A-CK 


dustrial  manufacturing,  con- 
glomerate stocks  have  had  a 
history  of  performing  strong- 
ly in  the  first  two  years  of  a 
recovery.  And,  says  Jack  Sol- 
omon, chief  market  analyst 
at  Bear  Stearns,  "since  they 
are  highly  leveraged,  the  con- 
glomerates have  been  major 
beneficiaries  of  the  drop  in 
interest  rates." 

Along  with  the  improving 


CONGLOMERATE 
COMEBACKS 


Company            Stock  price 

May  10, 1993 

Price/earnings 
ratio 

COLTEC  INDUSTRIES 

IS 

12 

HILLENBRAND 
INDUSTRIES 

44 

28 

LITTON  INDUSTRIES 

60 

14 

TELEDYNE 

18 

23 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


scenario  for  conglomerates  is 
the  group's  low  valuation  by 
the  stock  market.  Despite  re- 
cent advances,  most  shares 
sell  well  below  the  intrinsic 
value  of  the  assets.  Until  the 
market  acts  on  this  dispar- 
ity, conglomerates  will  tend 
to  do  more  restructuring, 
selling  assets.  That  would  be 
a  big  plus  for  the  stocks. 
So  some  money  pros  have 
been  loading  up  on  con- 
glomerate shares.  Tele- 
dyne,  whose  products  in- 
clude aircraft  engines  and 
machine  tools,  "continues 
to  be  our  strongest  buy- 
rated  stock,"  says  Moore. 
He  estimates  company 
profits  of  $2.05  a  share 
this  year  and  $2.70  in 
1994,  vs.  last  year's  83C, 
which  included  unusual 


items  and  reserves  for 
tense  contracts.  Also 
Moore's  buy  list  is  Coltei 
dustries,  whose  product: 
elude  landing  gear,  aut< 
five  products,  and 
compressors. 
cooking.  Solomon  likes 
ton  Industries,  which  re( 
ly  bought  microwave  po 
tube  maker  and  aeros] 
company  Raytheon.  "Li 
has  one  of  the  best  earn 
progressions  over  the  pa: 
years,"  he  says.  He  exp 
that  to  continue,  with  a 
to  $4.85  a  share  next  ; 
from  an  estimated  $4.4 
1993  and  $4.22  in  1992. 

Hillenbrand  Industrie 
another  Donaldson  { 
Apart  from  supplying  n 
and  wood  caskets  to  s 
16,500  funeral  homes,  Hi 
brand  owns  luggage  mi 
American  Tourister  as 
as  Hill-Rom,  a  large  prod 
of  electric  beds  and  o 
hospital  equipment.  It  is 
pected  to  earn  $1.95  this 
and  $2.35  in  1994,  vs.  $L( 
1992.  Gene  Ma 
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Wlien  you  choose  a  Managed 
Care  and  Employee  Benefits  pro- 
gram it  affects  more  than  your 
company's  bottom  line.  It  affects 
the  lives  of  your  employees  and 
their  families.  Wliich  is  why  The 
Travelers  is  committed  to  provid- 
ing both  savings  and  quality  for 
the  people  you  trust  and  the  people 
thei/  love. 

We  offer  your  employees 
the  caring  and  expertise  of  over 
100,000  health  professionals  in 
more  than  130  major  metropolitan 
areas,  as  well  as  a  nationally  recog- 
nized wellness  and  counseling 
program  that  is  preventing  illness 
through  innovation. 

And  our  Managed  Care  Sys- 
tem can  be  customized  to  provide 
your  company  with  the  flexibility 
to  make  the  most  of  your  benefit 
dollars.  In  fact,  we've  actually 
reduced  the  rise  in  health  care  costs 
for  our  customers  by  over  30%. 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  we 
of fer  a  program  that  recognizes  one 
truth  for  employer  and  employee 
alike  —  the  greatest  wealth  of  all  lias 
little  to  do  with  money. 


TheTraveler^T 

AMERICA'S  UMBRELLA* 


THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
THE  FORTUNE 500 WILL 
MAKE  IN  SALES. 


PCX  is  a  trademark  of  Fujitsu  Network  Transmission  ot  America.  Inc 
FORTUNE  500  is  a  registered  tiademark  of  The  Time  Inc  Magazine  Company 


we  spena  ".^m 
nearly  $3  billion  annually  on  R&D 
(over   10%  of  sales)  to  bring  the  most 
profound  technologies  down  to  human  terms.  And 
put  some  of  them  in  human  hands.  q£)   The  ultra 
ight  cellular  phone,  a  direct  result  of  our  microelectronics 
search,   is  an  example.   It  was  Fujitsu  gallium  arsenide 
:uitry    that    made    smaller    and    lighter    cellular  phones 
possible — like  our  new  PCX™  flip  phone  that  weighs 


only  7.4  ounces  and  fits  comfortably  into  a  shirt 
pocket.  cO    Another  Fujitsu  first — the  High  Electron 


lectron Mobility     Mobility   Transistor — is   making   improved  broadcast 

a  Fujitsu  invention 

improved  broadcast  .,  .  _    . . 

/possible         satellite  TV  systems   possible.   And   Fujitsu   is  a 
ier  in   re-writable   magneto-optical   disk  drives  —  an  innovation 
at  offers   nearly   unlimited   storage  capacity.  cO    In  over 
100  countries,  we're  translating  the  complexities  of  tech- 
nology into  new  ways  to  make  life  less  complex. 
It's     helped     make     us     the     $25  billion 
company  we  are  today.   Now  it's  helping 
us     make     our     name  in 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


usiness 


Electronics 


ONE-STOP 

MULTIMEDIA 

MAKEOVERS 


Suddenly,  a  personal 
computer  with  color  ca- 
pability and  a  large 
.storehouse  of  memory  isn't 
good  enough.  Now,  if  you 
want  the  latest  encyclopedia 
program  for  your  kids  or  an 
electronic  tour  of  the  Louvre, 
you  need  stereo  sound,  ani- 
mation, and  video,  too.  To  get 
those  features,  you  have  two 
options:  Junk  your  old  sys- 
tem and  replace  it  with  a 
$2,000-plus  multimedia  PC,  or 
better  yet,  if  your  equipment 
has  at  lea^t  a  386SX  chip,  buy 
a  multimedia  upgrade  kit. 

These  kits  were  made  pos- 
sible by  a  standard  called 
MFC,  for  multimedia  PC.  Es- 
tablished by  12  computer  com- 
panies that  make  up  the  Mul- 
timedia PC  Marketing  Council, 
MPC  spells  out  the  minimum 
features  and  peripherals  a  PC 
should  have  to  be  considered 
multimedia.  With  those  guide- 
lines, some  enterprising  com- 
panies have  assembled  kits 
that  include  everything  you 
need  to  add  to  a  basic  PC:  a 
sound  board.  CD-ROM  drive, 
speakers,  all  the  cables,  and 
free  software  to  get  you  start- 
ed. At  about  $500  to  $1,000, 
the  kits  cost  hundreds  of  dol- 


lars less  than  it  would  to  buy 
the  components  separately. 

First,  make  sure  you  have 
enough  computer  power.  MPC 
recommends  at  least  a  386SX 
microprocessor.  2  megabytes 
of  system  memory,  and  a  30- 
megabyte  hard  drive.  But 
you're  really  better  off  with 
at  least  a  486SX,  8-megabyte 
system  memory,  and  a  100- 
megabyte  hard  drive.  In  fact, 
the  Multimedia  Marketing 
Council  plans  to  unveil  a  new 
standard  this  month  called 
MPC  2,  which  will  come  close 
to  that  recommendation. 
STABILITY  FIRST.  Then,  when 
you  choose  a  kit.  make  sure  it 
is  labeled  with  the  MPC  logo. 
And  it's  probably  wise  to 
stick  with  the  leading  brands. 
Creative  Labs  and  Media  Vi- 
sion. The  off  brands  compete 
mainly  by  price,  and  there's 


KITS  FOR  UPGRADING  YOUR  PC 

Each  of  the  following  contains  a  16-bit  sound  card,  CD- 
ROM  drive,  and  (except  for  the  Pro  16)  stereo  speakers 


FROM  CREATIVE  LABS 


SOUND  BLASTER  DISCOVERY  CD  16 

Market  price:  S500. 
Features:  3  CD  software 
programs,  including  an 
encyclopedia  and  two 
childrens'  games 

SOUND  BLASTER  EDUTAINMENT 

CD  16  Market  price:  $600. 
Features:  8  CD  programs, 
including  an  encyclopedia, 
a  WW  II  flight  simulator, 
and  other  games 


FROM  MEDIA  VISION 


FUSION  CD  16  Market  price: 
S600.  Feafures:  5  CD 
programs,  including  an 
encyclopedia,  a  chess  game, 
and  a  space-flight  simulator 

PRO  16  Market  price:  SI  ,000. 
Features:  A  double-speed 
CD-ROM  drive;  8  CD 
programs,  including  Mayo 
Clinic  Family  Health  Book, 
a  karaoke  setup,  and 
several  games 
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no  certainty  they'll  still  be 
around  for  customer  service 
in  a  few  years. 

You  should  also  buy  the 
best  system  you  can  afford. 
Technology  is  advancing  rap- 
idly, and  a  lot  of  the  cheaper 
systems  will  be  woefully  obso- 
lete in  a  few  years.  Spend  the 
extra  S100  for  a  kit  with  16- 
bit  sound.  In  fact,  the  best 
bet  is  the  Pro  16  from  Media 
Vision  for  about  $1,000.  It's 
the  only  major  brand  on  the 
market  that  includes  a  dou- 
ble-speed CD-RoM  drive— one 
of  the  requirements  of  the 
MPC  2  standard. 

The  hardware  in  the  vari- 
ous kits  is  similar.  They  dif- 
ferentiate themselves  by  the 
CD-software  programs  includ- 
ed. The  Pro  16,  for  example, 
offers  an  electronic  encyclo- 
pedia and  karaoke  setup 
among  its  eight  programs. 
The  Sound  Blaster  Edutain- 
ment CD  16  from  Creative 
Labs,  also  with  ei^ht  pro- 
grams, includes  an  encyclope- 
dia and  World  War  II  flight 
simulator.  Try  out  the  soft- 
ware in  the  store  and  decide 
which  programs  you  like  best. 

Finally,  consider  how  adept 
you  are  at  fiddling  with  the 
guts  of  your  computer.  If 
you're  easily  frustrated  while 
soiling  through  tangled  power 
cords  and  connector  cables— 
and  trying  to  shove  them  and 
your  drive  into  a  tight  space- 
buy  a  kit  with  an  external  CD- 
R()M  drive.  It  plugs  easily  into 
a  connector  on  the  back  of 
the  PC. 

Getting  the  stuff  to  work 


can  be  harder.  Every  p» 
eral  on  your  computer  1 
communicate  with  the 
processor  over  its  own 
line  and  send  data  to  nw 
over  a  "DMA"  line.  If  a  o 
nent  in  your  kit  is  set  f< 
same  channel  as  somethi 
ready  in  your  PC,  you'll 
to  figure  out  where  th< 
flict  is,  change  the  sof 
setting,  and  perhaps  th 
switch  inside  your  comf 
BUSY  SIGNALS.  1  triec 
from  both  Media  Visio: 
Creative  Labs  and  fount 
when  it  comes  to  sc 
problems.  Media  Vision  i 
ter.  The  startup  sofi 
helps  you  find  IRQ  and 
conflicts,  and  its  instn 
manual  is  easier  to  f 
(Creative  hasn't  even  w 
new  instructions  for  tl 
but  simply  includes  the 
ate  manuals  for  the  dif 
components.)  I  also  got 
busy  signals  from  Cre£ 
tech-support  number.  Sti 
Creative  kit  ran  the 
time,  so  I  didn't  need  h 
In  the  end,  you  may 
to  have  an  expert  inst£ 
system  for  you.  Creativ 
sponsored  a  free  instal 
program  with  the  Con 
stores  and  plans  to  inch 
of  its  retailers  nationwid 
few  months.  Even  wi 
problems,  you  may  ha 
reconfigure  your  comp 
memory  to  run  large 
based  DOS  programs.  I 
you're  comfortable  alt 
your  "config.sys"  file,  get 
help.  Richard  E 


Worth  Noting 


■  SMART  LOANS.  The  St 

Loan  Marketing  Assn.  i 
ting  interest  rates  on 
consolidated  through 
Smart  Loan  Account.  Be 
ers  who  make  the  fir 
payments  on  time  get 
percentage  point  brea 
the  life  of  the  loan.  Ca 
524-9100. 

■  TAX  TAB.  If  you  owe  t] 

money,  you  can  now  c 
your  own  payment  sch 
by  filling  out  Form  946c 
tab  must  be  less 
S  10,000- which  applies  t 
of  taxpayers  with  bal 
due.  Call  800  TAX-FOR 
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PERSONAL 


When  your  standard  of  reference  is  the  Rocky  Mountains,  thinking  big  is  something  that  comes  naturally. 

One  sterling  example  of  this  thinking  is  the  new  Denver  International  Airport.  Scheduled  for  completion 
993,  it  covers  more  land  area  than  hoth  O'Hare  and  Dallas/Port  Worth  airports  combined. 

But  more  significantly,  it's  the  first  airport  that  will  allow  up  to  three  different 
:ams  of  aircraft  to  land  at  the  same  time.  This,  together  with  the  latest  navigational  aids 
[  low  visibility  lighting  will  make  for  an  airport  that's  virtually  weatherproof,  resulting  in  fewer  delays. 

Perhaps  it's  only  fitting  that  the  minds  behind  this  project  come  from  a  place  where  the  workforce  ranks  as 
:  of  the  highest  educated  in  the  nation.  In  fact,  the  number  of  college  graduates  here  is  62%  above  the  national  average. 

And,  according  to  the  Federal  Reserve,  our  state  economy  is  one  of  the  most  diverse. 

In  addition,  Denver  is  where  cable  television  was  inve  nted.  It  is  still  the  country's  gold-mining  capi  tal. 
d  it's  the  only  place  in  the  U.S.  where  you  can  link  directly  by  satellite  to  five  continents,  using  only  one  satellite  "bounce. 

All  of  which  make  Denver  an  unusually  forward-thinking  place  to  do  b  usiness.  As  evidenced  by  the  fact 
t  more  money  is  currently  being  spent  to  build  infrastructure  in  Denver  than  in  any  other  city.  Or  the  fact  that  prime 
vntown  office  space  goes  for  a  competitively  low  $13  a  square  foot.  And  the  median  cost  of  a  home  is  $95,000. 

All  m  a  location  that  has  more  sunny  days  than  Miami  or  Honolulu. 

So,  if  you  find  yourself  having  ideas  that  seem  bigger  than  the  city  you  re  in,  we  suggest  you  ca  11  Dol  (. )  re  s 
lson  at  the  Metro  Denver  N  etwork,  303-620-8029.  We  think  you'll  enjoy  the  conversation.  After  all,  she  is  quite 
ustomed  to  hearing  from  people  like  you.  CDenver  Take  A  Closer  Look. 


1  >OA-CA 


ell  your  employees 

we've  got  them  surrounded. 


We  have  one  of  the  largest  PPO  and 
HMO  networks  in  the  state.  But  you  need 
to  know  there  are  doctors  and  hospitals  in 
each  employee's  neighborhood.  That's  why 
we  offer  companies  with  51  or  more  people 
a  free  accessibility  analysis.  You  determine 
the  accessibility  needs  of  your  group  and 
we'll  show  you,  with  maps  and  evaluation 
tables,  how  we  meet  those  needs.  To  find 
out  more  about  this  free  service,  call  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
We  make  the  system  work  for  your 


C  A  L  1  F  0  R  1 

1  1  A 

CARE 

HEALTH 

P  L 

A      N  S 

BLUE  CROSS  CALIFORNIA 


1  50C-CA 


Forme  cost  of  an 
average  meal  oul.vou  can 
feed  10  hungry  people. 


The  United  Way 

Thousands  need  us.  We  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 


Take  a  year ... 
to  make  a  difference 


f  you're  interested  in  an  opportunity  to 
work  in  the  White  House  and  deal  one- 
one  with  America's  leaders,  take  a 
se  look  at  the  White  House  Fellowships. 

White  House  Fellows  are  a  select  group 
nen  and  women  who  take  a  year  off 
ly  in  their  careers  to  serve  as  paid 
iistants  to  the  President,  Vice-President, 
:abinet-level  officials. 

They  are  people  of  exceptional  abilities, 
3ng  motivation  and  a  desire  to  serve 
ir  country. 

White  House  Fellows  have  gone  on  to 
xrnie  leaders  in  many  fields  ...  business, 


politics,  science  and  the  arts.  And  they  all 
agree  on  one  thing:  Their  year  as  a  Fellow 
changed  their  lives. 

If  it  often  seems  as  though  you  have  to 
choose  between  helping  others,  and 
helping  yourself — here's  a  chance  to  do 
both.  As  a  White  House  Fellow,  you  can 
serve  America  while  learning  skills  you  will 
use  your  entire  life. 

And  instead  of  just  reading  about  world 
events,  you  can  help  shape  them. 

Call  (202)  395-4522  for  a  brochure, 
application  and  the  opportunity  of  a 
lifetime. 


THE  WHITE  HOUSE  FELLOWSHIPS 


The 
Time 
Has 
Come.  •  • 

. .  .to  send  for  the  latest  copy  of  the  free 
Consumer  Information  Catalog. 

It  lists  more  than  200  free  or  low- 
cost  government  publications  on  topics 
such  as  money,  food,  jobs,  children,  cars, 
health,  and  federal  benefits. 

Don't  waste  another  minute.  Send 
today  for  the  latest  free  Catalog  and  a 
free  sample  booklet.  Send  your  name 
and  address  to: 

Consumer  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 

A  public  service  of  this  publication  and  the  Consumer  Information  Center 
of  the  U.S.  General  Services  Administration 
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The 
Time 
Has 

Came... 

. .  .to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low-cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children,  cars, 
health,  and  federal 
benefits. 

Don't  waste  another 
minute,  send  today  for 
the  latest  free  Catalog 
and  a  free  sample 
booklet.  Send  your 
name  and  address  to: 

Consumer 
Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


Zenith  Laboratories  126 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U  S  General  Services  Administration 
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Just  imagine  the  investment 
opportunities  offered  by  the  world's 
largest  privatization  agency. 


Or  read  about  them 
in  a  free  catalog. 

The  massive  privatization 
of  eastern  Germany's 
industries  presents 
American  companies  and 
investors  with  a  once-in-a- 
lifetime  opportunity. 

You  can  become  the  owner 
of  an  ongoing  business  in  a 
growing  economy. 

You'll  be  perfectly  positioned 
to  participate  in  the  markets 
of  the  European  Community 
and  eastern  Europe. 

You'll  be  buying  into  a  stable 
political  and  business  environ- 
ment with  a  strong  currency 
and  skilled  labor. 

And  there's  a  government 
agency,  the  Treuhandanstalt, 
to  see  that  you  have  the  hard 
facts  you  need  and  to  facilitate 
your  acquisition. 

The  Treuhandanstalt  has  just 
issued  seven  catalogs  with 
complete  information  about 
340  available  businesses  in 
the  following  industries: 


Metalworking  and  equip- 
ment construction 

Mechanical  engineering 

Automobile  components 
and  accessories 

Wood,  paper  and  furniture 

Building  construction  and 
subcontracting  trades, 
interior  finishing 

Textiles,  clothing  and 
leather 

Various  industries 


The  Treuhandanstalt  is 
waiting  to  put  a  great 
opportunity  in  the  palm 
of  your  hand. 

But  the  opportunity 
won't  last  long. 


Treuhandanstalt 


Call  1-800-621-1887  now  for  a  catalog. 
Or  fax  your  request  to  (212)  888-6090. 
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STOCKS 

May      Nov.      May     May  6-12 


BONDS 

May      Nov.      May     May  6-1 2 


THE  DOLLAR 

May      Nov.      May     May  5  -12 


W 


52-week  change 
+6.8% 


1  -week  change 

+0.1% 


52-week  change 
+  10.4% 


KET  ANALYSIS 


%  change 

OCRS 

Latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

MES  INDUSTRIALS 

3482.3 

1.0 

2.7 

90-DAY  TREASURY  Bill  YIELD 

2.95% 

2.95% 

3.67% 

COMPANIES  (S&P  MidCap  Index) 

164.0 

-0.1 

1 3.9 

30-YEAR  TREASURY  BOND  YIELD 

6.86% 

6.78% 

7.86% 

OMPANIES  (Russell  2000) 

228.9 

0  5 

15.0 

S&P  500  DIVIDEND  YIELD 

2.81% 

2.81% 

2.96% 

PANIES  (Russell  3000) 

254.8 

0.0 

8.6 

S&P  500  PRICE/EARNINGS  RATIO 

22.4 

22  6 

25.5 

%  change  (local 

currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Latest 

Week 

52-week 

>N  STOCKS 

S&P  500  26-week  moving  average 

439.9 

438  9 

Positive 

(FINANCIAL  TIMES  100} 

2860.8 

2.3 

5.2 

Stocks  above  26-week  moving  average 

62.3% 

62.2% 

Neutral 

NIKKEI  INDEX) 

20,615.2 

-1.5 

9  8 

Speculative  sentiment:  Put/call  ratio 

0.39 

0.38 

Neutral 

)  (TSE  COMPOSITE) 

3796.5 

0  2 

1  1.5 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.87 

2.93 

Negative 

STRY  GROUPS 


%  change 


BRIDGE  INFORMATION  SYSTEMS  INC 


i change 


VESK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

MINING 

21.9 

39.8 

ECHO  BAY  MINES 

50.0 

46  9 

9 

S 

10.1 

-18.6 

SCHERING-PLOUGH 

13.2 

23.1 

66  Vi 

ITAL  MANAGEMENT 

9.6 

-31  5 

NATIONAL  MEDICAL  ENTERPRISES 

12.9 

-43.5 

8  3A 

CCO 

8.9 

-31.0 

UST 

14.4 

4.7 

30  7/s 

CAl  PRODUCTS  AND  SUPPLIES 

8.8 

-17.6 

U.S.  SURGICAL 

26.4 

-64.1 

37  y< 

ItfEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

R  REGIONAL  BANKS 

-9.8 

16  8 

FLEET  FINANCIAL  GROUP 

-14,2 

5.9 

31  y8 

IGS  AND  LOANS 

-9.1 

2.3 

GOLDEN  WEST  FINANCIAL 

-10.6 

5.0 

42  Vi 

RAL  MERCHANDISE  CHAINS 

-8.7 

5.2 

WAL-MART  STORES 

-13.3 

0.0 

26 

NSURANCE 

-8.6 

40.0 

JEFFERSON  PILOT 

-13.8 

30.8 

49  3/s 

XPL0RATI0N  AND  PRODUCTION 

-7.3 

16.9 

MAXUS  ENERGY 

-16.7 

32.7 

8  Va 

WAL FUNDS 


MORNINGSTAR  INC 


IS 

k  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

OM  HILL  INVESTORS 

33.8 

STEADMAN  AMERICAN  INDUSTRY 

-9.0 

GT0N  STRATEGIC  INVESTMENTS 

18.6 

FIDELITY  SELECT  REGIONAL  BANKS 

-7.6 

ECK  GOLD  RESOURCES 

17.8 

SIFE  TRUST 

-6.6 

total  return 

% 

52-week  total  return 

% 

IFE-STATE  STREET  GLOBAL  ENERGY 
0M  HILL  INVESTORS 
GROWTH 

58.5 
47.6 
42.6 

FINANCIAL  STRATEGIC  ENVIRONMENTAL 
FIDELITY  SELECT  MEDICAL  DELIVERY 
G.T.  LATIN  AMERICA  GROWTH  A 

-26.3 
-17.7 
-17.6 

—I  S&P  500 

veek  total  return 


I  ■  I  Average  fund 
52-week  total  return 


ATIVE  PORTFOLIOS 


amounts 
snt  the  present 
>f  $10,000 
d  one  year  ago 
portfolio 

ages  indicate 
f  total  returns 


LU 


Treasury  bonds 
$12,353 

+0.15% 


Foreign  stocks 
$12,179 

-1.38% 


U.S. stocks 
$10,986 

+0.07% 


DATA  RESOURCES  INC 


llll 


Gold 
$10,545 

-0.22% 


Money  market  fund 
$10,246 

+0.05% 


Dfi  this  page  are  as  of  market  close  Wednesday,  May  12,  1993,  unless  otherwise  indicated 
iroups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


May  1  1 .  Mutual  fund  returns  are  as  of  May  7  Relative  portfolios  are  valued  as  of  May  1  1  A  more 
detailed  explanation  of  this  page  is  available  on  request 
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U.S.  COLLEGES  COULD 
STAND  SOME  DOWNSIZING 

America's  universities  and  colleges  are  a  national  re- 
source. Ideas  nurtured  at  universities  created  the 
computer,  electronics,  biotechnology,  and  other  high- 
tech industries.  Universities  are  also  big  business,  making  up 
nearly  3%  of  gross  domestic  product.  There's  the  rub.  Like 
many  big,  complex  American  corporations,  universities  and 
colleges  have  become  bureaucracy-bound,  expensive  behe- 
moths. From  1975  to  1985,  according  to  one  Education  Dept. 
study,  nonteaching  professional  staff,  such  as  lawyers  and  ac- 
countants, grew  by  61%,  while  the  faculty  increased  by  only 
6%.  In  public  colleges  and  universities  during  the  1980s, 
real  administrative  expenditures  for  each  full-time  student 
went  up  19%,  nearly  four  times  the  money  that  went  for  in- 
struction. Private  schools  did  better:  Administrative  ex- 
penses rose  34%  and  the  cost  of  teaching  rose  26%. 

Just  as  auto  makers  did,  colleges  alienated  their  middle- 
class  customers  by  raising  prices  well  above  the  overall  infla- 
tion rate  in  the  1980s.  Increasingly,  college  classrooms  are 
filled  with  rich  kids  and  foreign  students  who  pay  full  tuition, 
and  students  on  scholarships.  Middle-  and  working-class  stu- 
dents are  being  squeezed  out  of  the  nation's  best,  most  ex- 
pensive schools  to  compete  for  slots  at  public  colleges— 
where  prices  are  also  rising  year  after  year. 

The  growing  army  of  bureaucrats  that  feeds  off  academe 
has  to  be  defeated.  The  higher  education  dollar  must  be 
redistributed  so  that  more  of  it  flows  back  to  classrooms  and 
laboratories.  We  believe  that  governing  boards  should  learn 
from  Corporate  America  and  begin  to  weed  out  marginal  de- 
partments and  build  areas  of  competitive  advantage  within 
their  schools.  Increasing  productivity  is  the  only  way  to 
control  the  higher-education  inflation  infecting  America.  In 
the  global  economy,  competitive  advantage  belongs  to  nations 
that  excel  at  creating  new  knowledge  and  transforming  new 
technologies  into  products.  America's  colleges  are  still  the 
envy  of  the  world.  We  must  act  now  to  save  them. 


CLINTON'S  BAD  BET 

ON  SHORT  RATES  

As  interest  rates  in  recent  months  plummeted  to  lev- 
els unseen  since  the  1960s,  millions  of  Americans 
raeed  to  refinance.  Scarred  by  memories  of  double- 
digit  inflation  during  the  1970s,  many  homeowners  and  corpo- 
rate treasurers  have  turned  their  backs  on  adjustable  mort- 
gages tied  to  short-term  interest  rates,  deciding  instead  to  go 
for  15-  and  30-year  fixed-rate  mortgages  at  under  8%.  In  de- 
ciding to  lock  in  long-term  money,  the  average  homeowner  is 
showing  a  lot  more  good  sense  than  all  of  Bill  Clinton's 
Treasury  team  put  together. 

To  try  to  reduce  the  budget  deficit,  the  Clinton  Treasury 
has  sharply  curtailed  the  number  of  long-term  bonds  it  sells. 
By  shifting  heavily  toward  short-term  financing,  the  Presi- 


dent's budget  experts  are  projecting  $16  billion  in  i 
savings  over  the  next  five  years. 

For  all  its  superficial  allure,  the  move  is  fraugl 
peril.  A  recent  Goldman,  Sachs  &  Co.  study  calculated 
the  federal  government  had  funded  its  debt  with  sho: 
bills  yearly  since  1960,  it  would  have  paid  $200  billio 
in  interest  than  it  did  by  using  longer-term  financir 
reason,  of  course,  was  a  pickup  in  inflation.  Clintor 
Treasury  team  is  betting  that  inflation  will  remain  '. 
the  next  three  decades.  We  hope  they  are  right. 

But  they  are  certainly  not  prudent.  If  President  C 
efforts  to  reduce  the  deficit  fall  prey  to  renewed  p 
bickering,  rates  could  rise  as  early  as  next  year,  actua 
ing  the  government's  borrowing  costs.  Clinton's  con 
battles  to  get  his  proposals  through  Congress  highlij 
fact  that  Washington  remains  haunted  by  political  gi 

The  Clinton  Administration  would  be  well  advised 
before  changing  to  a  short-term  financing  strateg 
puts  in  place  a  serious  deficit-reduction  program,  w 
good.  But  for  now,  since  the  government  has  to 
money,  getting  it  for  30  years  at  7%  is  a  bargain. 


TAKE  MUNI  SALES  OUT 
OF  THE  BACK  ROOM 

The  trend  away  from  competitive  bidding  for  mi 
bonds  is  an  outrage.  It  has  already  spawned  a  i 
scandal  in  New  Jersey  that  has  enveloped  Go 
James  J.  Florio's  top  aide.  The  U.  S.  Attorney  fo 
York's  Southern  District  is  investigating  alleged  swei 
deals  between  the  New  Jersey  Turnpike  Authority  an 
rill  Lynch  &  Co.,  which  landed  the  juicy  post  of  lead 
writer  for  $1.6  billion  in  turnpike  bonds.  The  proble 
confined  to  New  Jersey.  In  1992,  a  stunning  81%  of 
money  raised  by  munis  was  sold  in  this  secretive  w 
from  59%  in  1980.  And  anyone  who  suspects  that  th( 
plenty  of  other  scandals  hidden  under  state  capitol  rc 
around  the  country  is  probably  right.  Municipal  bon< 
have  become  one  of  the  prime  forms  of  political  patroi 
the  state  and  local  level. 

There  are  sometimes  reasons  to  negotiate  bond 
Bonds  with  complicated  revenue  streams,  interest-rate 
and  other  exotica  demand  the  negotiated  format.  Wall 
which  makes  higher  fees  from  negotiated  deals,  argu 
they  elicit  more  sales  effort  from  underwriters.  Under' 
say  that  pre-screening  customers  to  see  if  they're  int< 
in  the  bonds  makes  for  a  smoother  sale. 

Fine.  But  these  circumstances  are  relatively  rare  : 
not  explain  the  explosion  in  negotiated  bidding  for  mi; 
bonds.  New  York  State,  for  example,  has  required  cc 
tive  bids  since  1905,  excepting  only  the  most  complex 
In  all  that  time,  there  have  been  just  two  exceptions 
After  the  New  Jersey  scandal  broke,  Florio  switc 
competitive  bidding.  These  states  should  serve  as  a  mc 
others.  When  negotiated  deals  are  unavoidable,  there 
be  full  disclosure  of  how  the  winner  was  picked  and  a 
by  a  state  ethics  board.  That  way,  the  suspicion  surro 
backroom  bargaining  will  be  history. 


"One  thing  you  learn  in  racing  is  that 
they  don't  wait  for  you." 


When  he  was  14  years  old, 
Roger  Penskes  father  took  him  to  see 
his  first  Indianapolis  500.  He  hasn't 
missed  one  since.  "The  crowd,  the 
excitement— it  just  got  to  me,"  he  recalls. 
"That's  when  I  said  to  myself,  'Someday 
I'm  going  to  compete  here.'" 

Eighteen  years  later  he  made  it  to 
Indy  as  the  leader  of  Team  Penske— 
"a  group  of  drivers,  engineers,  and 
mechanics  who  were  as  committed  to 
the  challenge  of  racing  as  I  was."  To 
date,  Team  Penske  has  won  eight 
Indy  500  victories,  making  it  the  most 
successful  team  ever. 

In  addition  to  managing  his  racing 
team,  Penske  runs  an  international 
multibillion- dollar  automotive 
business.  Whatever  his 
endeavor,  he  uses  the  same 
management  techniques. 
"I  try  to  teach  my  people 


that  it's  up  to  them  to  innovate,  to 
make  things  happen.  You  can't  just  sit 
around  and  wait." 

In  his  work,  Roger  Penske  com- 
bines a  strong  focus  on  results  with 
attention  to  detail.  "The  thing  I  like 
about  Rolex,"  he  explains,  "is  that 
they  don't  compromise  either.  If 
you're  going  to  do  something,  you 
might  as  well  be  the  best  at 
it.  That's  why  I've  worn 
a  Rolex  for  over  "^j^* 

ROLEX 


two  decades." 


Rolex  Oyster  Perpetual  Day  Date  in  18kt  gold 
\\  rite  for  brochure  Rolex  Watch  US  \ 


vith  matching  concealed  clasp  President  bracelet  and  Ivory  l^yiamide  Roman  dial 
Inc  .  Dept   854  ,  Rolex  Building,  665  Fifth  Avenue.  New  York,  N  V  10022-5383 
Rolex.  #.  Oyster  Perpetual  Day  Date  and  President  are  trademarks 


Mercury  Sable  is  a  car  with  ride  of  an  independent  suspension  a 

a  lot  of  followers.  How  else  do  you  explain  all  ample  power  of  a  fuel- injected  V-6  j 
the  new  cars  that  are  so  Sable -like?  Inside,  Sable  has  all  the  ameniti 

Not  that  we  blame  them.  From  the  expect  in  a  Mercury,  plus  your  choic 

beginning,  Sable  was  a  design  worth  copying.  five-  or  six-passenger  seating  config 
The  right  size.  The  right  shape.  With  the  sure  Sables  approach  to  occupant  s; 

handling  of  front-wheel  drive,  the  smooth  is  worth  copying,  too.  Sable  was  the 
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Anything  is  possible. 
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With  a  little  imagination,  a  landfill  can  be  a  golf  course,  natui 
preserve  and  source  of  electricity  for  12,000  people.  Our  Settler's 
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I  landfill  in  Geneva,  Illinois,  is  all       @  Waste  Management,  Inc. 

»se  things.  And  anything  but  a  dump.  A  WMX  Technol°9|es  Company 


£  W*J  \VM\  Minolojit*.  loc 


NUMBER  3321 


BusinessWeek 


TRADING  A  FEW  BONDS  AT  A  TIME,  PHIL  CARLSON  HAS  AMASSED  RETURNS  THAT  WOULD  PUT  MANY  A  STREET  PRO  TO  SHAME 
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YOU  CAN  DO  IT! 

It  takes  patience,  commitment,  and 
planning,  but  it  can  be  done.  Plenty 
of  individual  investors  far  from  Wall 
Street  have  learned  how  to  pick  their 
own  stocks  and  bonds — and  build 
portfolios  that  boast  double-digit 
returns  year  after  year.  Here  are  a 
few  of  their  stories,  along  with  a 
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you  can  beat  the  Street 
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PRODUCTION 

Change  from  lost  week:  0.2% 
Change  from  last  year:  4.7% 


1967-100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  3.5% 
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The  production  index  advanced  during  the  week  ended  May  8  On  a 
seasonally  ad|usted  basis,  production  levels  of  trucks,  electric  power,  coal,  and 
paperboard  all  increased  Steel,  autos,  ond  paper  output  and  rail-freight  traffic 
declined,  while  crude-oil  refining  and  lumber  production  were  unchanged  from  the 
week  before  Before  calculation  of  the  four-week  moving  average,  the  index  edged 
up  to  187.4  from  the  prior  week's  reading  of  187. 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc. 


The  leading  index  increased  slightly  during  the  week  ended  May  8  Higl 
stock  prices  and  lower  bond  yields  led  the  gain,  while  the  growth  rate  of  J 
turned  positive  for  the  first  time  in  seven  weeks.  However,  growth  in  materials  pri 
and  real  estate  loans  declined,  and  the  number  of  business  failures  increased  for 
week  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  22' 
from  220.2  in  the  previous  week. 

Leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (5/1  5)  thous  of  net  tons 

1,818 

1,805# 

2.8 

AUTOS  (5/15)  units 

130,705 

134,469r# 

-6.0 

TRUCKS  (5/15|  units 

105,205 

107,493r# 

1  1.8 

ELECTRIC  POWER  [5/1  5)  millions  of  kilowatt-r 

ours 

53,959 

52,436# 

0.9 

CRUDE-OIL  REFINING  (5/i5)thous  ofbbl/d 

□y 

13,607 

13,685# 

-1.1 

COAL  (5/8)  thous.  of  net  tons 

18,319# 

18,291 

-0.3 

PAPERBOARD  (5/8)  thous  of  tons 

801. 0# 

796  9r 

2.3 

PAPER  (5/8)  thous.  of  tons 

764  0# 

786  Or 

2.0 

LUMBER  (5/8)  millions  of  ft. 

468.6# 

466  9 

-3.7 

RAIL  FREIGHT  (5/8)  billions  of  ton-miles 

21. 1# 

21.5 

3.4 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA1,  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/19) 

1  10 

112 

130 

GERMAN  MARK  (5/19) 

1  62 

1.61 

1.62 

BRITISH  POUND  (5/19) 

1.54 

1  54 

1.82 

FRENCH  FRANC  (5/19) 

5  46 

5  43 

5.43 

CANADIAN  DOLLAR  (5/19) 

i  26 

1.27 

1.20 

SWISS  FRANC  (5/19) 

1.47 

1  46 

1  49 

MEXICAN  PESO  (5/19)1 

3  097 

3. 113 

3  090 

Sources:  Major  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U  S.  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (5/19)  S/troyoz. 

381.900 

356  200 

1 3.3 

STEEL  SCRAP  (5/18)  #1  heavy,  $/ton 

106  50 

106  50 

15.8 

FOODSTUFFS  (5/18)  index,  1967=100 

206  2 

205  4 

1.4 

COPPER  (5/15)  </lb. 

870 

89  0 

-17.2 

ALUMINUM  (5/15)  c/lb 

53.0 

5  2  3 

-11.7 

WHEAT  (5/15)  #2  hard,  $/bu 

3.49 

3.32 

10  5 

COTTON  (5/15)  strict  low  middling  11/16  in  , 

C/lb 

58  39 

57  30 

3.3 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%  Chi 
year 


STOCK  PRICES  (5/i4) s&p 500 


442  15 


443  32 


CORPORATE  BOND  YIELD,  Aaa  (5/14) 


7.41% 


7.37% 


INDUSTRIAL  MATERIALS  PRICES  (5/14) 


96  3 


96.6 


BUSINESS  FAILURES  (5/7) 


457 


431 


REAL  ESTATE  LOANS  (5/5)  billions 


$394.9 


$395.7r 


MONEY  SUPPLY,  M2  (5/3)  billions 


$3,448.6      $3,435. 2r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/i)thous 


342 


346 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  I 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  (jept  CIBCR  seasonally  ac 
data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month     %  Ch 
ago  year 

CONSUMER  PRICE  INDEX  (Apr )                        144  0 

143.6 

HOUSING  STARTS  (Apr.)  annual  rate,  thous.  1,213 

l,137r 

INDUSTRIAL  PRODUCTION  (Apr  |  total  index           1 1  o  o 

109.9r 

CAPACITY  UTILIZATION  (Apr  )                           81  4% 

81.4%r 

Sources:  BLS,  Commerce  Dept.,  Federal  Reserve  Board 


■,',!.];un:Vii:i.][f^n 


Latest 
week 


Week 
ago 


%  Chi 
yeor 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Meto/s 
Week,  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (5/3) 

$1,055.1 

$1,040.7r 

BANKS'  BUSINESS  LOANS  (5/5) 

277  7 

275. 7r 

FREE  RESERVES  [5/12) 

777 

l,285r 

< 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/5) 

161  5 

156.7r 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
two-week  period  in  millions) 

Dt  for  free  reserves,  which  are  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (5/18) 

2.97% 

2.98% 

3f 

PRIME  (5/19) 

6  00 

6.00 

6.1 

COMMERCIAL  PAPER  3-MONTH  (5/18) 

3.15 

3.09 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/18) 

3  12 

3.06 

3.; 
— 

EURODOLLAR  3-MONTH  (5/u) 

3  08 

3.06 

3.; 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed}  include  machinery  and  defense  equipn 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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HELPFUL  HINTS 
FOR  HILLARY? 


Down  here  on  the  farm,  we  really 
appreciate  efforts  to  get  us  a  little 
reasonable  medical  care  ("Hillary's 
health-care  team  needs  an  injection  of 
reality,"  Economic  Viewpoint,  May  10). 
Back  when  I  was  in  school,  we  used  to 
talk  about  the  law  of  supply  and  de- 
mand. When  I  was  farming,  I  kept  run- 
ning into  this  law,  usually  with  adverse 
results.  If  there  were  a  lot  of  soybeans, 
the  price  was  low;  when  there  was  a 
drought,  the  price  went  up:  This  is  the 
effect  of  supply. 

Let's  look  at  the  disease  that  our 
medical  system  suffers  from.  Prices  and 
availability  of  medical  care  are  symp- 
toms of  the  disease,  not  the  disease. 
The  disease  is  the  imbalance  of  supply 
and  demand.  The  results,  so  far,  have 
been  a  comparative  reduction  in  the  gen- 
eral health  of  the  nation  and  the  concen- 
tration of  wealth  in  two  areas:  physi- 
cians and  insurance  companies. 

It  seems  to  me  that  you  folks  keep 
talking  about  how  to  control  the  price  of 
medical  care  from  the  demand  side  and 
aren't  really  concerned  with  the  supply 
side.  Let's  work  on  supply.  The  medical 
community  has  pointed  out  that  more 
doctors  have  not  in  the  past  reduced 
the  cost  of  care.  This  is  true  for  two 
reasons:  Medical  insurance  has  eliminat- 
ed the  effect  of  price  on  demand.  Sec- 
ond, in  order  to  create  competition  in 
the  medical  community,  the  number  of 
doctors  must  increase  at  a  rate  much 
faster  than  the  general  population. 
Create  a  national  medical  school. 
Let  students  pay  for  their  educations 
with  several  years'  service  in  places 
where  doctors  are  scarce. 

Many  of  the  things  we  go  to  doctors 
for  could  be  performed  by  nurses,  nurse 
practitioners,  and  midwives.  Turn  these 
people  loose;  let  them  practice  on  their 
own  or  in  cooperation  with  doctors. 

The  idea  of  national  service  fits  well 
here,  but  you  have  to  provide  more 
schools  and  training  opportunities. 

Declare  war  on  illness.  Use  the 
military. 

This  will  not  work  unless  done  on  a 
grand  scale  and  will  require  major 


changes  in  our  system  of  providing  med- 
ical insurance. 

You  cannot  fix  the  health-care  prob- 
lem in  this  country  by  messing  around 
with  "managed  competition."  You  either 
have  to  eliminate  the  profit  motive  from 
the  insurance  industry  or  the  govern- 
ment is  going  to  have  to  fund  universal 
health  care.  You  guess  which  will  work 
and  which  will  cost  an  arm  and  a  leg. 
Preventive  medicine  and  personal  re- 
sponsibility for  our  own  health  will  have 
to  replace  going  to  the  doctor  for  every 
ache  and  pain. 

The  only  treatment  for  our  country's 
health-care  problems  has  to  lie  radical 
and  extensive.  Tinkering  around  with 
the  symptoms  is  only  going  to  make  it 
worse.  Either  fix  it  or  let  it  alone. 

John  Jacobs 
Scottsboro,  Ala. 

Right  on,  Paul  Craig  Roberts!  The 
trouble  with  America's  health-care 
insurance  is  that  it  is  no  longer  insur- 
ance in  many  cases.  It  has  become  pre- 
paid care  with  no  participation  in  cost  by 
the  recipient.  Insurance  is  a  misnomer 
for  such  a  plan. 

Insurance  should  not  cover  routine 
expenses  that  one  plans  on,  such  as 
teeth-cleaning  or  an  annual  flu  vaccine. 
When  routine  and  expected  expenses 
are  covered,  the  cost  is  inflated  by  the 
additional  paperwork  required  by  the 
doctor  and  the  insurance  company  that's 
paying  the  bill.  Such  costs  have  to  be 
added  to  the  insurance  risk  of  the  unex- 
pected, true  insurance  costs  that  are 
rightly  insured. 

F.  Eliene  Mitchell 
Parkersburg,  W.Va. 


■mrect  when  he  says  that  the  "37  mil- 
lion uninsured  Americans  consist  pri- 
marily of  people  who  are  temporarily 
without  coverage  while  between  jobs." 
The  truth  is  that  more  than  75%  of 
those  without  health  insurance  are  work- 
ing or  are  the  dependents  of  people  who 
are  working,  including  many  children. 

This  is  a  major  problem  for  these  peo- 
ple, and  it  is  adding  to  the  nation's  prob- 
lem of  providing  minimal  care  to  the 
poor,  including  the  elderly  poor  covered 
by  Medicare.  It's  no  wonder  that  our 
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CORRECTIONS  &  CLARIFICATIONS 

"A  number-cruncher  gets  an  'E'  for 
errors"  (Top  of  the  News,  May  24)  in- 
correctly described  Automatic  Data 
Processing  Inc.'s  handling  of  proxy 
votes  for  McGraw-Hill  Inc.,  parent  of 
BUSINESS  WEEK.  ADP  was  slow  to  tab- 
ulate the  votes,  but  McGraw-Hill  in- 
stitutional shareholders  did  not  ex- 
press concern.  In  fact,  nearly  90%  of 
McGraw-Hill's  outstanding  shares  were 
voted,  and  nothing  occurred  that  in 
any  way  affected  the  validity  of  the 
overwhelmingly  favorable  votes  for 
the  candidates  and  proposals  at 
McGraw-Hill's  annual  meeting. 

"Conglomerates:  They're  Ba-a-ck"  (Per- 
sonal Business,  May  24)  mistakenly 
said  Litton  Industries  Inc.  had  pur- 
chased Raytheon  Co.  Litton  bought 
Raytheon's  microwave-power-tube  unit. 


hospital  emergency  rooms  are  over- 
whelmed with  critically  ill  patients  who 
cannot  pay. 

James  C.  Ritchey 
Mission  Viejo,  Calif. 

CHASE  BEGS  TO  DIFFER 

ON  THE  BOTTOM  LINE  

■  n  regard  to  your  article  "Well,  it 

■  looked  like  clear  sailing"  (Corporate 
Scoreboard,  May  17),  the  Chase  Man- 
hattan Corp.  reported  first-quarter  1993 
earnings  of  $153  million,  compared  with 
$141  million  for  the  same  period  last 
year.  Before  taking  into  account  several 
significant  items  of  a  nonrecurring  na- 
ture, our  first-quarter  1993  net  income 
was  $179  million,  or  (il%  higher  than 
the  same  quarter  last  year,  excluding 
$30  million  in  tax  benefits  recorded  in 
1992. 

Unfortunately,  your  compilers  pharisa- 
ically chose  to  use  a  number  that  left 
some  one-time  items  in  while  taking  an- 
other out— and  thereby  left  BUSINESS 
WEEK  readers  with  a  very  misleading 
impression  of  our  performance. 

Steven  A.  Rautenberg 
Director  of  Public  Affairs 
Chase  Manhattan  Bank 
New  York 

Editor's  note:  BUSINESS  WEEK'S  Corpo- 
rate Scoreboards  use  earnings  front  con- 
tinuing operations  before  extraordinary 
charges.  That  means  we  include  pretax, 
one-lime  adjustments,  such  OS  Chase's 
$5(>f>  million  charge  for  disposition  of  real 
estate,  and  take  out  aftertax  adjustments, 
such  as  the  bank's  $500  million  credit  for 
a  revised  method  of  accounting  for  in- 
come taxes. 


MORE  EVIDENCE 
OF  DEFLATION 


Your  conclusion  that  "this  hidden  dis- 
inflation means  that  for  the  first 
time  in  recent  memory,  the  U.  S.  may  be 
close  to  zero  inflation"  ("Is  inflation  down 
for  the  count?,"  Economics,  May  10)  is  a 
breath  of  fresh  air.  Below  are  some  addi- 
tional weaknesses  in  the  position  that 
inflation  remains  a  problem. 

For  a  long  time,  there  has  been  a 
growth  in  the  relative  importance  of  the 
second,  or  underground,  economy,  where 
prices  are  lower,  as  producers  and  con- 
sumers divvy  up  the  tax  revenues  that 
would  otherwise  have  gone  to  the  gov- 
ernment. 

Many  services  are  increasingly  subject 
to  a  weakness  in  prices  that  are  not 
taken  into  account  in  the  official  price  in- 
dexes. The  growth  of  seniors'  discounts, 
children  eating  and  sleeping  free,  and 
lower  prices  on  certain  days  of  the  week 
are  all  evidence  of  deflation. 

This  failure  to  recognize  the  possibility 
of  deflation  still  shows  up  in  Alan 
Greenspan's  plans  to  lower  the  growth 
rate  in  the  1998  money  supply  and  in 
the  recent  decision  of  the  Treasury  Dept. 
to  stop  a  $50  billion  increase  in  interna- 
tional liquidity  through  the  creation  of 
special  drawing  rights,  as  proposed  by 
Michel  Camdessus,  managing  director  of 
the  International  Monetary  Fund. 

Lynn  Turgeon 
Professor  Emeritus  of  Economics 
Hofstra  University 
Hempstead,  N.Y. 


CITIBANK  STANDS  BY 
ITS  STORY 


Your  "Tropical  heat  at  Citibank"  (Fi- 
nance, May  17)  story  is  wrong  in 
its  allegations  and  innuendo  directed  at  a 
Citibank  trader  in  Panamanian  debt.  You 
cited  rumors  he  "had  been  selling  Pana- 
manian debt  on  Apr.  21,  before  reports 
that  the  talks  [between  Panama's  nego- 
tiators and  its  bank  creditors]  had  been 
inconclusive."  In  fact,  we  made  no  debt 
sales  before  that  news  hit  the  market. 

The  article  disregarded  a  9:23  a.m. 
Reuters  report  that  the  talks  had 
"amounted  to  little  more  than  what 
1  tanking  sources  termed  an  exchange  of 
information."  business  week  referred 
to  a  call  by  our  trader  "sometime  after 
noon,"  recollected  by  an  anonymous  "in- 
vestor." From  our  records,  we  know  that 
call  was  not  to  an  investor  but  to  an- 
other institutional  market  maker,  a  pro- 
fessional participant  with  the  same  ac- 
cess to  information  as  our  trader.  In 
keeping  with  market  practice,  our  trad- 
er asked  for  the  other  trader's  prices 
for  both  buying  and  selling,  and  accept- 


ed the  quoted  buy  price— a  typical  tr 
ing  transaction. 

The  story  seemed  to  endorse  ano 
mous  innuendo,  although  it  ultimat 
conceded  there  is  no  evidence  that  t 
bank's  trader  had  privileged  infon 
tion.  The  evidence  makes  clear  that 
did  not,  as  we  stated  to  your  repor 
on  the  basis  of  our  thorough  investi 
tion  of  the  record  of  trades  and  tape: 
all  trading  desk  phone  calls.  You 
knowledged  that  we  have  strict  ri 
to  prevent  trading  improprieties—; 
they  worked  on  Apr.  21.  Trades,  in  f; 
were  lew  in  number,  not  substantia 
volume,  and  consisted  of  buys  as  wel 
sells. 

Malicious,  unfounded  rumors  are 
occasional  byproduct  of  the  flow  of  o 
ment,  information,  and  speculation  i 
market  environment.  Such  rum 
should  not  be  the  basis  of  articles 
BUSINESS  WEEK. 

John  M.  Mo: 
Director,  Media  Relati 
Corporate  Aff; 

Citib 
New  Y 

Editor's  note:  The  9:23  cum.  Reuters 
ry  reported  on  the  previous  day's  tt 
and  did  not  significantly  affect  Pana 
nil  in  debt  prices.  Another  Reuters  si 
that  "Panama  does  not  intend  to  resi 
interest  payments  on  its  medium-  • 
long-term  bank  debt  in  1993"  came  i 
the  wire  about  5  p.m.,  after  the  tract 
cited  in  the  story. 

THERE'S  METHOD  IN  THAT 
STUDENT-LOAN  PROPOSAL 

Regarding  Dean  Foust's  comment 
("Student  loans  ain't  broke.  D< 
fix  'em,"  Finance,  Apr.  5),  I  sincet 
hope  you  don't  consider  President's  C 
ton's  idea  of  the  federal  governm 
controlling  student  loans  as  just  anot 
random  brainstorm.  Take  a  look  at  1 
the  government  is  going  to  set  as 
scholarship  money  for  minorities  to  ] 
mote  "diversity."  Having  more  fed( 
control  over  student  loans  would  mak 
easier  to  disburse  money  in  accorda 
with  the  "politically  correct"  agenda 
folks  such  as  Donna  Shalala  and  wo 
certainly  eliminate  nagging  questi 
about  academic  qualifications.  Such  c 
trol  would  also  fall  in  nicely  for  the  g 
ernment  to  use  student  loans  as  a 
stick  to  convince  students  that  the  '. 
tional  (Socialist)  Student  Service  Co 
envisioned  by  the  President  isn't  sue 
bad  idea.  I  may  be  wrong,  but  th 
seemingly  disparate  pieces  seem  to 
together. 

David  M.  C 
Fort  Hood,  1 
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Why  cater  to  the  privileged  few  when  you 
could  cater  to  the  privileged  many? 


'here's  a  widespread  myth  in  the  merchant 
ommunity.  It  says  that  if  you  want  to  attract 
ffluent  customers,  you  must  accept  and  pro- 
lote  the  American  Express  card. 

As  with  a  lot  of  other  myths,  the  accuracy  of 
lis  assumption  is  open  to  question.  Especially  if 

Ve  just  plain  bring    You  know  about  Visa.® 
you  an  awful  . ,        ,  , 

lot  of  customers.        Now,  don  t  get  us  wrong. 

AmEx  has  a  splendid  card.  They 
can  offer  you  about  35  million 
customers.  (Of  course,  Visa 
can  offer  you  about  286  million.) 


Chances  are 

she  has 
a  Visa  card. 


Visa  U.S.A  Inc.  1993. 


And  AmEx  can  promise  you  a  lot 
of  gold  cardholders.  (Of  course,  Visa 
can  promise  you  5  million  more.) 

And  AmEx  can  deliver  a  ton  of 
households  with  incomes  over 
$50,000.  (Of  course,  Visa  can  deliver 
three  tons  of  the  same  coveted  cargo.) 

And  many  of  your  customers  prefer  to  use 
AmEx  for  their  personal  travel-and-entertain- 
ment  expenses.  (Of  course,  three  times  more  of 
them  prefer  to  use  Visa.) 

But  still. ..is  it  really  fair  to  assume  that 
American  Express  has  a  lock  on  the  privileged 
few?  Well,  yes.  As  long  as  you  emphasize  the 
word  fe  w. 

Because  the  fact  is  that  Visa  can  bring  you 
more  customers — more  affluent  customers, 
more  wealthy  customers,  and  more  incredibly 
rich  customers — than  AmEx  can  in  their  wildest 
statistical  dreams. 

And  that,  we  hasten  to  add,  can  mean  consid- 
erably more  profit  for  your  business. 

Would  you  like  to  know  more  about  how  you 
can  tap  into  that  profit?  Then  pick  up  the  phone 
and  call  us  at  1-800-VISA-311,  ext.  30. 

Maybe,  between  the  two  of  us,  we  can  start  a 
new  myth.  Only  this  time  it'll  be  true. 

Daddy  Warbucks  and  •  '1993.  Tribune  Media  Services,  Int.  All  Rights  Reserved. 
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\]  I  CARS  SPEND  THEIR  fair  share  of  time 
in  wind  tunnels. 

Hut  the)  don't  all  emerge  looking 
as  striking  as  Jaguars. 

Vt  h i c h  explains— in  part— why  so 
many  otherwise  level-headed  individuals 


ing  our  automobiles.  We  have  made  ov< 
one  hundred  improvements  to  the  199 
Jaguar  XJ6  in  the  last  year  alone. 


desifflri 


fall  immediately  and 
desperately  in  1«>  \  e 
with  our  automobiles. 


that  doesn't  cha 


But  as  careful  as  we've  been  to 
protect  our  styling  heritage,  that 
hasn"t  kept  us  from  zealously  improv- 


Those  of  you  w  ho  haven't  driven 
Jaguar  of  late  are  likely  to  be  delighte 
by  the  changes,  which  include  a  ne 


Enjoy  tomorrow,  buckle  up  today.  *For  new  1993  and  1994  vehicles  with  cash  purchases  or  financed  or  leased  through  Jaguar  Credit  from 
February  12.  1993  through  June  30.  1993. 


ectrical  system  and  a  smoother-shifting 
ur-speed  automatic  transmission. 

Today  our  commitment  to  quality 


Uo 


ophy 


you  return  any  of  our  models  within  30 
days  of  purchase  if  you're  not  totally 
satisfied.*  To  further  ensure  your 
satisfaction,  every  Jaguar  is  covered  by 
a  four-year/50,000  mile  warranty. f 

A  Jaguar  has  never  been  a  car  for 


3  with  the  wind 


everyone.  Isn't  that  a 
breath  of  fresh  air? 
For    the    name  of 


in  be  compared  to  that  of  any  other         your   nearest   Jaguar   dealer   or  for 

ixury  marque  on  the  road.  We're  so         more  information,  call 

mfident  you'll  be  impressed,  we'll  let        1  -  800  -  4  -  J  AG  U  A  R .  JAGUAR 


Visit  your  participating  authorized  Jaguar  dealer  for  a  copy  of  our  Dream  Guarantee  and  complete  details.  Limit  one  return  per 

customer  per  vehicle.  fAsk  your  dealer  for  details  of  Jaguar's  limited  warranty. 


-etter  From  Butte,  Montana 


THE  SPARKLE  HASN'T  LEFT 

47TH  STREET  

■  n  "It's  rough  in  the  diamond  district" 
I  (Letter  From  New  York  City,  May  3), 
there  is  an  overly  negative  picture  of 
47th  Street  and  the  American  diamond 
industry.  The  claim  that  "47th  Street 
may  soon  be  a  footnote  in  New  York's 
history  hooks"  is  off  the  mark  and  un- 
founded. New  York  in  the  most  recent 
decade  shows  strength  and  growth,  in 
spite  of  adverse  economic  conditions. 
According  to  the  U.S.  Commerce  Dept., 
more  than  95%  of  all  loose  polished  dia- 
monds coming  into  the  U.S.  came 
through  New  York.  The  value  of  these 
imports  has  risen  from  $1.6  billion  to 
$.'5.0  billion  during  the  past  10  years. 

Comparing  the  drop  in  cutters  here 
with  the  number  of  cutters  in  India  is 
mixing  apples  and  oranges.  The  falling 
number  here  reflects  a  change  in  the 
categories  of  diamonds  cut  but  not  the 
diminishing  manufacturing  values. 

Tlie  price  of  a  1-carat  diamond— 
$63,000  some  13  years  ago  but  just 
$13,500  now,  according  to  the  article— re- 
flects only  the  fact  that  diamonds,  along 
with  all  other  commodities,  are  affected 
by  economic  conditions.  The  reference 
to  lower  rents  on  47th  Street  reflects 
the  competition  for  tenants  that  has 
been  rampant  throughout  New  York 
(and  much  of  the  rest  of  the  country). 

The  article  quotes:  "The  players— if 
100  of  them  left  New  York,  this  industry 
would  lie  finished."  Hut  if  only  four  ma- 
jor automobile  manufacturers  or  10  steel 
manufacturers  left  the  U.S.,  these  in- 
dustries would  be  finished,  loo.  There  is 
no  movement  away  from  our  country 
by  these  industries,  and  there  is  no 
movement  away  from  New  York  by  the 
diamond  industry. 

Lloyd  Jaffe 
( Chairman 

American  Diamond  Industry  Assn. 

New  York 

Jew  York's  diamond  and  jewelry  in- 
Idustry  succeeds  because  it  provides 
a  critical  mass  of  human  capital,  physical 
availability  of  product,  and  major  finan- 
cial resources.  The  47th  Street  market 
and  its  players  are  strong.  They,  like 
many  New  Yorkers,  would  rather  fight 
than  run. 

Martin  Rapaport 
Publisher 
Rapaport  Diamond  Report 
New  York 


Letters  to  the  Editor  should  be  sent  to  Readers  Report, 
Business  Week,  1221  Avenue  of  the  Americas,  New 
York,  N  Y  10020  Fax  (212)  512-4464  All  letters 
must  include  an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters  for 
clarity  and  space 
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COVERING  A  PIT  WITH  PLASTIC  AND  GRAVEL:  BUTTE  HOPES  TO  EXPORT  ITS  CLEANUP  EXPERTI! 


SILVER  LINING 

IN  A  TOXIC  COPPER  TOWN 


Third-generation  Butte  resident  John 
S.  Cote  grew  up  knowing  this  cop- 
per town  was  a  dangerous  place.  A 
saloon-keeper's  son,  "Harp"  Cote— his 
childhood  nickname  came  from  his  freck- 
le-faced, Irish  looks— talks  of  boyhood 
friends  who  made  firecrackers  from 
blasting  powder  and  pipe.  He  remem- 
bers when  his  schoolyard  caved  in  be- 
cause it  was  undermined  by  tunnels  and 
the  time  a  group  of  children  in  Mc- 
Queen, the  Austrian  district,  were  killed 
playing  with  dynamite. 

"But  we  were  never  told  the  dumps 
were  toxic,"  says  Cote,  69.  Those  piles  of 
contaminated  tailings,  the  leftovers  from 
processing  copper  ore  that  leach  into 
Butte's  water,  may  pose  the  greatest 
danger  of  all.  They're  loaded  with  lead, 
cadmium,  zinc,  copper,  and  other  metals 
linked  with  health  problems. 

Harp  Cote  knows  all  about  the  dumps 
now  because  Butte  is  the  center  of  the 
country's  largest  Superfund  site— actu- 
ally four  sites  that  stretch  northwest 
100  miles  from  Butte  almost  to  Missoula. 
He  is  a  leader  in  Superfund  cleanup  as 
chairman  of  Montana  Energy  Research 
&  Development  Institute  Inc.  Its  Mon- 
tana Technology  Cos.  subsidiary  may 
earn  as  much  as  $10  million  this  year 
testing  techniques  for  treating  contami- 
nated soil  and  water. 

The  Environmental  Protection  Agency 
and  ARCO,  which  is  liable  for  the  sites 


because  it  purchased  Anaconda  Co. 
1077,  have  committed  $100  million  to  tl 
first  stage  of  the  cleanup,  which  start* 
in  1985.  The  final  cost  could  be  two  i 
three  times  that  amount.  The  cleanup 
a  blessing  both  environmentally  and  ec 
nomically.  Unemployment  has  rebound* 
from  20%  after  the  pit  closed,  but 
still  9%  and  the  town  is  smarting  fro 
the  shift  to  low- wage  service  jobs.  So  1 
cal  entrepreneurs  hope  that,  by  cleanii 
up  their  own  backyard,  so  to  spea 
they  can  develop  the  expertise  to  pe 
form  similar  work  elsewhere. 

"As  ironic  as  it  seems,  there's  a  re, 
possibility  Butte  will  be  on  the  cuttid 
edge  of  cleanup  technology,"  explaii 
Montana  Governor  Marc  Racicot  durii 
a  visit  to  Butte.  The  irony,  he  notes, 
that  if  all  goes  well,  Butte  will  pro: 
by  cleaning  up  the  very  mess  that  e 
riched  it  for  over  a  century. 
BLOODY  DAYS.  In  the  old  days,  But 
was  known  as  "the  richest  hill  on  eartl 
Thousands  of  miners  worked  undc 
ground  in  mines  like  the  Neverswe 
and  the  Speculator,  where  166  men  we 
killed  in  an  underground  fire  in  19. 
the  worst  hard-rock  mining  disaster 
U.  S.  history.  Over  the  years,  the  min 
were  consolidated  into  Anaconda,  whi 
eventually  switched  from  undergroui 
to  surface  mining.  Its  giant  Berkel 
Pit  consumed  many  of  Butte's  ethr 
communities  such  as  Finntown  and  Pi 
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Incandescent  parrots. 


Pink  dolphins 


And  half  the  medicine  known  to  man 


This  is  the  ram  forest 


Every  second  another  acre  of  ram  forest  is  destroyed  forever  World  Wildlife  Fund  needs  your  help  1-800-CALL-WWF 
World  Wildlife  Fund  iki  Ram  Forest  Rescue  Campaign 
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Leveraging  information  to  j 


Opening  world  markets  takes  a  lot  more  than  wedging  your  toot  in  the  door.  To  cut  through 
the  babble  of  languages,  time  zones  and  regulations,  you  have  to  be  fast,  efficient  and  culturally  savvy. 

W  hich  is  how  R.R.  Donnelley  keeps  information  on  its  toes  all  over  the  planet. 

For  example,  we  can  translate  your  domestically-marketed  information,  tres  vite  (very  quickly). 
And  with  technology  like  demand  fax.  get  it  to  new  customers  worldwide  in  minutes,  not  days.  (Tres  bon!) 

(jr.  by  using  our  foreign  production  facilities,  you  can  release  information  products  simultaneously 
around  the  world.  Each  facility  is  linked  through  a  digital  network.  So  you  can  control  things  from  home 
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in  foreign  doors. 


and  still  protect  your  ideas  in  faraway  markets  by  getting  them  there  first. 

As  you  can  see.  at  R.R.  Donnelley,  we  do  a  lot  more  than  print  words  on  paper  these  days. 
We  can  take  your  information  and  target  it.  translate  it,  move  it  around  the  world,  customize  it. 
personalize  it.  give  it  more  impact,  make  it  interactive,  print  it.  compact  it.  CD-ROM  it.  floppy  disk  it. 
on-line  it.  multimedia  it  and  turn  it  around  on  a  dime.  All  to  help  you  develop 
new  markets,  new  users  and  new  sources  of  revenue.  Just  call  for  this  detailed 
brochure  in  print  or  CD-ROM  form.  Or  both.  1-800-438-0223. 

o  - 


RR  Donnelley  &  Sons  Company 

The  power  to  transform  information  into  opportunities 
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How  To! 

Sense  Of 
Security 

AT&T's  portable  Surity  Telephone  Device. 
It's  the  easiest  way  to  keep  your  competitors  from 
tapping  into  your  business. 

Every  day  voli  nuke  important  telephone  calls.  You  discuss  company 
secrets,  strategic  plans  and  confidential  financial  data.  Sometimes  these  calls  are 
made  from  outside  offices,  hotel  rooms,  airport  lounges,  even  from  cellular 
phones.  And  you  never  know  who  might  be  listening  to  your  conversation. 

'1'hats  why  you  should  find  out  more  about  AT&T's  new  portable 
Surity IAI  Telephone  Dev  ice.  Designed  by  AT&T  Hell  Laboratories,  it's  one  of  the 
smallest  security  solutions  available  anywhere,  just  4"x  ~\."S<>  wherever  you 
go.  you  can  take  it  along  without  taking 
up  any  real  space. 

It's  also  an  easy  device  to  use. 
Just  plug  it  into  any  phone  and  your 
conversation  is  instantly  protected. 

Plus  it  works  on  both  digital  and  analog  phones,  anywhere  around  the 
vt&t  world.  And  you  get  the  clearest  quality  along  with  100%  voice  recognition.  All  at 


)ne  of  the  lowest  prices  of  any  digital  telephone  security  device  on  the  market. 

To  get  more  information  about  protecting  your  business,  call  AT&T  at 
i  800  952-4082.  Outside  the  U.S.  and  Canada,  call  910  279-7617 

Because  we  can  help  you 
(eep  your  competitors  from  si  ^[fl SHT 

mowing  your  business  The  fight  ChoiCG. 


.etter  From  Butte,  Montana 


rot  Flats,  where  the  Slavs  lived, 
until  it  was  shut  down  in  1983 
by  Arco,  Anaconda's  parent.  To- 
day, the  pit,  which  is  filling  up 
with  5  million  gallons  of  water  a 
day,  dominates  Butte  like  a  gi- 
gantic, open  sore. 

During  its  heyday  in  the  first 
half  of  this  century,  Butte  was  a 
prosperous,  bawdy  town.  The  last 
whorehouse  on  "Venus  Alley" 
was  shuttered  just  a  decade  ago. 
Dashiell  Hammett,  once  a  Pinker- 
ton  agent  in  Butte,  called  it  Per- 
sonville  (pronounced  "Poisonville") 

lor  his  1)1  Iv  detective  novel, 

Red  Harvest. 

"We  took  in  a  dollar  a 
minute— back  when  wo  had  sil- 
ver dollars  and  food  was  reason- 
able," says  Carl  Rowan,  Ki,  who 
operates  Gamer's,  a  restaurant. 
He  tells  of  a  time  when  Gamer's 
sold  its  own  candy  in  huge  cop- 
per-colored boxes  and  packed 
miners'  lunch  buckets  with 
pasties,  the  traditional  Cornish  meat 
pies.  One  weekend.  Gamer's  baked  125 
birthday  cakes  and  12  five-tiered  wed- 
ding cakes,  Rowan  says. 

This  is  Rowan's  last  day  at  Gamer's. 
After  50  years,  he's  a  statewide  celebri- 
ty and  his  retirement  brings  out  hun- 
dreds of  friends,  including  Cote  and  the 
governor.  Butte  is  a  closely  knit  town, 
where  the  past  is  always  present.  People 
are  quick  to  reveal  their  ethnic  origins 
and  tell  family  stories.  They're  proud 
that  in  the  old  days,  when  America 
thought  of  copper,  it  thought  of  Butte. 

Now,  residents  hope  that  when  Amer- 
icans think  Superfund,  they'll  think  of 
Butte.  Scores  of  companies  are  springing 
up  with  methods  to  clean  up  Butte's  soil 
and  water.  Eventually,  says  Evan  D. 
Barrett,  executive  director  of  Butte  Lo- 
cal Development  Corp.,  they  may  create 
1,000  jobs  in  the  next  few  years,  and 
that  doesn't  include  spin-off  employment. 

"We'll  clean  up  the  city  and  provide 
an  economic  base  as  we  ex- 
port these  services,"  says 
Joseph  E  r'igueira,  associate 
dean  for  research  and  gradu- 
ate studies  at  Montana  College 
of  Mineral  Science  &  Technol- 
ogy in  Butte.  There,  environ- 
mental engineering  is  the 
hottest  major.  Superfund  tech- 
nology accounts  for  120%  of  the 
college's  *•'!  million  research 
budget  and  could  reach  40  , ; . 
he  says. 

"There's  not  a  better  test 
lab  than  this.  It's  got  all  the 
raw  materials— dead  ground, 
toxic  metals  that  leach  into  the 
waterway,"  says  Rick  Foote, 


THE  RICHEST  HILL  ON  EARTH 


editor  of  the  Montana  Standard,  Butte's 
daily  newspaper,  over  Chinese  food  at 
the  Pekin  Noodle  Parlor.  "This  is  a  fish- 
killing  son  of  a  bitch."  The  Pekin  is  a 
Butte  landmark,  and  so  is  Foote,  a  one- 
time miner  whose  grandfather  he, 
confides,  was  killed  in  a  Butte  saloon 
brawl. 

GRUNT  WORK.  One  of  the  startups  is 
TransMar  Inc.  On  the  flats  south  of 
town.  TransMar  feeds  slurried  mill 
waste  from  Butte's  last  underground 
mine  into  a  machine  that  uses  pulsation 
and  centrifugal  force  to  separate  toxic 
heavy  metals.  Nearby,  engineers  at  My- 
cotech  Corp.  work  with  soil  from  the 
"pole  yard,"  one  of  the  four  Superfund 
sites  where  poles  were  once  painted 
with  creosote  to  keep  them  from  deteri- 
orating. They  treat  the  dirt  with  fungi 
that  produce  enzymes  to  break  down 
the  toxins  and  render  them  harmless. 

Clifford  Bradley,  Mycotech's  director 
of  research  and  development,  hopes  an- 


other type  of  fungus  could 
used  to  clean  up  water  in  t 
Berkeley  Pit,  removing  the  to 
metals  in  such  a  way  they  coi 
be  sold  to  pay  for  the  treatme 
"Five  hundred  dollars'  worth 
copper  could  stick  onto  $] 
worth  of  fungus,"  he  claims. 

Other  businesses  here  prosj 
from  Superfund  grunt  work, 
lot  of  the  cleanup  is  not  hij 
tech,  whiz-bang  stuff,"  sa 
David  K.  Nation,  vice-preside 
and  general  manager  of  Spec 
Resource  Management  Inc., 
subsidiary  of  Montana  Power  ( 
His  company  loads  trucks  w 
contaminated  material  from  t 
old  smelter  at  Anaconda, 
miles  away,  and  moves  it  tc 
secured  area. 

The  Superfund  could  bring  : 
other  significant  long-range  b< 
efit  to  this  historic  town: 
creased  tourism.  Only  7%  of  t 
tourists  who  zip  by  on  the  hij 
way  between  Glacier  and  Yellowstc 
National  Parks  stop  in  Butte,  and  tb 
stay  only  a  few  hours.  Butte  has  pier 
of  tourist  potential  with  its  copper-ki 
mansions  and  old  storefronts.  Ther 
an  extensive  mining  museum,  a  restoi 
part  of  town  called  Hell-Roaring  GuL 
and  the  famous  Butte  hill  pockmark 
with  mine  pits  and  dotted  with  sup 
structures  known  as  "gallows  frames 
Mark  A.  Reavis,  the  local  histo 
preservation  officer,  hopes  to  raise  3 
million  over  15  years  and  turn  Bui 
into  a  national  landmark  district  on  t 
order  of  Lowell,  Mass.,  where  the  < 
mills  and  boarding  houses  have  be 
preserved  as  a  sort  of  living  museu 
He  envisions  a  raft  of  improvements 
eluding  a  tourist  railroad  called  the  Ni 
ersweat  &  Washoe— and  a  20%  mere* 
in  jobs.  The  money,  he  says,  will  cot 
from  preservation  grants,  private  c< 
tributions,  and  even  the  Superfur 
ARCO  has  already  spent  $250,000  on  h 
toric  work. 

Preservation  underscor 
another  irony  in  Butte,  poil 
out  Sandra  M.  Stash.  ARC 
Superfund    manager.  Ov 
lunch  at  Columbia  Garde 
(named  for  the  turn-of-the-ci 
tury  amusement  park  si 
sumed  by  the  Berkeley  F 
she  says  with  a  laugh:  "0 
man's  toxic  waste  is  anotl 
man's  historic  resourc 
And  a  proud  old  copp 
town's  economic  future. 

SANDRA  D.  ATCHISC 
( 'or respondent  A  tchis< 
based  in  Denver,  set 
1990  novel  in  Butte. 
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It  won't  always  be  a  new  copier. 
But  with  our  single  cartridge  system 
it'll  always  work  like  one. 


A  nytime  you  replace  the  cartridge  in  a  Canon 
f\PC"300  series  personal  copier,  it's  like  getting  a 
irand  new  machine.  mmm 

Because  when  you've  slipped  in  our 
^elusive  PC  Mini-Cartridge,  you've  not  only 
"eplaced  the  toner  and  maintained  your  copi- 
%  you've  also  replaced  virtually  all  of  the 
noving  parts.  Without  a  doubt,  it's  the  best 
way  to  keep  your  copier  in  peak  condition. 


Come  see  the  Canon  Greater 
Hartford  Open  Golf 
Tournament  June  24-27,  or 
watch  it  on  CBS  (June  26-27), 


USA,  Inc  Home  Otlice  P'oducis  Division,  One  Canon  Plaza,  I 


And  all  it  takes  is  a  few  seconds. 
With  personal  copiers  as  reliable 
as  the  PC  300  series,  it's 
no  wonder  Canon,  the 

originator  of  the  personal  copier,  has  been  the 
}  number  one  best  seller  for  10  years. 

For  more  information  on  personal  copiers 
,  that  keep  working  like  new,  call  Canon  at 
1-800-4321-HOP. 


Canon 


1042  Canon  and  PC  Copie 
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The  Capital 

Of  The 
World  Is  In 
23  Different 
Places. 

Every  one  of  those  places  has  one  thing  in  common. 
An  uncommon  attitude  you'll pnd  everywhere  opportu- 
nity exists  and  human  potential  is  realized.  Wherever 
a  creative  entrepreneurial  spirit  is  alive,  seeking 
innovative  solutions  to  financial  problems.  And  every- 
where around  the  world  where  GE  Capital  is  helping 
businesses  grow. 

Today  we're  more  than  a  leader  in  financial  services. 
We're  23  diversified  businesses.  And  right  now  one  oj 
them  has  the  specific  industry  knowledge  it  takes  to  meet 
your  next  challenge. 

Ifyoiire  looking  for  a  strong  financial  partner,  wed 
welcome  the  opportunity  to  put  the  capital  of  the  world 
to  work  for  you. 

GECapital 

Our  Business  Is  Helping  Yours. 
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THE  MAN  WHO  STAYED  BEHIND 

By  Sidney  Rittenberg  and  Amanda  Bennett 
Simon  &  Schuster  •  476pp  •  $25 


'MY  LIFE'S  VISION 
WAS  FLAWED7 


What  kept  me  turning  the  pag- 
es of  The  Man  Who  Stayed 
Behind  was  not  any  great 
love  for  its  author,  Sidney  Rittenberg. 
He  stands  for  many  things  I  find  ab- 
horrent. As  a  correspondent  in  Beijing 
more  than  a  decade  ago,  I  had  to  eon- 
tend  with  a  Communist  Party  bureaucra- 
cy that  spun  big  lies.  Rittenberg,  an 
American,  spent  many  years  helping 
turn  out  that  propaganda.  He  also  took 
part  in  political  attacks  on  people  during 
the  Cultural  Revolution.  Even  though 
that  upheaval  was  over  by  the  time  I  ar- 
rived, I  came  to  know  Chinese  people 
whose  relatives  had  died  in  their  arms, 
denied  medical  care  because  they  were 
considered  "counter-revolutionary."  Mil- 
lions of  others  were  killed  outright  or 
forced  to  commit  suicide. 

But  one  needn't  admire  Rittenberg  to 


find  his  story  fascinating.  The  South 
Carolinian  went  to  China  as  a  U.  S.  sol- 
dier during  World  War  II  and  stayed 
on  to  work  for  the  U.  N.  Already  a  self- 
described  Communist,  he  hooked  up 
with  China's  Communists  and  was  ac- 
cepted at  the  Party's  highest  levels.  In 
the  late  1940s,  he  lived  with  Mao  Ze- 
dong, Zhou  Enlai,  and  other  men  and 
women  of  the  Party  leadership  in  the  re- 
mote caves  of  Yanan.  He  ate  with  them, 
danced  with  them,  slept  with  them.  He 
was  bombed  by  Kuomintang  fighters 
and  saw  Mao  lure  Chiang  Kai-shek's 
forces  to  their  destruction. 

While  Mao  has  been  extensively 
chronicled,  few  outsiders  have  been  able 
to  make  such  personal  observations. 
"Mao  had  a  way  of  focusing  his  gaze 
squarely  on  whoever  was  speaking,  shut- 
ting out  the  rest  of  the  room,"  Ritten- 


berg writes.  "The  attention  was  inten, 
and  flattering."  Overall,  Mao  emerg 
as  brilliant,  ruthless,  and  cold.  "I 
thought  of  China— and  the  world, 
some  extent— as  an  experimental  labor 
tory  in  his  hands,"  the  author  write 

"None  of  1 1  rdinary  human  relatil 

ships  . . .  were  important  to  him."  Th 
emotional  dead  space  helps  explain  ho 
Mao  could  later  launch  the  politic 
struggles  that  inflicted  such  suffering 
Rittenberg's  luck  ran  out  in  194 
when  his  Communist  buddies  falsely  £ 
cused  him  of  being  a  U.  S.  spy  and  se 
him  to  prison  for  six  years.  After  1 
was  exonerated,  he  worked  turning  o 
Party  radio  broadcasts.  Then,  beginnii 
in  1968,  he  served  another  decade  < 
trumped-up  charges— a  total  of  16  yea 
in  solitary  confinement.  On  one  levi 
you  have  to  admire  a  man  who  survivi 
such  brutality  with  even  a  semblan 
of  sanity.  For  years,  Rittenberg  was  i 
quired  to  sleep  on  his  side,  facing  tl 
cell  door,  so  that  guards  could  alwa; 
see  his  hands.  He  withstood  interrog 
tions  and  intense  psychological  intin 
dation.  What  carried  him  through  w 
faith  that  his  ordeal  would  ultimate 
benefit  his  credibility  within  the  Part 
That's  the  unfathomable  part:  He  b 


/ed  he  was  achieving 
nettling. 

vJear  the  end  of  his 
ond  prison  term,  the 
2  turned  against  Mao's 
low,  Jiang  Qing,  leader 
the  so-called  Gang  of 
ir,  and  she  was  sent 
the  prison  where  Rit- 
iberg  was  held.  And 
•e  are  more  precious 
bits:  He  tells  of  hear- 
the  Dragon  Queen 
[ling  from  her  cell, 
nplaining  about  her 
d    and    shouting  to 

•  co-conspirators.  Then 

•  tough  country  jailer 
■eatens:     "Do  what 
ire  told  or  else  I'll  fix 
1  good."  It  shows  there  can  be  a  cer- 
n  justice,  even  in  China. 

Dne  of  the  book's  most  touching 
■nes  comes  when  Rittenberg  emerges 
m  prison  the  second  time  and  is  re- 
ted  with  his  Chinese  wife,  their  son, 
1  three  daughters.  The  three  young 
men  dance  around  him,  saying,  "Dad- 
guess  who's  the  oldest."  But  he  can't 
I  them  apart.  "I  had  been  away  too 
g,"  he  writes.  "I  could  not  find  the  lit- 
faces  of  my  children  in  the  grown-up 
es  I  now  saw  before  me."  What  a 


g  paid  a 
ice  for  his 


belief  in  China's 
Communist  Party: 


16  years  in  s 


POWER.  N D  SURVIVED  It  YEARS  K THHR 
PRISOS'S.TatjIOW  HE  HAS  RETURNED  TO 

"  1  The  Man 
Who  Stayed 
Behind 


devastating  price  he  paid  for  his  beliefs. 

It  was  partly  through  the  eyes  of  his 
adult  children  that  Rittenberg  at  last 
saw  a  Communist  Party  grown  corrupt 
and  out  of  touch.  Deng  Xiaoping's  en- 
couragement of  free-thinking  forces,  as 
evidenced  at  Democracy  Wall,  and  then 
his  crushing  of  the  movement  when  it 
had  served  his  purpose,  disillusioned 
Rittenberg  as  his  own  travails  never 
had.  "I  had  no  intention  of  spending  the 
rest  of  my  life  serving  those  whom  pow- 
er had  corrupted  . . . ,"  he  writes. 


Such  painful  honesty 
ultimately  forces  us  to 
judge  Rittenberg  more 
sympathetically.  Perhaps 
his  co-author,  Amanda 
Bennett,  once  a  Beijing 
correspondent  for  The 
Wall  Street  Journal,  kept 
him  staring  into  the  mir- 
ror at  his  own  reflection. 
"My  life's  vision  was 
flawed,"  Rittenberg  con- 
cedes. And  most  poig- 
nantly: "I  had  fallen  vic- 
tim to  the  most  basic 
American  error  about 
China.  I  had  forgotten  I 
was  a  foreigner." 

The  Rittenbergs  left 
China  in  1980  and  now 
live  near  Seattle,  advising  U.  S.  compa- 
nies on  selling  in  China.  I,  for  one,  am 
not  inclined  to  pour  opprobrium  on  a 
lifelong  Communist  who  tries  to  get  rich 
the  old-fashioned  capitalist  way— which  is 
what  all  of  China  is  doing.  That  Ritten- 
berg survived  is  amazing.  And— love  him 
or  hate  him— he  offers  a  window  on  a 
China  few  outsiders  have  ever  glimpsed. 

BY  WILLIAM  J.  HOLSTEIN 
International  Edition  Editor  Holstein  was 
Beijing  bureau  chief  for  United  Press 
International  in  1981-82. 


MULTIMEDIA  COMMUNICATIONS  SYSTEMS 


If  Only  You  Spent  As  Much  Time  Managing  Your 
Global  Projects  As  You  Do  Getting  To  Them. 


Now  with  Northern  Telecoms  multimedia  communications  systems,  global  managers  can 
collaborate  face  to  face  from  opposite  ends  of  the  world.  Systems  that  make  desktop 
video  conferencing,  screen  sharing  and  high-speed  image  transmission  possible.  Systems  that 
will  ultimately  redefine  the  way  global  business  gets  done. 

Northern  Telecom.  Discovering  and  delivenng  the  best  solutions 
in  voice,  video  &  data  communications  systems  worldwide. 
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In  a  rapidly  changing  world,  you  and  the  people  you  love  need  ^g^gg^**' 
That's  the  strength  o/Eortis  -  a  worldwide  financial  services  company  $46  billion  strong. 

when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


IT 


1  T 


\  _.J_ 


V, 


.1...J 


r .  t  T 


IT  fT 

LUJ-f 


1  t 

'  J- 


xx 


4"  T 


,L.  i 


< 


E 


L  1 V 


_1  J  - 


T- 


IBs 


7  T  • 


VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 
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Economic  Viewpoint 


AN  AGENDA  FOR  GROWTH 
ANY  POLITICIAN  CAN  ENDORSE 


BY  ROBERT  KUTTNER 


The  postwar  boom 
can  be  replicated 
—but  only  if  the  U.S. 
leads  industrial 
nations  toward 
common  goals  of 
public  investment, 
low  interest  rates, 
stable  currencies, 
and  fair  trade 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


This  spring,  French  voters  dumped  their 
Socialist  government  in  parliamentary 
elections,  while  British  voters  in  local 
elections  handed  the  ruling  Tories  their  worst 
drubbing  in  a  century.  Electorates  are  weary 
of  economic  stagnation,  no  matter  which  gov- 
ernment is  in  power. 

It  has  been  20  years  since  the  postwar 
boom  faltered  in  1973.  The  quadrupling  of  the 
price  of  oil  was  the  immediate  cause,  hut  that 
same  year  the  Bretton  Woods  system  of  stable 
fixed  exchange  rates  collapsed.  The  U.  S.  dol- 
lar was  no  longer  the  anchor  of  an  orderly 
world  financial  and  trading  system. 

Governments  of  various  stripes  have  tried 
diverse  remedies  to  restore  growth  to  the  4% 
annual  range  of  the  postwar  boom,  which  al- 
lowed near-full  employment  and  social  progress 
throughout  the  industrial  West.  In  the  U.  S. 
and  Britain,  radical  conservatives  sought  to 
slash  taxes,  reduce  the  welfare  state,  and  re- 
ward entrepreneurship.  But  neither  conser- 
vative program  worked:  Growth  did  not  re- 
turn to  the  levels  of  the  postwar  boom,  and 
living  standards  continued  to  stagnate  in  both 
countries. 

On  the  Continent,  meanwhile,  social  demo- 
crats also  broke  their  picks  on  the  economy.  In 
1981,  the  French  Socialists,  under  President 
Francois  Mitterrand,  attempted  an  ultra-Key- 
nesian  program  of  economic  stimulus.  This 
could  not  work,  since  stimulating  demand  in 
one  trade-dependent  country  only  pulls  in  im- 
ports and  leads  to  financial  imbalance.  Mit- 
terrand was  compelled  to  rein  in  his  program 
and  link  it  to  the  sound-money  strategy  of 
his  far  more  conservative  German  neighbors. 

But  Germany,  like  France,  had  sluggish 
growth  in  the  1980s  and  is  now  further  con- 
strained by  the  cost  of  financing  the  recon- 
struction of  its  eastern  region.  Western  Europe 
as  a  whole  has  unemployment  in  excess  of 
10%.  And  because  of  its  common  market,  no 
country  can  successfully  go  it  alone. 

Is  this  the  best  we  can  do?  All  Western 
governments— whether  conservative,  liberal, 
or  social  democratic— share  a  common  interest 
in  reelection.  All  need  to  restore  growth,  jobs, 
living  standards,  and  hopes.  In  Europe  as  well 
as  America,  it's  the  economy,  stupid! 

The  Clinton  Administration  wants  to  revive 
the  Group  of  Seven  (the  finance  ministers  and 
central  bankers  of  the  U.  S.,  Japan,  Germany, 
France,  Britain,  Italy,  and  Canada)  and  turn  it 
into  a  real  mechanism  for  economic-policy  coor- 
dination. But  that's  not  enough.  Policy  must  be 
coordinated  on  behalf  of  high  growth,  full  em- 
ployment, and  the  reregulation  of  laissez-faire 
global  finance. 

It  is  too  easy  to  conclude  from  the  com- 


mon and  seemingly  intractable  problems  affli 
ing  diverse  governments  that  the  dilemm 
are  now  "postideological."  In  fact,  one  big  id< 
logical  issue  underlies  all  the  particular  poli 
choices:  Should  we  keep  moving  further 
ward  laissez-faire  policies  or  recognize  that 
big  dose  of  intervention  is  required? 

Economic  history  suggests  that  marke 
by  themselves,  do  not  yield  high  growth,  f 
employment,  or  financial  stability.  Today,  o 
deregulated  financial  markets  trade  more  th 
$1  trillion  of  currencies  daily,  and  the  pun 
speculative  movement  of  currencies  ov< 
whelms  money  used  to  finance  actual  co 
merce.  Escalating  financial  speculation  or 
diverts  resources,  deters  investment,  a 
breeds  further  speculation.  So  the  issue  is  r 
just  "coordination,"  but  coordination  on  beh 
of  a  sustainable,  mixed  economy. 

The  major  industrial  nations  need: 

■  A  common  commitment  to  high  growth.  T 
must  be  based  on  significant  increases  in  put 
investment  and  a  supportive  policy  of  low  int 
est  rates  by  central  banks.  The  Clinton  Admir 
tration,  like  the  Bush  Administration  before 
badgered  Japan  to  stimulate  its  economy  w 
public  works.  The  Japanese  responded  with 
$120  billion  program.  Germany  has  been  stin 
lating  the  economy  of  its  eastern  region  w 
massive  capital  transfers,  yet  it  has  undermiri 
any  net  stimulative  effect  with  high  inter* 
rates— which  depresses  growth  in  the  rest 
Europe.  If  all  the  nations  raise  investment  lev 
and  agree  to  keep  interest  rates  low,  all  v 
benefit. 

■  A  new  Bretton  Woods.  The  era  of  hi 

growth  was  one  of  stabilized  and  regulated  £ 
bal  finance.  We  need  stable  currency  values  a 
tax  and  regulatory  policies  to  take  the  pr< 
out  of  purely  speculative  financial  transactions, 
well  as  the  long-term  low  interest  rates  to  p 
mote  development.  This  is  particularly  import; 
for  the  recovery  of  the  former  communist  wot 

■  Completion  ol  the  G  ATT  Uruguay  Round, 
completed  General  Agreement  on  Tariffs 
Trade  means  trade  based  on  common  rules,  i 
on  Utopian  laissez-faire.  If  we  can't  get  univei 
free  trade,  let's  at  least  have  relatively  libe 
trade  within  a  family  of  nations  that  can  ag 
on  common  ground  rules.  The  rest  of  I 
world— notably  Japan— can  have  conditional 
cess  to  the  markets  of  the  nations  that  foil 
those  common  rules. 

Only  one  nation  can  take  the  lead  on  be! 
of  this  agenda,  and  that  is  the  U.  S.  The  n 
economic  summit  should  seriously  begin 
task  of  restoring  world  growth.  That  wo 
also  be  salutary  for  Bill  Clinton's  reelectio 
and  for  that  of  every  other  politician  v 
must  face  the  voters. 


16  BUSINESS  WEEK/MAY  31,  1993 


ECONOMIC  VIEW 


I 


THE  NEW  BMl 


THE  MOST  RESPONSIVE  LUXURY 
CARS  EVER  BUILT. 

Senseless  luxury  or  responsive  luxury? 

You  have  a  choice.  On  the  one  hand,  you  have  cars 
that  concentrate  exclusively  on  the  passive  side  of  lux- 
ury. Plenty  of  wood,  leather  and  stereo  sound.  And  a 
ride  so  padded  and  pillowed  it's  as  though  the  road, 
with  its  constant  changes  and  surprises,  was  something 
to  be  concealed  from  your  senses. 

Alternatively,  you  have  the  new  BMW  5-Series 
V8's.  Cars  that  give  you  the  finest  wood,  leather  and 
audiophile  sound  —  all  the  passive  luxuries  you'd 
ever  want  —  but  then  add  a  whole  dimension  of 
active  luxury.  The  result  is  something  we  call  responsive 
luxury,  for  a  driving  experience  aimed  at  enhancing 


both  your  enjoyment  and  your  safety. 

Responsive  luxury  begins  with  power.  Which  i 
why  our  new  5-Series  cars  are  equipped  with  high- 
horsepower,  high-torque  V8  engines.  To  propel  you  o 
of  harm's  way  and  into  the  clear.  And  these  new  Vf 
are  as  practical  as  they  are  powerful.  Their  self-tunir 
and  management  through  Digital  Motor  Electronics  is  ; 
sophisticated  they  need  almost  no  routine  maintenan* 
beyond  the  changing  of  oil,  filters  and  spark  plugs. 

Next  comes  road  handling.  Engine-speed  sensiti 
power  steering  and  one  of  the  most  advanced  susp< 
sions  ever  developed  keep  you  connected  to  the  ro< 
Which  helps  you  sense  when  danger  is  imminent,  ar 
take  evasive  action. 

In  the  event  you  can't,  our  new  5-Series  V8's  a 


SPONSIVE  LUXURY. 
SERIES  V8's. 


lipped  with  over  50  active  and  passive  safety  fea- 
Is,  including  driver's  side  air  Pags,  hydraulic  impact 
npers  and  automatic  front  seat  Pelt  tensioners.  In 
iition,  they  meet  the  1997  federal  side-impact  regula- 
is  three  years  ahead  of  time. 

Like  all  BMWs,  the  new  5-Senes  V8's  come  with 
-year/50, 000-mile  bumper-to-bumper  warranty,* 
hour  roadside  assistance,**  and  a  customer  care 
gram  as  responsive  as  our  cars. 

So  why  choose  senseless  luxury  when  you  can  have 
ponsive  luxury?  The  new  BMW  5-Series  V8's. 

THE  540i.  HIGHEST  TORQUE 
IN  ITS  CLASS. 

The  quintessential  example  of  responsive  luxury, 


BMW-style,  is  the  540i.  Its  4.0  liter,  32-valve  V8  gen- 
erates 295  lb. /ft.  of  torque,  and  helps  the  540i  clock 
6.7  seconds,  0-60. 

This  no-compromise  power  plant  derives  from  the 
most  grueling  research  methods  our  engineers  could 
dream  up.  One  test  included  running  the  engine  for  500 
hours  at  full  RPM  under  full  load. 

After  its  V8  comes  the  540i's  equally  impressive 
transmission.  A  5-speed  automatic  whose  lower  first 
gear  adds  a  new  dimension  of  swiftness  and  agility  when 
you  need  it.  So  you  can  respond  to  the  most  demanding 
road  situations.  And  it  lets  you  choose  three  different 
shift  modes  —  Economy,  Sport  or  Winter —  to  suit 
driving  conditions. 

Together  with  one  of  the  most  sensitive  and 


sophisticated  front/rear  suspensions  on  the  planet, 
the  540i  gives  you  what  could  be  the  best  active  safety 
feature  of  all  —  the  ability  to  read  the  road  with  your 
fingertips  and  steer  clear  of  danger.  It  also  gives  you  an 
on-board  computer  that  warns  of  possible  freezing 
conditions,  and  optional  Traction  Control,  for  added 
protection  on  slick  terrain. 

THE  530i.  AMERICA'S  LOWEST  PRICED 
V8  IMPORT  CAR. 

Although  the  540i's  competitive  price  will  surprise 
you,  we  have  even  more  proof  that  responsive  luxury 
is  now  responsive  to  your  pocketPook.  It's  the  530i. 
An  automobile  that  not  only  carries  a  3.0  liter,  32-valve 
V8  engine,  but  also  a  lower  price  tag  than  any  other  V8 
import  automobile. 

In  addition  the  530i,  like  the  540i,  comes  equipped 
with  state-of-the-art  BMW  road-handling  technology, 


in  which  advanced  electronic  and  mechanical  syste 
send  constant  feedback  to  your  fingertips,  so  you  ( 
drive  your  best  even  when  a  situation  is  at  its  wors 
Weight  distribution  is  near  the  ideal  50-50  balance 
surefooted  cornering  stability.  ABS  brakes  are  large 
resist  fade  on  long  mountain  descents.  All  told,  th 
are  over  50  active  and  passive  safety  features  in  a 
tion  to  air  bag  technology. 

There's  also  an  abundance  of  luxury  amenities 
Gathered  leather  upholstery.  Rich  walnut  trim.Ten-v 
power  front  seats.  Audio  sound  worthy  of  a  concert 
The  530i  may  be  the  lowest  in  price,  but  not  in  pet 
mance,  safety  and  comfort. 

THE  530i  TOURING.  THE  SAFETY  AND  SECURI 
OF  ADVANCED  TRACTION  CONTROL. 

Presenting  the  Touring  version  of  the  530i.  An  a 
mobile  that  comes  standard  with  our  advanced  Trad 


i  your  dealer  for  details  on  these  limited  warranties  "Services  provided  by  Cross  Country  Motor  Club.  Inc  ,  Boston.  Mass.  021 55  except  in  California,  where  services  are  provided  by  Cros 


ontrol  system.  On  slick  surfaces,  it  quickly  reduces 
igine  torque  and  cuts  wheel  spin,  for  improved  traction 
id  an  added  degree  of  confidence. 

Other  safety  features  include  four-wheel  anti-lock 
'akes,  front  and  rear  crumple  zones,  automatic  front 
sat  Pelt  tensioners  and,  of  course,  the  kind  of  respon- 
veness  and  handling  you  need  to  avoid  an  accident  in 
ie  first  place. 

Since  this  is  a  true  family  car,  you'll  Pe  glad  to 
low  you  have  such  protection.  And  you'll  Pe  glad 
>  know  that  the  530i  Touring  has  ample  cargo  space 
ir  long-distance  trip-taking.  Thirty- one  cuPic  feet,  to 
3  exact.  AccessiPle  through  a  lift-up  hatch  with  sep- 
'ately  opening  rear  window. 

Finally,  and  no  less  important,  you  don't  have  to 
acrifice  the  performance  you'd  expect  from  a  BMW  in 
rder  to  drive  the  530i  Touring.  Its  3.0  liter,  dual  over- 
ead  cam  V8  is  the  same  power  plant  that  spirits  our 


530i  sedan.  So  it  can  take  you  from  0-60  in  a  most 
respectable  9.1  seconds.  Its  four-wheel  independent 
suspension  is  all  BMW.  Engine-speed  sensitive 
power  steering.  Digital  Motor  Electronics. 

Call  1-800-334-4BMW  to  arrange  a  test  drive  of 
the  new  540i,  530i  or  530i  Touring. 


THE  ULTIMATE  DRIVING  MACHINE. 


juntry  Motor  Club  of  California,  Inc.,  Boston,  Mass  Benefits  may  vary  to  conform  with  the  laws  of  your  state.  ©  1993  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 
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conomic  Trends 


BY  GENE  KORETZ 


A  MANIC-DEPRESSIVE 

CYCLE  HITS  THE 

SMALL  BUSINESS  SECTOR 


It  was  only  a  few  months  ago  that  the 
nation's  small-business  sector,  exhil- 
arated by  a  pickup  in  sales  at  the  end  of 
last  year,  exhibited  a  welcome  surge  of 
confidence  about  the  economic  outlook. 
Now,  however,  the  latest  quarterly  mem- 
bership survey  of  the  National  Federa- 
tion of  Independent  Business  reveals  a 
dramatic  mood  change.  After  hitting  its 
highest  first-quarter  reading  since  1989, 
the  xfib's  small-business  optimism  index 
sank  in  April  to  its  lowest  level  since 
the  recovery  began. 

What  caused  the  loss  of  confidence? 
Instead  of  improving  in  the  first  quarter 
as  respondents  had  anticipated,  real 
sales  actually  weakened.  "It's  typical  of 
what's  been  happening  in  this  recovery," 
says  ntib  economist  William  C.  Dunkel- 
berg.  "Sales  rise  in  one  quarter  and  then 
tank  in  the  next.  Small-business  own- 
ers are  tired  of  getting  their  hopes  up." 

Chastened  by  last  quarter's  results, 
only  21%  of  the  2.200  businesses  sur- 


SMALL  BUSINESS 
IS  LOSING  HEART 
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veyed  expect  business  conditions  to  im- 
prove over  the  next  six  months,  com- 
pared with  38%  in  the  first  quarter  and 
44%  a  year  ago.  And  they  aren't  adding 
workers.  On  average,  small  companies 
reduced  their  job  rolls  last  quarter  for 
the  11th  time  in  a  row.  "Only  the  start- 
ing of  new  firms,  which  is  not  reflected 
in  our  survey,  is  adding  anything  to  the 
employment  picture,"  says  Dunkelberg. 

Indeed,  though  inventories  rose  in  the 
economy  as  a  whole  last  quarter,  they 
actually  declined  a  bit  in  the  small-busi- 
ness sector.  And  small  companies'  plans 
to  add  to  inventories  in  the  months 


ahead  have  weakened— indicating  little 
confidence  that  demand  will  pick  up. 

On  the  positive  side,  capital-spending 
plans  by  small  companies,  which  rose 
significantly  in  the  first  quarter,  re- 
mained relatively  strong.  And  there's 
been  a  noticeable  increase  in  the  number 
of  businesses  that  have  either  raised 
prices  a  bit  recently  or  hope  to  do  so, 
suggesting  that  companies  are  taking 
advantage  of  what  little  strength  the 
economy  possesses  to  improve  margins. 
But  the  bottom  line,  says  Dunkelberg,  is 
that  "small  business  is  still  waiting  for 
evidence  that  the  expansion  has  entered 
a  higher  growth  track." 


FALLING  INTEREST 

INCOME  SETS 

A  RECORD  OF  SORTS 


Although  falling  interest  rates  have 
helped  borrowers  in  recent  years, 
they  have  also  cut  sharply  into  interest 
income  received  by  households.  Indeed, 
while  many  economists  underscore  the 
stimulative  effects  of  lower  rates  on  con- 
sumer outlays,  others  claim  that  the  in- 
hibiting impact  of  declining  interest  in- 
come is  more  important. 

Economist  Tony  Riley  of  A.  Gary  Shil- 
ling &  Co.  points  to  a  new  development 
that  bolsters  the  latter  argument.  His- 
torically, the  cash  interest  income  re- 
ceived by  consumers  (excluding  so-called 
"imputed  interest  income,"  such  as  inter- 
est earned  on  life  insurance  and  pen- 
sion plans)  has  always  exceeded  the 
interest  paid  by  consumers  on  their  out- 
standing debt.  Indeed,  in  early  1989  the 
difference  came  to  a  healthy  S82  billion. 

What  is  new,  says  Riley,  is  that  such 
interest  income  has  now  fallen  so  sharp- 
ly that  by  the  fourth  quarter  of  last 
year  it  was  no  larger  than  interest  paid 
out  by  households.  "If  recent  trends  con- 
tinue," he  says,  "consumers  in  1993  will 
for  the  first  time  be  paying  more  in 
interest  than  they  currently  receive,  and 
that  can't  be  good  for  consumption." 


TO  THE  NIMBLE 
GO  THE  BIGGEST 
TAX  BREAKS 


When  Congress  acted  in  1986  to  cut 
corporate  income  taxes,  it  gave 
some  corporations  an  even  bigger  break 
than  it  may  have  intended.  That's  be- 
cause companies  changed  their  behav- 
ior to  capitalize  on  the  drop  in  the  tax 
rate  from  46%  to  34%  that  was  phased 
in  during  1987  and  1988.  According  to  a 
new  study  by  economists  Myron  Scholes 


and  Mark  Wolfson  of  Stanford  Univers 
ty's  business  school  and  Peter  Wilsc 
of  the  Harvard  business  school,  mar 
companies  were  able  to  shift  their  i: 
come  and  expenses  to  cut  their  oven 
taxes  during  the  transition  period. 

The  three  researchers  analyzed  tl 
financial  statements  of  some  812  public 
traded  companies  in  the  1986-88  perio 
They  found  that  an  average  compar 
was  able  to  reduce  its  tax  liabilities  \ 
about  2%  during  the  three  years  by  a 
celerating  such  expenses  as  pension  co 
tributions  and  outlays  for  advertisir 
and  R&D  and  by  moving  sales  into  yea 
when  the  lower  taxes  applied.  For  tl 
sample  as  a  whole,  the  total  amount 
taxes  avoided  by  such  actions  came 
an  impressive  $373  million. 

Not  every  company  was  nimb 
enough  to  cash  in  on  the  tax  chang 
The  researchers  estimate  that  98% 
the  savings  were  reaped  by  the  top  20 
of  their  sample,  big  corporations  who! 
sales  ran  into  the  billions.  The  averaj 
member  of  this  select  group  manag( 
to  ring  up  tax  savings  of  S2.24  millior 


CHINA'S  GOLD  BUGS 
ARE  SPOOKING 
THE  BOND  MARKET 


Call  it  the  Chinese  connection.  Accor 
ing  to  economist  David  D.  Hale 
Kemper  Financial  Services  Inc.,  parti* 
pants  in  currency  and  financial  marke 
would  be  well  advised  to  keep  an  eye  < 
Chinese  economic  policy. 

The  reason:  Hale  says  it  was  stror 
demand  for  gold  from  China's  overhea 
ed  economy  that  sparked  the  intere 
of  investor  George  Soros  and  led  to 
runup  in  gold  prices  that  spooked  tl 
bond  market.  And  he  claims  it  was  lea 
that  the  gold  price  surge  and  bond  ma 
ket  drop  could  trigger  a  flight  from  d( 
lar  assets  by  Japanese  investors  th; 
led  the  Treasury  to  abandon  its  hand 
off  policy  and  intervene  in  currency  ma 
kets  in  early  May  to  prop  up  the  doll; 
against  the  Japanese  yen. 

What's  more,  since  the  surge  in  go 
prices  was  followed  by  some  bad  Uj 
inflation  numbers,  it  has  reinforced  tl 
view  that  gold  prices  are  an  uncanni 
accurate  signal  of  underlying  inflationai 
pressures.  Thus,  "gold,  which  is  real 
reflecting  demand  from  Chinese  buyei 
rather  than  U.  S.  inflation,  is  likely  1 
impact  bond-market  sentiment  eve 
more  in  the  months  ahead,"  argues  Hal 
And  both  the  Treasury  and  the  Feder 
Reserve  will  have  to  adjust  their  polici< 
accordingly— until  China  acts  to  curb  i 
double-digit  inflation  and  the  gold  pu 
chases  it  is  fueling. 
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Ybu're  investing 
on  your  own. 


Can  yon  still 
tap  into  the  best 
information 
and  advice? 


Today,  many  investors  are  making  their  own  decisions.  Not  the  least  of  which  is 
deciding  whose  information  to  base  them  on.  An  opportune  time  to  consider  private 
banking  at  Morgan.  Where  you'll  have  access  to  the  same  global  resources  as  our 
institutional  investors.  The  same  research.  Private  investments.  Securities  and 
safekeeping  services.  Feedback  you  can  rely  on.  Objectivity  you  can  rely  on.  And  being 
on  your  own,  something  you  re  apt  to  appreciate:  a  relationship  you  can  rely  on.  If  you 
actively  manage  your  own  investment  portfolio  of  $5  million  or  more,  call  Richard 
B.  Jones  at  (213)  489-9354  or  call  George  W.  Rowe  at  f 
(415)  954-3200,  J.P.  Morgan  California.  Private  Banking  J  K  IVIOI 

New  York,  Wilmington,  Del ,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt.  London,  Madrid.  Milan,  Nassau,  Paris.  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 


42  choices.  Not  counting  on  and  off 


Introducing  Club  World SM seat-back  entertainment.  First-run  and  classic  films.  Sports.  Cultural  and  current 
affairs.  Eight  channels.  Your  own  hi-definition  video  screen.  The  widest  range  of  programming  to  choose 
from.  Or  not.  It's  the  way  we  make  yon  feel  that  makes  us  the  worlds  favourite  airline. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  SPRING  ECONOMY  IS  STILL 
HAWING  OUT  FROM  THE  BLIZZARD 


TAIL  INVENTORIES: 
ROBLEM  OR  BLIP? 


%.  '92  MAR.  '93 

ATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


rhe  March  blizzard  may  be  a  distant  memory,  espe- 
cially with  the  approach  of  Memorial  Day  weekend 
and  the  start  of  summer.  But  even  as  Americans 
ip  their  snowsuits  for  swimsuits,  the  economic  data  are 
1  showing  the  aftereffects  of  the  storm, 
["hat's  especially  true  for  inventories.  The  Commerce 
pt.'s  latest  report  shows  that  weather-related  drops 
retail  sales  and  homebuilding  caused  business  invento- 
3  to  swell  by  0.8%  in  March,  the  biggest  gain  in  nearly 
r  years.  Because  stores  were  closed  during  the  blizzard, 
ail  stockpiles  ballooned  by  1.5%  in  March,  and  the  ratio 
inventories  to  sales  in  retailing  jumped  to  1.61— the 
hest  in  more  than  two  years  (chart). 

The  worry  is  that  the  invento- 
ry overhang  at  the  end  of  last 
quarter  will  depress  orders  and 
output  this  quarter.  Those  extra 
goods  did  cause  production  cuts 
and  fewer  bookings  at  some  fac- 
tories in  April.  But  the  bounce- 
back  in  the  April  reports  for  re- 
tail sales,  housing  starts,  and 
manufacturing  output  suggests 
that  whatever  inventory  prob- 
lem arose  in  March  was  quickly 
patched  in  April  and  May.  That  should  clear  the  way 
further  output  gains  in  coming  months. 

a  HEALTHY  Some  of  the  most  encouraging  news  for 
iURGE  IN  the  second  quarter  comes  from  retailers 
tETAIL  ancl  homebuilders.  Retail  sales  rebounded 

ALES  by  a  strong  1.2%  in  April,  more  than  off- 

ting  the  0.8%  drop  in  March.  Car  dealers  and  depart- 
nt  stores— where  the  inventory  buildup  was  particular- 
great— increased  their  sales  sharply  in  April,  and 
eipts  at  gasoline  stations  and  apparel  and  building- 
>ply  stores  also  were  higher.  After  adjusting  for  infla- 
|  real  retail  sales  started  the  second  quarter  about 
in  with  their  first-quarter  average. 
Llie  initial  data  for  May  suggest  further  spending  gains, 
es  of  domestically  made  vehicles  looked  healthy  in 
■ly  May,  and  department  store  sales  for  the  first  two 
eks  of  the  month  were  running  1.2%  above  their  April 
jrage,  according  to  the  Johnson  Redbook  Report,  provid- 

more  evidence  that  the  sales  weakness  in  February 
1  March  was  mainly  due  to  the  weather, 
n  addition,  the  resurgence  in  homebuilding  presages 
sier  times  for  retailers  selling  home-related  goods  and 

the  manufacturers  who  make  them.  After  a  weather- 


beset  dip  of  3.6%  in  March,  housing  starts  bounced  back 
by  6.7%  in  April,  to  an  annual  rate  of  1.21  million  (chart). 
Starts  should  continue  to  climb  into  the  summer.  That's 
because  housing  demand  remains  high,  while  the  supply  of 
unsold  new  homes  is  at  a  20-year  low. 


I  THE  APRIL  Certainly,  builders  and  house-hunters  alike 
I  CPI  JARS       are  watching  the  latest  rumblings  in  the 

THE  BOND  bond  market,  caused  by  indigestion  from 
I  MARKET  April's  hot  inflation  numbers.  Both  the 
total  consumer  price  index  and  the  core  index,  which  ex- 
cludes food  and  energy,  rose  by  0.4%  last  month.  The 
gains  were  the  third  larger-than-expected  rise  this  year. 
So  far  in  1993,  CPI  inflation  is  running  at  an  annual  rate  of 
4.3%,  and  the  core  rate  is  4.5%,  raising  speculation  about 
the  Federal  Reserve's  next  policy  move  (page  28). 

The  April  CPI  advance,  coming  one  day  after  a  0.6% 
spike  in  producer  prices,  jarred  the  bond  market.  After 
the  CPI  figures  were  reported  on  May  13,  the  yield  on  the 
30-year  Treasury  bond  closed  at  6.93%,  up  from  6.81%  two 
days  earlier.  Yields  drifted  even  higher,  hitting  7.02%  on 
May  18,  before  retreating. 

The  sell-off  in  the  bond  market  means  mortgage  rates 
will  rise,  but  that  may  not  curtail  the  housing  rebound. 
The  average  30-year  fixed  mortgage  rate  stood  at  7.48% 
on  May  14,  but  HSH  Associates  reports  that  some  lenders 
have  subsequently  lifted  their  rate  to  7.53%.  Still,  that  is 
far  below  the  8.9%  rate  of  a  year  ago. 

Moreover,  inflation  is  not  the 
threat  that  those  scary-looking 
indexes  suggest.  If  monthly  CPI 
gains  average  0.2%  through  year- 
end,  which  is  easily  possible, 
1993  inflation  will  come  in  at  3%, 
following  2.9%  for  1992.  Modest 
growth  in  demand,  combined 
with  slower  growth  of  unit  la- 
bor costs,  argues  against  any 
sustained  speedup  in  inflation. 
So  the  price  indexes— and  long- 
term  rates— should  settle  back  down. 

Although  mortgage  rates  matter,  jobs  and  incomes 
may  be  more  important  factors  for  the  housing  outlook 
right  now.  Because  hiring  and  income  growth  are  steadi- 
ly improving,  households  feel  there  are  fewer  obstacles  to 
buying  a  house  today  than  in  1992,  according  to  a  survey 
done  by  the  Federal  National  Mortgage  Assn. 

The  Fannie  Mae  report  also  shows  a  sharp  decline  in 
the  percentage  of  households  that  worry  about  their  in- 


HOUSING 
BOUNCES  BACK 
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▲  MILLIONS  OF  UNITS,  AT  ANNUAL  RATES 
DATA:  COMMERCE  DEPT. 
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WHERE  OUTPUT 
IS  LAGGING 


come  being  too  small  or  their  jobs  too  insecure  to  buy  a 
house.  As  long  as  employment  and  incomes  continue  to 
rise,  demand  for  housing  is  unlikely  to  falter. 

The  spring  rebound  in  Homebuilding  will  pump  new 
life  into  the  production  of  construction  materials,  which 
was  another  casualty  of  the  weather.  Also,  the  stronger 
housing  market  will  lift  sales  and  output  of  furnishings,  ap- 
pliances, and  other  home-related  goods. 

Further  gains  in  consumer 
spending  are  important  because 
the  latest  data  on  industrial  pro- 
duction illustrate  the  damage  a 
dearth  of  shoppers  can  do.  In 
April,  manufacturing  output  rose 
a  solid  0.4%,  after  a  slim  0.1% 
gain  in  March.  The  strength, 
however,  is  coming  from  busi- 
ness-equipment makers,  who 
boosted  production  by  0.8%  in 
both  March  and  April.  Consu- 
mer-goods output  slipped  by  0.1%  in  March  and  a  further 
0.2%  in  April  (chart).  The  storm-related  buildup  in  store 
inventories  most  likely  caused  the  cutbacks. 

But  even  with  that  bit  of  sluggishness,  the  industrial 
sector  shows  few  signs  of  slumping  again.  Overall  indus- 
trial production  rose  by  0.1%  in  April,  but  it  was  de- 
pressed by  a  weather-related  3.6%  drop  in  utility  out- 
put. Moreover,  the  April  operating  rate  for  all  industry 
was  unchanged  from  March's  81.4%,  and  the  Federal  Re- 
serve's revisions  to  capacity  show  that  industry  is  using 
1.5%  more  capacity  than  was  first  thought. 

THE  TRADE  One  area  where  U.  S.  manufacturers  face 
GAP  HITS  A  problems,  though,  is  foreign  trade.  Re- 
FOUR-YEAR  cessions  in  Continental  Europe  and  Ja- 
H'GH  pan        hamper  exports,  while  imports 

are  grabbing  a  disturbingly  large  share  of  U.  S.  markets. 
That  trend  continued  in  March.  The  merchandise  trade 
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IMPORTS  OUTPAC 
EXPORTS — AGAIN 


deficit  ballooned  to  $10.2  billion,  an  increase  from  Feb 
ary's  figure  of  $7.9  billion.  That  was  the  largest  montjj 
gap  in  four  years,  and  it  is  likely  to  cause  a  downward 
vision  in  the  1.8%  growth  of  first-quarter  gross  domes 
product. 

That  shocking  ■  deterioration  was  caused  by  impoi 
which  jumped  9.7%,  to  $49.2  billion.  The  gain  was  bro 
but  imports  of  consumer  goods  were  particularly  stroi 
Like  their  American  cousins,  however,  many  of  th< 
foreign  goods  ended  up  in  inventory  in  March,  suggest; 
that  imports  will  fall  back  in  the 
next  few  months. 

The  U.  S.  addiction  to  imports, 
which  lay  dormant  during  the 
recession,  seems  to  be  roaring 
back.  In  the  first  quarter,  price- 
adjusted  imports  were  up  13.4% 
from  a  year  ago,  while  exports 
rose  by  a  smaller  4.9%  (chart). 
America's  import  growth  has  not 
outpaced  its  export  growth  since 
the  mid-1980s. 

Of  course,  not  all  the  news  on  the  trade  front  is  hi 
Exports  grew  by  5.6%  in  March,  to  $39  billion.  That's  ji 
a  shade  below  their  record  of  $39.2  billion  posted  in  I 
cember.  Growing  demand  from  developing  countries 
offsetting  some  of  the  sting  from  recessions  in  the  indi 
trialized  nations.  Moreover,  exports  to  Britain,  the  four 
largest  market  for  U.  S.  goods,  are  starting  to  tu 
around,  now  that  its  economy  is  recovering. 

To  be  sure,  the  continuing  inventory  adjustment  me£ 
that  manufacturers  are  unlikely  to  repeat  their  robust  p 
formance  of  the  first  quarter.  But  last  month's  combinati 
of  strong  retail  sales  and  sluggish  output  of  consurr 
goods  suggests  that  retailers  already  have  corrected  soi 
of  their  inventory  surplus.  And  with  housing  and  com 
mer  spending  still  advancing,  goods-producers  should  p< 
steady,  if  modest,  gains  into  the  summer. 
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THE  WEEK  AHEAD 


COHSUMER  COHFIDEHCE 


Tuesday,  May  25,  10  cum. 
The  Conference  Board's  index  of  consu- 
mer confidence  for  May  probably  slipped 
to  a  reading  of  65.8,  down  from  67.7  in 
April.  That's  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
Better  job  growth  likely  lifted  con- 
sumers' assessment  of  the  present  state 
of  the  economy,  but  the  prospect  of 
higher  taxes  is  crimping  households'  op- 
timism about  their  financial  future. 

DURABLE  GOODS  ORDERS  

Wednesday,  May  26,  8:30  a.  in. 

New  orders  taken  by  durable  goods 

manufacturers  probably  increased  by 


1.5%  in  April.  Orders  dropped  by  3.4% 
in  March,  but  most  of  that  decline  was 
in  aircraft.  Continued  cuts  in  defense 
ordering  probably  offset  gains  elsewhere 
last  month.  The  small  increase  projected 
for  new  orders  suggests  that  unfilled 
orders,  which  dropped  1.2%  in  March, 
fell  again  in  April. 

GROSS  DOMESTIC  PRODUCT  (REVISION) 

Friday,  May  28,  8:30  cum. 
The  Commerce  Dept.'s  second  look  at 
the  first  quarter  is  likely  to  show  slower 
growth  than  the  pace  of  1.8%  reported 
originally.  The  huge  widening  in  the 
March  merchandise  trade  deficit  sug- 
gests that  the  net  export  deficit  will  be 
revised  sharply  upward.  Elsewhere, 
business  inventories  may  not  have  accu- 


mulated as  much  as  originally  thoug 
while  consumer  spending  and  homebui 
ing  may  be  revised  slightly  upward.  1 
economy  grew  at  a  rapid  4.7%  clip  in  t 
fourth  quarter. 

CORPORATE  PROFITS  

Friday,  May  28,  8:30  a.  in. 
Aftertax  profits  at  nontinancial  cor] 
rations  probably  grew  by  6.8%  in  t 
first  quarter,  on  top  of  an  8.5%  advar 
in  the  fourth  quarter.  Sluggish  dema 
held  back  company  revenues  last  qu; 
ter,  even  as  productivity  gains  slow 
the  growth  of  labor  costs  and  low 
interest  rates  reduced  interest  p£ 
ments.  Earnings  may  also  have  be 
hurt  by  payouts  by  insurance  comj 
nies  after  the  March  blizzard. 
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A  NETWORKING  TECHNOLOGY  COMPANY 


YOU'RE  LOOKING  AT  THE  ANSWER  TO  YOUR  COMPANY'S 
NETWORK  OUTSOURCING  NEEDS. 

Actually,  you  won't  find  the  answer  on  this  piece  of 
?aper.  At  least  not  yet.  And  that's  exactly  the  point. 

Your  business  is  different  from  everyone  else's.  Your  net- 
working needs  are  unique.  So  why  is  it  so  many  companies 
riready  have  a  pre-packaged,  one-size  solution  to  your  net- 
working problems,  even  before  they've  asked  you  a  question? 

At  Advantis™  we  believe  the  only  real  answer  is  to  start 
with  a  blank  sheet  of  paper.  We'll  sit  down  with  you  and  dis- 
:uss  your  specific  requirements.  Then  we'll  recommend  a 
;olution  that's  designed  for  your  company. 

No  one  is  more  capable  of  handling  your  networking 
leeds,  because  networking  is  our  only  business.  Our 

D  1993  Advantis  All  rights  reserved  TM  Advantis  is  a  trademark  of  Advantis 
1M  1BMMAIL  is  a  trademark  of  International  Business  Machines  Corp 


Custom  Network  Solutions  provide  the  foundation  for  all, 
or  part,  of  your  data,  voice  and  video  network  requirements 
from  re-engineering  through  implementation  and  manage- 
ment. We  also  offer  many  other  value-added  outsourcing 
opportunities  including  a  full  range  of  remote  computing 
and  messaging  services. 

So  if  you're  tired  of  pat  answers  or  blank  stares,  let  us 
start  with  a  blank  sheet  of  paper.  Call  the 
networking  experts  at  Advantis: 
1-800-775-5808  or  send  an  elec- 
tronic message  to  USAVTADV  at 

IBMMAIL™  today.  a  networking  technology  company 
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INFLATION 
OR  ILLUSION? 

APRIL'S  INDICATORS  HAVE  THE  FED  THINKING  THE  UNTHINKABLE 


This  was  supposed  to  be  an  easy 
year  for  Alan  Greenspan.  The 
chairman  of  the  Federal  Reserve 
Board  figured  there  would  be  little  need 
for  major  changes  in  monetary  policy, 
what  with  the  economy  slowly  improv- 
ing, President  Clinton  pushing  deficit  re- 
duction, banks  getting  healthier,  infla- 
tion in  check  . . .  but  wait  a  minute.  Out 
of  nowhere,  inflation  has  popped  into  the 
Fed's  scopes.  Suddenly,  Greenspan's  rev- 
erie has  ended. 

Just  a  few  weeks  ago,  it  seemed  in- 
conceivable that  the  Fed  would  consider 
nudging  up  interest  rates  in  the  face  of 
sluggish  growth.  But  unexpected  bad 
news  on  the  price  front  in  April  has 
made  the  unthinkable  thinkable.  Now, 
after  four  years  of  declining  interest 
rates,  both  central  bank  insiders  and  Fed 
watchers  agree  that  the  debate  among 
monetary  policymakers  has  shifted  from 


"whether"  to  tighten  money  to  "when." 

It's  not  a  move  that  the  Fed  would 
make  lightly.  Higher  rates  would  bring 
an  abrupt  end  to  Greenspan's  honey- 
moon with  Clinton,  whose  ardent  court- 
ship of  the  Fed  chief  included  a  seat 
next  to  Hillary  Rodham  Clinton  at  the 
President's  Feb.  17  State  of  the  Union 
address.  The  last  thing  Clinton  wants  is 
to  have  the  Fed  apply  brakes  to  an  econ- 
omy that  isn't  even  meeting  the  Admin- 
istration's own  measly  3%  growth  fore- 
cast. Tightening  now  also  could 
jeopardize  passage  of  Clinton's  economic 
package.  "If  the  Fed  raises  interest 
rates,  the  next  sound  you  hear  will  be 
the  breaking  of  the  new  china,"  warns  a 
top  Administration  official.  "To  say  the 
White  House  would  go  ballistic  might  be 
an  understatement." 

The  markets  feel  the  tension,  too.  The 
Dow  Jones  index  jumped  55.6  points  on 


May  19,  as  traders  bet  the  Fed  woi 
not  tighten.  Ultimately,  the  marki 
may  need  reassurance  that  the  cent 
bank  and  its  chairman  still  walk  the  ai 
inflationary  beat.  "The  Fed  can't  e\ 
begin  to  be  seen  as  asleep  at  1 
switch,"  says  David  M.  Jones,  a  veter 
Fed  watcher  at  Aubrey  G.  Lanston 
Co.,  a  New  York  government-securit 
dealer.  Already,  the  price  of  gold, 
early  warning  of  inflation  fears,  1 
jumped  above  $380  an  ounce,  the  high* 
level  since  early  1991.  And  the  yield 
30-year  Treasury  bonds,  which  hit  an  ; 
time  low  of  6.75%  this  spring,  brie 
leapt  above  7%. 

"slice  and  dice."  Meanwhile,  ther 
growing  pressure  by  some  Fed  memb( 
for  a  change.  When  the  Fed's  policymi 
ing  Federal  Open  Market  Commitl 
met  on  May  18,  it  knew  that  its  prec 
tion  for  a  1993  inflation  rate  lower  th 


TIGHTER  MONEY: 
THE  CASE  FOR 
AND  AGAINST 

Mk fter  four  years  of 
W^jk  easing  credit,  the 
Federal  Reserve  Board  is 
becoming  worried  about' 
inflation.  But  is  it  time  for  a 
change  in  policy?  Here  are 
the  arguments  each  side 
has  made 


A  slight  tightening 
now  could  nip 
inflation  in  the 
bud  by  sending  the 
markets  a  signal  of 
Fed  resolve 

ADHERENTS: 

Wayne  D.  Angell, 
Fed  governor 
Robert  D.  McTeer  Jr., 
Dallas  Fed 
David  W.  Mullins  Jr., 
Fed  vice-chairman 
Edward  W.  Kelley  Jr., 
Fed  governor 
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l2's  2.9%  was  simply  wrong.  In  the 
;t  four  months  of  1993,  the  consumer 
ee  index  rose  at  a  4.3%  annual  rate, 
1  producer  prices  at  a  4.8%  clip.  "You 
i  slice  and  dice  it  any  way  you  want, 
i  the  fact  is  we  have  a  new  trend  line 
•wing  higher  inflation,"  says  Law- 
ice  A.  Kudlow,  Bear,  Stearns  &  Co.'s 
ef  economist. 

nhe  inflation  numbers  have  since 
engthened  the  hand  of  Fed  hard-lin- 
.  Even  at  the  FOMC's  March  meeting, 
,i-inflation  hawks  had  dissented  from 
majority's  decision  to  keep  monetary 
icy  on  hold.  "I'm  not  sanguine  in  re- 
•d  to  the  outlook  for  inflation,"  said 
I  Governor  Wayne  D.  Angell,  a  lead- 
hawk,  before  the  May  18  meeting, 
gell's  concerns  were  echoed  by  Vice- 
airman  David  W.  Mullins  Jr. 
Angell  has  been  lobbying  Fed  col- 
gues  to  send  the  markets  an  anti-in- 
tion  signal  by  nudging  up  the  federal 
ids  rate,  which  banks  charge  each 
er  on  overnight  loans.  Since  last  year, 
Fed  has  held  the  rate  close  to  3% — 
t  about  the  inflation  rate.  But  as  price 
reases  accelerate,  Angell  argues,  fed- 
.1  funds  should  tighten — and  insiders 
'  he  has  been  gaining  support.  If  he 
1  other  hawks  prevail,  tightening 
dd  begin  almost  immediately, 
t's  not  yet  clear,  though,  whether  the 
ril  inflation  spurt  is  a  false  alarm  set 
by  a  rough  winter  and  a  big  jump  in 
duce  prices — or  a  lasting  trend.  With- 
;  a  definite  answer,  it's  dangerous  for 
Fed  to  tighten  too  much,  too  swiftly. 


Before  the  April  price  figures  came  out, 
Greenspan  said  he  did  not  see  any  signs 
of  mounting  inflationary  pressures.  And 
the  Administration  has  been  caught  off 
guard  by  the  prospect  of  tightening.  Be- 
fore the  April  numbers,  "I  hadn't  heard 
one  word  here  about  monetary  policy," 
admits  a  Treasury  Dept.  official. 

Insiders  say  that  for  now,  the  Fed  is 
likely  to  compromise  by  issuing  an 
agreement  known  as  an  "asymmetrical 
directive."  These  instructions  to  Fed 
managers  would  give  Greenspan  time  to 
determine  if  the  inflation  numbers  are 
real — and  the  authority  to  nudge  up 
rates  without  waiting  for  the  next  sched- 
uled FOMC  meeting  on  July  6.  "We're 
seeing  a  turning  point  in  Fed  policy  from 
a  neutral  stance  to  a  bias  toward  re- 
straint," notes  a  worried  Administration 
official.  "It  marks  a  significant  change." 
closed  wallets.  For  Clinton,  the 
change  is  definitely  for  the  worse.  Many 
economists  argue  that  there  is  no  basis 
for  inflation  jitters.  Economies  world- 
wide are  weak,  labor  costs  are  rising 
slowly,  unemployment  is  high,  and  con- 
sumers remain  wary.  "Companies  are 
not  able  to  make  price  increases  stick, 
and  there's  a  worldwide  paucity  of  de- 
mand," says  Robert  E.  Rubin,  director 
of  the  National  Economic  Council.  "It's 
hard  to  see  any  signs  of  inflation." 

But  the  warnings  are  out  there.  Steel- 
makers have  raised  prices  10%  to  20% 
this  year,  thanks  to  import  barriers  and 
tight  supplies.  And  the  dollar's  fall  vs. 
the  yen  has  forced  Japanese  auto  mak- 


ers to  raise  prices.  The  Big  Three  have 
followed  suit,  albeit  more  slowly. 
There's  always  the  possibility,  too,  that 
the  economy  is  stronger  than  official 
statistics  have  suggested.  A  bit  of  evi- 
dence: the  Fed's  recent  upward  revision 
of  factory-capacity  utilization  by  1.5 
points,  to  81.4%. 

Doves  argue  that  an  increase  in  rates 
now  could  further  shake  business'  fal- 
tering faith  that  the  recovery  is  sustain- 
able. Corporations,  already  nervous 
about  higher  taxes  and  the  Administra- 
tion's health-care  reform  plans,  might 
pull  back  on  investment.  Furthermore, 
higher  U.  S.  rates  could  frustrate  moves 
by  Germany  and  Japan  to  stimulate 
their  economies — at  Washington's  urg- 
ing. "For  the  Fed  to  tighten  now,  when 
you  have  global  slow  growth,  would  be 
an  inconceivable  error  of  policy,"  con- 
tends Allen  Sinai,  chief  economist  for 
the  Boston  Co.  Economic  Advisors. 

With  more  than  three  years  remaining 
in  his  term,  Greenspan  doesn't  want  war 
with  Clinton.  But  the  Fed  chief  also  has 
made  it  clear  that  he's  not  about  to 
throw  away  five  years  of  hard  work 
nudging  inflation  down.  Should  another 
month  or  two  of  data  show  price  in- 
creases continuing  at  a  4%  pace,  he'll 
probably  tighten  the  screws — and  he  has 
the  clout  to  bring  the  board  around  to 
his  way  of  thinking.  That  could  mean  it 
will  be  long  time  before  Greenspan  gets 
to  sit  next  to  Hillary  again. 

By  Owen  Ullmann,  with  Mike  McNamee, 
in  Washington,  and  bureau  reports 


Let's  wait  for  new 
evidence  before 
deciding  which 
way  to  go 

ADHERENTS: 

Alan  Greenspan, 
Fed  chairman 
John  P.  LaWare, 
Fed  governor 
Lawrence  B.  Lindsey, 
Fed  governor 


There's  no  real 
evidence  that  infla- 
tion is  surging,  and 
even  a  small  tight- 
ening now  could 
harm  the  economy 

ADHERENTS: 

Susan  M.  Phillips, 
Fed  governor 
E.  Gerald  Corrigan, 
New  York  Fed 
Edward  G.  Boehne, 
Philadelphia  Fed 
Silas  Keehn, 
Chicago  Fed 
Gary  H.  Stem, 
Minneapolis  Fed 
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TRADE  I 


NISSAN 
PATHFINDER: 
NO  25%  TARIFF 


MORE  HELP  WANTED 
FROM  UNCLE  SAM 

TARIFFS  A  federal  trade-court  judge  took  a  test 
drive  in  a  Nissan  Pathfinder  and  promptly  shot 
down  its  25%  tariffs.  That  means  Detroit  probably 
won't  win  the  higher  tariffs  on  imported  minivans. 

DUMPING  With  White  House  support  lukewarm, 
the  Big  Three  pulled  back  from  filing  a  dumping 
case  against  seven  Japanese  car  exporters. 

DUTY-FREE  ZONES  Over  Detroit's  opposition,  the 
Commerce  Dept.  granted  an  expanded  Nissan 
plant  special  foreign-trade-zone  status.  Toyota 
may  get  a  similar  deal. 

DATA:  BUSINESS  WEEK 


TREAD  MARKS 
ON  DETROIT 


Setbacks  in  its  trade  battle  point  up  the  danger  of  relying  on  government 


Candidate  Bill  Clinton  knew  how  to 
get  smiles  from  Detroit's  Big 
Three  auto  makers:  pledge  to  re- 
store a  25%  truck  tariff  on  Japanese 
minivans  and  all-terrain  vehicles.  The 
grins  widened  when  President  Clinton 
acted  as  if  he  were  going  to  follow 
through  on  his  promise  by  blasting  the 
current  low  tariffs  as  "a  $300  million-a- 
year  freebie"  handed  to  Japan  by 
George  Bush. 

Suddenly,  though,  the  euphoria  is 
over.  On  May  14,  a  federal  court  in  New 
York  shot  down  25%  duties  on  Nissan 
Motor  Co.'s  two-door  Pathfinder  sport- 
utility  vehicles.  Judge  Jane  A.  Restani  of 
the  U.  S.  Court  of  International  Trade 
ruled  that  while  the  vehicle  shared  some 
engineering  characteristics  with  trucks, 
the  Pathfinder's  design  "virtually  shouts 
to  the  consumer,  'I  am  a  car,  not  a 
truck.' "  This  reasoning,  concedes  one 
key  U.  S.  government  official,  "makes  it 
very  difficult"  for  the  Treasury  Dept.  to 
press  tariffs  on  four-door  sport-utility 
vehicles,  much  less  passenger  minivans. 
juggernaut.  The  decision  is  a  blow  for 
Detroit — and  not  just  because  it  denies 
U.  S.  carmakers  the  price  edge  they  had 
sought.  More  ominously,  the  ruling  dem- 
onstrates the  riskiness  of  carmakers' 
strategy  of  relying  on  government  help 
to  halt  the  Japanese  export  juggernaut. 

The  Nissan  ruling  is  the  latest  in  a 
series  of  lobbying  setbacks  for  Detroit. 
Last  February,  negative  press  and  weak 
White  House  support  forced  the  Big 
Three  to  drop  plans  to  file  a  major  anti- 
dumping case  against  seven  Japanese 
car  exporters.  Critics  charged  that  such 


a  move  would  have  been  a  blatant  ap- 
peal for  protectionism.  Detroit  was  also 
dismayed  with  a  Feb.  19  Commerce 
Dept.  decision  to  grant  Nissan  special 
foreign-trade-zone  status  for  an  expan- 
sion of  its  giant  Smyrna  (Tenn.)  facility. 

The  Big  Three  had  complained  that 
the  zone  enabled  Nissan  to  import  parts 
duty-free  to  Smyrna.  That  will  make  the 
plant  even  more  competitive  with  rival 
U.  S.  auto  facilities.  The  decision  also 
makes  it  much  less  likely  that  Chrysler, 
Ford,  and  GM  will  challenge  Toyota's 
pending  request  for  foreign-trade-zone 
status  for  its  U.  S.  plant  expansion. 

American  carmakers  aren't  about  to 
give  up  seeking  government  help, 
though.  Industry  lobbyists  have  been 
closely  involved  in  fashioning  the  sweep- 
ing new  Japan  policy  soon  to  be  unveiled 
by  a  White  House  interagency  task 
force.  The  new  policy  is  almost  certain 
to  set  numerical  targets  for  increasing 
the  paltry  16,000  units  per  year  exported 
to  Japan  by  the  Big  Three.  And  at  the 
behest  of  Detroit,  Commerce  Secretary 
Ronald  H.  Brown  and  U.  S.  Trade  Repre- 
sentative Mickey  Kantor  plan  to  step  up 
their  campaign  to  get  the  Japanese  to 
purchase  more  U.S.  parts.  Detroit,  says 


Detroit  is  seeking  aid  in  a 
sector  where  it  is  already 
king.  Led  by  Chrysler,  the 
U.S.  has  90%  of  minivan  sales 


David  E.  Cole  of  the  University  of  Micl 
gan,  aims  to  "keep  the  heat  on." 

Industry  insiders  say  Detroit  is  al 
beating  a  path  to  Capitol  Hill  to  ov< 
turn  the  Nissan  decision.  Officiall 
Ford,  Chrysler,  and  GM  are  downplayii 
the  ruling  in  the  five-year-old  dispute 
a  sideshow  in  U.  S.-Japan  trade  re] 
tions.  "This  would  be  old  news  if  tl 
President  hadn't  raised  it  recently,"  sa; 
Stephen  Collins,  director  of  internation 
economics  for  the  American  Automobi 
Manufacturers  Assn.  "We  have  mu< 
broader  goals  now."  But  industi 
sources  say  the  companies  still  hope 
have  the  tariff  imposed  legislative! 
Such  an  effort  passed  the  House  b 
failed  narrowly  in  the  Senate  last  yea 
solidarity.  It's  not  clear  where  the  A 
ministration  would  stand  on  such  a  bi 
While  the  President  continues  to  bio 
hot  on  trade,  his  advisers  are  sharp 
divided  over  the  minivan  issue.  Ev< 
trade  hard-liner  Laura  D'Andrea  Tyso 
who  chairs  the  Council  of  Economic  A 
visers,  has  sided  with  Treasury  Seer 
tary  Lloyd  M.  Bentsen  in  opposing  hig 
er  fees  on  foreign  minivans.  They  ha1 
argued  that  raising  tariffs  without  fc 
mal  charges  of  trade  violations  amoun 
to  protectionism,  pure  and  simple.  B 
Kantor,  who  served  as  Clinton's  cai 
paign  chairman  and  remembers  h 
promises,  supports  the  move  as  a  sho 
of  solidarity  with  the  auto  industry. 

Ironically,  Detroit  is  seeking  aid  in 
market  where  it  is  king.  Led  by  Chrysl 
Corp.,  the  U.  S.  dominates  the  minivs 
sector  with  90%  of  sales.  And  the  stror 
yen  will  make  it  difficult  for  Japan 
drop  prices  to  expand  market  share.  If 
cares  to,  Detroit  can  learn  several  le 
sons  from  the  Nissan  case.  One  is  th 
the  government  isn't  a  dependable  all 
Another  is  that  the  auto  industry  doesr 
always  need  Uncle  Sam's  help  to  cor 
pete  successfully. 

By  Douglas  Harbrecht  in  Washingto 
with  James  B.  Treece  in  Detroit 
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Commentary/by  Paul  Magnusson 


I  TRUST  FUND  THAT  WILL  HAVE  NO  FUNDS  AND  INSPIRE  NO  TRUST 


Ifllln'ii  he  was  the  outspoken 
chairman  of  the  House  Bud 
W  get  Committee.  Budget  Di- 
;ctor  Leon  E.  Panetta  had  a  no-non- 
mse  philosophy:  If  you're  serious 
)out  cutting  the  budget  deficit,  raise 
>xes,  slash  spending,  or  do  both.  Elab- 
•ate  deficit-cutting  mechanisms  of  the 
T?e  favored  by  former  budget  chief 
ichard  G.  Darman  or  Senator  Phil 
ramm  (R-Tex.)  don't  work  because 
ley're  either  laced 
ith  loopholes  or  be- 
luse  Congress  inev- 
ibly  alters  them  to 
leviate  the  pain  to 
)ters. 

At  his  confirmation 
;aring  last  January, 
anetta  stuck  to  his 
leme:  "There  is  not  a 
echanism  you  can 
it  in  place,  there  is 
)t  a  procedure  you 
m  put  in  place,  there 
not  a  constitutional 
nendment  you  can 
it  in  place  that  re- 
aces  leadership  that 
ie  President  has  to 
•ovide." 

Alas,  Washington  is 
)t  a  place  where 
ich  views  can  long 
dure.  So  there  was 
resident  Clinton  on 
ay  12,  telling  busi- 
es executives  he 
anned  to  create  "a 
gaily  separate  defi- 
t-reduction  trust 
ind,  which  will  tell 
m  where  your  taxes 
■e  going."  In  reality, 
'  course,  the  trust  fund  will  have  no 
mds  and  inspire  no  trust — because 
s  just  the  kind  of  accounting  trick 
metta  vowed  to  avoid.  "Having  a 
ust  fund  to  put  taxes  into  doesn't  cut 
e  deficit  any  more  than  if  you  didn't 
ive  the  trust  fund,"  notes  Price  Wa- 
rhouse  analyst  Stanley  E.  Collender. 
usical  chairs.  To  make  matters 
orse,  there's  more  gimmickry  to 
ime.  The  Administration  is  drawing 
)  legislative  "enforcement  mecha- 
sms"  to  accompany  the  trust  fund 
id  replace  ineffective  budgetary  ma- 
dnery  from  the  past.  Among  the  pro- 
)sals:  new  caps  on  discretionary 
lending.  If  Congress  exceeded  the 
nits,  other  programs  would  automati- 


cally be  trimmed.  Another  provision 
would  require  that  any  new  spending 
be  offset  with  cuts  or  new  revenue. 

But  Congress  and  the  Administra- 
tion could  still  evade  this  requirement 
by  declaring  an  "emergency"  and  pass- 
ing supplemental  spending  bills.  In 
fact,  in  its  first  four  months  in  office, 
the  Clinton  Administration  has  already 
sought  more  than  $19  billion  in  supple- 
mental spending  to  pay  for  wastewater 


PRESIDENT  CLINTON  IN  SOUTH  CENTRAL  LOS  ANGELES 


Having  a  trust  fund  to  put  taxes  into  doesn't  cut 
the  deficit  any  more  than  if  you  didn't  have  the 
trust  fund,"  notes  a  Price  Waterhouse  analyst 


cleanup,  summer  jobs,  small-business 
loans,  veterans'  benefits,  college  stu- 
dent loans,  highway  construction,  the 
Somali  relief  effort,  U.  N.  peacekeep- 
ing efforts,  the  FBI,  national  parks,  and 
a  dozen  or  so  other  programs. 

So  far,  Congress  has  balked  at  this 
profligacy.  But  the  Administration 
hasn't  even  waited  for  an  emergency 
to  bust  the  fiscal  1994  caps.  In  its  Feb- 
ruary budget  proposal,  the  White 
House  exceeds  existing  limits  by  $18.9 
billion  over  the  next  two  years.  The 
message  to  Congress:  You  find  the 
cuts  to  stay  within  the  caps. 

Congress  can  play  this  game,  too, 
and  conservative  Democrats,  led  by 
Representative  Charles  W.  Stenholm 


(D-Tex.),  are  pushing  the  White  House 
to  accept  ceilings  on  entitlement  spend- 
ing. Their  idea  sounds  reasonable:  Why 
not  just  set  a  lid  on,  say,  farm  price 
supports?  If  a  bumper  crop  drove 
down  prices  and  pushed  farm  spending 
above  the  limit,  all  other  entitlement 
programs  could  be  trimmed  to  meet 
the  cap.  But  here's  the  rub:  The  farm- 
ers' windfall  would  be  paid  for  by  chil- 
dren forgoing  school  lunches,  the  dis- 
abled losing  home- 
care  services,  and 
veterans  receiving 
less  health  care.  Con- 
gress will  never  let 
such  draconian  mea- 
sures take  effect. 

WHO    DECIDES?  The 

genesis  of  Washing- 
ton's current  obses- 
sion with  arcane  bud- 
get rules  is  political. 
As  the  president  met 
with  Senate  Majority 
Leader  George  J. 
Mitchell  (D-Me.)  and 
members  of  the  con- 
gressional tax-writing 
committees,  all  had 
the  same  complaint: 
"Our  constituents  are 
willing  to  sacrifice, 
but  they  don't  trust 
us  not  to  spend  their 
tax  increase."  Mean- 
while, Representative 
Charles  E.  Schumer 
(D-N.  Y.)  and  Senator 
Bill  Bradley  (D-N.  J.) 
pushed  their  similar 
trust-fund  ideas.  Says 
one  White  House  offi- 
cial: "There  was  a 


feeling  that  this  would  help  us  get 
back  some  of  the  [lost]  momentum  on 
the  economic  plan." 

The  President  says  he  will  meet 
weekly  with  CEOs  to  buttress  his  sag- 
ging popularity.  The  assembled  execs 
should  suggest  that  he  come  up  with 
more  than  budgetary  smoke  and  mir- 
rors. As  it  is,  Bill  Clinton  hasn't  been 
much  more  willing  than  George  Bush 
or  Ronald  Reagan  to  make  the  painful 
spending  cuts  that  genuine  deficit-re- 
duction requires.  Without  such  commit- 
ment at  the  top,  gimmicks  are  all 
Americans  can  expect. 

Paul  Mag?iusson  covers  economic  poli- 
cy for  BUSINESS  WEEK  from  Washington. 
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DEA1SI 


TCI'S  JOHN  M ALONE  DOESN'T  WANT  TO  GIVE  UP  HIS  ROLE  AS  CABLE'S  LEADING  VISIONARY 


ANOTHER  CABLE-TV  MEGADEAL 
COULD  BE  COMING  RIGHT  UP 


Time  Warner-U.S.  West  may  lead  to  Tele-Commuiiications-AT&T 


A 


mid  a  flood  of  publicity,  Tele- 
Communications  Inc.  announced 
late  last  year  that  it  would  spend 
billions  to  rebuild  its  cable  television  sys- 
tem with  fiber-optic  lines  and  digital  con- 
verter boxes.  TCI  painted  a  striking  vi- 
sion of  the  TV  future:  500  or  more 
channels,  thousands  of  movies  on  de- 
mand, and  interactive  shopping.  Indeed, 
the  largest  cable  operator  seemed  to  be 
leading  the  rush  to  build  an  "informa- 
tion superhighway." 

But  TCI  has  suddenly  been  trumped. 
Time  Warner  Inc.'s  $2.5  billion  deal  with 
U.  S.  West  Inc.  to  build  a  similarly  ad- 
vanced cable  system,  announced  on  May 
17,  could  outclass  TCl's  effort.  The  deal 
gives  Time  Warner,  the  nation's  second- 
largest  cable  operator,  cash  to 
pay  down  its  steep  debt,  as 
well  as  telephone  knowhow 
crucial  to  its  plan  to  provide 
both  entertainment  and  phone 
service.  U.  S.  West,  which 
plans  to  upgrade  its  14-state 
phone  system  to  offer  interac- 
tive video  as  well,  presumably 
will  <jain  access  to  Time 
Warner's  rich  library  of  mov- 
ies and  TV  shows.  Ultimately, 
Time  Warner's  and  U.  S. 
West's  systems,  if  combined, 
would  tower  over  TCl's. 

All  this  must  not  sit  well 
with  John  C.  Malone,  TCl's 
hard-charging  chief  executive 
who  has  relished  his  role  as 


the  cable  industry's  leading  visionary. 
Now,  as  the  industry  awaits  his  next 
move,  Malone  isn't  talking.  But  his  most 
likely  response  will  be  a  megadeal  of  his 
own.  The  most  likely  partner:  American 
Telephone  &  Telegraph  Co. 

Rumors  have  circulated  for  months 
that  the  companies,  which  already  coop- 
erate in  an  experimental  video-on-de- 
mand system  (table),  are  talking  about  a 
broader  alliance.  Now,  a  TCI  spokesman 
acknowledges  the  two  giants  have  held 
discussions — though  he  won't  say  what 
a  deal  could  entail.  AT&T  won't  comment. 

The  alliance  makes  sense  enough  on 
its  own  merits.  TCI  would  obtain  the  tele- 
phone-based switching  technology  it 
needs  to  provide  true  viewer-controlled 


TCI  ISN'T  GOING  IT  ALONE 

Partner 

Joint  venture 

NEWS  CORP. 

New  cable  entertainment  channel,  pro-, 
grammed  by  News'  Fox  unit,  seeking  40  mil- 
lion subscribers 

CAROLCO 

$90  million  investment  gives  TCI  access  to 
first-run  movies  for  pay-per-view  services 

AT&T  AND 
U.S.  WEST 

Trial  near  Denver  offers  consumers  a  choice 
of  movies  on  demand 

TELEPORT 
COMMUNICATIONS 
GROUP 

Connecting  big  companies  directly  to  long- 
distance phone  companies 

U.S.  WEST 

Cable  TV/ phone  systems  in  Europe 

McCAW  CELLULAR 

Trials  of  wireless  phone  service  via  cable  TV 

TV,  wherein  a  show  can  be  sent  to  jn 
one  home.  That  technology  also  cou 
allow  TCI  to  provide  local  phone  servi 
to  its  10  million  customers.  And  hookii 
up  with  AT&T  allows  TCI  to  avoid  t 
prohibition  against  a  local  phone  comf 
ny  owning  cable  service  in  its  area.  F 
AT&T,  a  TCI  deal  could  ease  a  costly 
lemma  since  its  breakup:  how  to  send  : 
long-distance  calls  to  customers.  AT, 
now  pays  local  phone  companies  abo 
$14  billion  a  year  in  access  chargt 
These  calls  instead  could  be  sent  via  T 
lion's  share?  But  this  deal  may 
about  more  than  just  two  companies.  1 
executive  familiar  with  the  talks  sa 
TCI  is  examining  an  investment  in  MG: 
UA  Communications  Co.,  the  troubl 
movie  studio  owned  by  the  French  bai 
Credit  Lyonnais.  If  a  tci-at&t  ventu 
pans  out,  AT&T  could  take  a  stake 
MGM-UA  as  well,  the  executive  says.  "  v 
know  all  about  mgm,  we  know  abo 
their  business  predicament,"  says  a  1 
spokesman,  who  declines  to  comme 
further.  The  bank  says  officially  th 
MGM/UA  is  not  for  sale,  but  it  has  hir 
Hollywood  agent  Michael  Ovitz,  presui 
ably  to  find  buyers. 

MGM-UA  is  the  source  of  programmii 
that  would  neatly  round  out  a  TCI-AT 
partnership.  TCI  could  get  new  movi 
for  pay-per-view  services.  AT&T  could  u 
the  movie  studio's  output  to  feed  its  o\ 
information  superhighway  aspiratior 
And  since  AT&T  is  expected  to  announ 
shortly  an  alliance  with  a  video-gar 
maker,  rights  to  MGM-UA  movie  chart 
ters  that  can  be  used  in  games  look  i 
tractive.  That  sort  of  synergy  is  a  cri 
cal  asset  of  the  U.  S.  West-Time  Warn 
venture,  and  an  element  neither  TCI  n 
AT&T  brings  to  the  party. 

A  three-way  deal  likely  would  produ 
anguished  cries  from  rivals  that  ATi 
was  trying  to  recreate  the  Bell  Systei 
AT&T's  agreement  last  year  to  buy  or 
third  of  McCaw  Cellular  Communic 
tions  Inc.  prompted  similar  criticism.  B 
AT&T  isn't  barred  from  retur 
ing  to  local  phone  service,  ; 
long  as  it  doesn't  buy  tl 
Baby  Bells. 

Those  Baby  Bells,  in  at 
case,  may  well  find  partne 
of  their  own.  U.  S.  West  ai 
Time  Warner  shattered  whE 
ever  reluctance  that  cable  ai 
phone  companies — longtime  : 
vals — have  had  to  do  deal 
And  if  AT&T  and  TCI  link  u 
the  digital  future  could  arrr 
in  the  nation's  living  roon 
sooner  than  anyone  thoug' 
possible. 

By  Bart  Ziegler  in  New  Yo: 
and  Ronald  Grover  in  Li 
A  ngeles 
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EVISIONI 


AN  A  SECOND  ANCHOR  STEADY 

HE  CBS  EVENING  NEWS  ? 


mng  could  add  pizzazz — but  the  network  format  may  be  worn  out 


Porgive  Dan  Rather  if  he  seemed  a 
■  bit  rattled  in  announcing  that  Con- 
nie Chung  would  soon  join  him  as 
anchor  of  the  CBS  Evening  News.  He 
m't  shared  the  spotlight  since  suc- 
iding  Walter  Cronkite  in  1981.  Al- 
mgh  Rather  says  he  supports  the  ar- 
lgement,  set  to  begin  on  June  1,  he 
bbed  his  reference  to  it  on  the  May  17 
jcast.  Recovering  with  a  smile,  Rath- 
sounded  an  upbeat  note:  "We  think  it 
1  strengthen  a  broadcast  we're  al- 
>dy  very  proud  of." 
BS  says  Chung's  appointment  is  a 
d  attempt  to  propel  the  Evening 
ws  ahead  of  its  rivals.  But  behind  the 
ive  words  is  a  startling  admission:  CBS 
i  concluded  that  it  can't 
it  the  competition  using  the 
gle-anchor  format.  With 
ther  alone  at  the  helm,  the 
ening  News  has  become  a 
leric  presentation  that  var- 
little  from  its  counterparts 
ABC  and  NBC.  CBS  is  tacitly 
nitting  that  short  of  mak- 
radical  changes,  it  doesn't 
)w  how  to  catch  ABC's  Pe- 
Jennings,  who  has  held  an 
ihakable  lead  in  the  audi- 
:e  ratings  since  1989 
art).  "The  sameness  of  the 
ee  broadcasts  may  make 
wers  feel  less  compelled  to 
ke  new  choices,"  says 
ward  Stringer,  president  of 
>  Broadcast  Group. 
ECMNING  force."  The  biur- 
et of  the  news  programs 
;  coincided  with  a  decline  in 
ir  importance.  With  the  na- 
lal  newscasts  increasingly 
ipsed  by  CNN  and  the  local 
vs,  prime-time  news  maga- 
es  such  as  60  Minutes  and 
'20  have  become  the  center- 
ces  of  the  networks'  news 
nations.  Before  offering 
co-anchor  job  to  Chung,  in 
t,  CBS  News  President  Eric 
Ober  says  he  sounded  out 
;eran  60  Minutes  corre- 
mdent  Ed  Bradley.  But 
idley  opted  to  stay  put. 
ndeed,  Rather  favors  the 
v  arrangement  because  it 
es  him  up  to  focus  on  his 
n  magazine  show,  48 
urs.  He  also  wants  to  do 
re  field  reporting  for  the 


Evening  News.  And  Chung,  who  was 
lured  back  from  NBC  in  1989  to  do  a 
magazine  show,  will  divide  her  time  be- 
tween the  news  and  a  new  prime-time 
magazine,  Eye  to  Eye  with  Connie 
Chung.  "The  news  shows  are  a  declin- 
ing force,"  says  Lawrence  K.  Grossman, 
former  president  of  NBC  News,  "so  you 
put  your  stars  where  they  give  you  the 
biggest  bang  for  your  buck." 

CBS  will  air  an  unprecedented  four 
news  magazines  next  season.  And  net- 
work executives  say  they  will  generate  a 
rough  total  of  $100  million  in  revenue, 
almost  as  much  as  the  Evening  News. 
Without  these  shows,  the  news  division 
would  lose  money.  CBS's  rivals  are  mak- 


DAN'S  DESCENT 


AVERAGE  VIEWERSHIP  OF  THE  THREE 
NETWORK  NEWS  PROGRAMS 

EACH  RATING  POINT  EQUALS  930,000  TV  HOUSEHOLDS 


NBC  NIGHTLY  NFWS 


'89- '90 


'90— '91 


'91— '92 


▲  RATING  POINTS 


'92—93 

DATA:  A  C.  NIELSEN  CO 


ing  similar  commitments.  To  rescue  its 
battered  news  division,  NBC  hired  as  its 
president  Andrew  Lack,  a  producer  who 
worked  most  recently  on  the  CBS  news 
magazine  Street  Stories. 

As  they  lose  audience  and  influence, 
the  network  news  shows  have  also  lost 
some  control  over  their  own  ratings.  The 
ratings  for  World  News  Tonight,  for  ex- 
ample, are  bolstered  because  many  ABC 
affiliates  air  the  Oprah  Winfrey  Show 
before  the  local  news.  Some  of  those 
viewers  stick  around  to  catch  Jennings. 
While  World  News  Tonight  does  best 
among  younger  and  more  urban  view- 
ers, rural  and  older  viewers  prefer  the 
Evening  News.  Much  of  this,  though,  is 
because  ABC's  prime-time  audience  is 
younger  than  that  of  CBS. 
"never  be  second."  Part  of  CBS's  de- 
cline, too,  is  simply  a  function  of 
Rather's  personality.  The  31-year  CBS 
veteran  still  provides  gutsy  coverage  of 
big  stories  such  as  the  recent  siege  of 
the  Branch  Davidian  compound  in  Waco, 
Tex.  But  viewers  seem  to  prefer  Jen- 
nings' silken  style  to  Rather's  this-just-in 
tone.  Indeed,  in  the  just-con- 
cluded 1992-93  TV  season, 
Rather  actually  slipped  fur- 
ther behind  World  News  To- 
night. Chung  may  make  the 
show  more  appealing  to  fe- 
male and  younger  viewers, 
says  Betsy  Frank,  director  of 
TV  information  at  Saatchi  & 
Saatchi  Advertising.  CBS  affili- 
ates, who  have  agitated  for 
such  a  change  for  several 
years,  are  also  applauding. 

CBS's  move  will  put  pressure 
on  third-place  NBC  Nightly 
News.  Industry  executives 
say  the  network  has  consid- 
ered pairing  Brokaw  with 
Katherine  Couric,  co-host  of 
NBC's  resurgent  morning 
show,  Today.  But  some  rivals 
say  NBC  now  risks  looking  like 
a  copycat:  "The  rule  in  net- 
work news  is:  Never  be  the 
second  to  do  something,"  says 
Tom  Bettag,  executive  pro- 
ducer of  abc's  Nightline. 

Not  that  CBS  is  the  first  to 
try  dual  anchors.  Chet  Hunt- 
ley and  David  Brinkley  pio- 
neered the  form  on  NBC  in  the 
1960s.  And  Barbara  Walters 
became  a  celebrity  when  ABC 
paired  her  with  Harry  Rea- 
soner  in  1976.  ABC  quickly 
broke  up  that  team  after  Wal- 
ters and  Reasoner  fought  like 
spouses  in  an  Edward  Albee 
play.  If  Chung's  move  seems 
quieter,  maybe  it's  because 
the  buzz  in  broadcast  news 
has  moved  elsewhere. 
By  Mark  handler  in  New  York 
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POLLUTION  I 


TO  FEND  OFF  A  PUBLIC  OUTCRY,  MONSANTO  HAS  CUT  TOXIC  AIR  EMISSIONS  BY  90%  SINCE  1987 


AM  EMBARRASSMENT 
OF  CLEAN  AIR 


Publicizing  the  names  of  polluters  is  working  better  than  tough  laws 


Federal  laws  controlling  pollution 
can  be  excruciatingly  detailed.  Reg- 
ulations not  only  limit  the  quantity 
of  chemicals  that  companies  can  spew 
out  but  also  dictate  the  methods  they 
must  use  to  curtail  pollution.  When  it 
comes  to  cutting  output  of  the  most  dan- 
gerous chemicals,  though,  the  govern- 
ment has  found  a  far  more  effective 
weapon  than  the  law:  embarrassment. 

In  1986,  Congress  amended  the  Super- 
fund  law  to  require  manufacturers  to 
make  public  an  inventory  of  chemicals 
they  stock  and  to  report  the  quantities 
of  some  300  toxic  chemicals  that  they 
release  each  year.  On  May  25,  when  the 
Environmental  Protection  Agency  plans 
to  release  five  years  of  data  on  the  ap- 
proach, it  will  show  that  the  toxic  re- 
leases of  U.  S.  manufacturers 
are  falling.  What's  more,  chemi- 
cal makers,  which  pump  out  the 
largest  share  of  these  poisons, 
cut  their  emissions  by  35%  be- 
tween 1987  and  1991.  "Compa- 
nies just  want  to  get  off  the 
lists  of  top  polluters,"  says  one 
industry  official. 
red  faces.  Indeed,  the  Clinton 
Administration  now  sees  such 
pollution-prevention  efforts  as 
the  wave  of  the  future.  "We 
must  move  away  from  end-of- 
the-pipe  regulation,"  said  Carol 
M.  Browner,  the  EPA  adminis- 


trator. "We're  going  to  have  to  focus  on 
preventing  pollution." 

On  May  18,  Browner  announced  a  poli- 
cy shift  intended  to  discourage  the  pro- 
duction of  hazardous  waste:  She  slapped 
an  18-month  moratorium  on  increasing 
capacity  for  toxic-waste  incinerators, 
pending  an  overhaul  of  regulations.  She 
is  also  considering  expanding  the  toxic- 
release  program  to  include  industries 
such  as  utilities,  mines,  and  large  re- 
cyclers,  and  to  raise  the  number  of 
chemicals  covered  beyond  the  current 
300.  To  set  an  example,  President  Clin- 
ton promised  in  April  that  federal  agen- 
cies would  also  report  their  toxic  re- 
leases— and  try  to  cut  them  50%  by  1999. 

The  government  is  betting  that  most 
companies  will  have  the  same  reaction  to 


A  REPORT  CARD  ON 
1987'S  BIG  POLLUTERS 


MILLIONS  OF  POUNDS 
OF  POLLUTANTS  RELEASED 

1987  1991 


•  AMERICAN  CYANAM1D  WESTWEGO,  LA.  213.4  142.0 
•SHELL  OIL  NORCO,  LA.  194.2  2.6 
•MONSANTO  ALV1N, TEX.  175.6  54.8 

•  KENNECOTT-UTAH  COPPER  158.7  16.3 
BINGHAM  CANYON,  UTAH 
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'COMPANY  (HANGED  THE  WAY  IT  REPORTED  RELEASE  Of  CERTAIN  CHEMICALS 
DATA  ENVIRONMENTAL  PROTECTION  AGENCY, 
BUSINESS  WEEK 


emissions  disclosure  as  St.  Louis'  Mo 
santo  Co.  did  when  it  was  forced  to  i 
veal  its  1987  emissions  for  the  first  tim 
"We  knew  the  numbers  were  high,  ai 
we  knew  the  public  wasn't  going  to  lil 
it,"  says  Vice-Chairman  Nicolas  L.  Re 
ing.  To  fend  off  an  outcry,  Monsan 
volunteered  to  slash  its  worldwide  to> 
air  pollutants  90%-.  Since  then,  the  chen 
cal  maker  has  spent  $120  million  on  2, 
projects,  from  installing  new  pollutio 
control  gear  to  recycling  toxic  materia; 
It  has  cut  its  worldwide  annual  toxic  £ 
releases  by  nearly  55  million  pounc 
And  it  expects  1992  data,  once  compile 
to  show  it  made  its  907  goal. 
hefty  reports.  Many  companies  pref 
voluntary  efforts  to  legal  mandates,  sa 
ing  this  gives  them  latitude  to  spei 
their  pollution-control  money  more  eff« 
tively.  Often,  they  find  that  preventit 
pollution  costs  less  than  cleaning  it  u 
Pioneers  such  as  3M,  Dow  Chemical,  ai 
American  Telephone  &  Telegraph  ha1 
found  that  many  such  investments  p; 
for  themselves  in  reduced  costs. 

But  that  doesn't  mean  business  wou 
take  kindly  to  an  expansion  of  emissioi 
reporting.  Complying  won't  be  chea 
According  to  the  EPA,  manufacturers  ; 
ready  spend  $346  million  a  year  just 
tote  up  and  report  their  releases — befo 
they  invest  a  dollar  to  cut  pollution. 

Environmentalists  aren't  entire 
thrilled  with  regulation-by-embarras 
ment,  either.  They  complain  th; 
changes  in  reporting  requirements  mal 
drops  in  releases  seem  larger  than  th< 
are.  For  instance,  a  Kennecott-Utah  Co 
per  plant  was  ranked  as  the  nation 
fourth-largest  polluter  in  1987  because 
reported  mining  emissions,  which  it  w; 
not  required  to  do.  When  it  stopped  i 
eluding  those  releases,  its  numbers  ii 
proved  dramatically.  Overall,  the  EI 
says,  about  half  of  the  reported  improv 
ment  is  from  such  changes. 

Even  so,  the  real  declines  in  emissioi 
are  so  large  that  the  EPA  considers  tl 
program  a  resounding  success.  "Y 
could  never  have  gotten  here  so  fas 
with  regulation,  says  David  J.  Sarokin  i 
the  epa's  Office  of  Pollutk 
Prevention  &  Toxics.  Indee 
more  than  1,000  companies  hai 
signed  up  for  a  program  undi 
which  manufacturers  promii 
to  cut  emissions  of  17  high-pi 
ority  chemicals  33%  by  1992  ar 
507c  by  1995.  Sarokin  says  moi 
than  200  have  already  met  the 
1995  goals.  When  it  comes 
cutting  pollution,  generatir 
goodwill — and  avoiding  neg 
tive  publicity — can  be  powerf 
motivators. 

By    Mary    Beth    Regan  i 
Washington 


drives 


When  you  oversee  the  most  technologically  advanced 
race  in  the  world,  the  engine  is  running  long  before 

the  race  starts.  Massive  amounts  of  data 
need  to  be  collected.  Everything  from 
entry  fees, 
qualifying 
times  and 


4 


the 


V 


speeds  to  engine  serial 
numbers  and  driver  and 
crew  information.  Then 
all  the  data  collected  dur- 


that 


OS/2  Syclem  Wontow 


ing  the  race  needs  to  be  compiled 
so  the  results  can  be  validated. 

At  the  world  s  most  famous 
motor  speedway,  mission  critical 
is  a  way  of  life.  That's  why  the 
United  States  Auto  Club  (USAC®) 
and  the  Indy  500"  have  a  com- 
puter system  with  the  horsepower 
to  get  the  job  done.  And  OS/2 1  is 
the  driving  force  behind  it. 

With  true  pre-emptive  multi- 
tasking and  multithreading 
capabilities,  OS/2  helps  USAC 
process  Indy  500  data  at 
record  speeds.  In  fact  at  this 
year's  Indy,  USAC  is  testing 
an  OS/2- based  system  that 
tracks  cars  via  radio  signal. 
In  1994,  OS/2  will  drive  the 


drive 


|B8Bl     H  fros] 


official  timing  and  scoring  system, 
and  determine  the  actual  winner  of 
the  race. 

Whether  vou  measure  speed 
in  MPH  or  MHz,  OS/2  brings 
the  same  high  performance  to  all  your  DOS, 
Windows™  and  OS/2  applications.  And  our  soon- 
to-be-released  Version  2.1  will  be  even  more 
powerful. To  find  out  how  OS/2  can  help  your 
386  and  486  machines  run  on  all  cylinders,  call 
1  800  3-IBM-OS2* 

Operate  at  a  higher  level. 


*ln  Canada  call  1  800  465  7999 

IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines 
Corporation  Indy  500  is  a  registered  trademark  of  IMS  Corp  Windows  is  a  trademark 
of  Microsoft  Corporation  USAC  is  a  registered  trademark  of  the  United  States  Auto 
Club.  ©1993  IBM  Corp 
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SEMICONDUCTORS  I 


MICROCHIP  STARDOM 
IS  WITHIN  ARM'S  REACH 


The  Brit  startup  has  a  dazzling  array  of  customers  and  backers 


Past  the  potato  fields  east  of  Cam- 
bridge, England,  just  around  the 
bend  from  the  Black  Horse  pub  in 
Swaffham  Bulbeck,  the  headquarters  of 
Advanced  Rise  Machines  Ltd.  is  abuzz. 
The  converted  18th-century  barn  is  an 
unlikely  place  from  which  to  take  on 
Intel,  Motorola,  and  AT&T  in  the  bruising 
microprocessor  wars.  But  ARM  Manag- 
ing Director  Robin  Saxby  figures  he  has 
an  edge:  "big,  powerful  friends." 

Saxby  seems  to  collect  powerful  part- 
ners. First,  Apple  Computer  Inc.  chose 
the  ARM  610  processor  as  the  brain  be- 
hind its  handheld  Newton 
personal  communicator,  due 
out  later  this  year.  Then 
startup  3DO,  backed  by  Mat- 
sushita Electric  Industrial 
and  AT&T,  designed  the  chip 
into  its  upcoming  home  mul- 
timedia machine.  In  March, 
Sharp  Corp.  signed  on  to 
make  arm's  chip.  And  ARM 
expects  to  announce  on  May 
24  that  Texas  Instruments 
Inc.  will  make  and  sell  the 
chip  for  use  in  autos,  cellular 
phones,  and  other  gear. 

All  that  makes  3-year-old 
ARM  a  potential  powerhouse. 
If  all  the  deals  pan  out,  says 
Michael  Slater,  the  editor  of 
Microprocessor  Report,  a 
newsletter,  tens  of  millions 
of  ARM  chips  could  be  sold 
annually  by  the  end  of  the 
decade.  That  would  give  ARM 
production  volumes  on  a  par 
with  such  big  sellers  as  Mo 


set  computing  (RISC)  chips  from  Sun  Mi- 
crosystems, IBM,  and  MIPS  Technologies. 
"It's  a  toy,"  sniffs  James  H.  Clark, 
chairman  of  Silicon  Graphics  Inc.,  which 
owns  MIPS.  But  the  ARM  microproces- 
sor's unique  blend  of  features  puts  it  in 
the  catbird  seat  to  control  a  new  wave  of 
electronic  gadgets  (table)  that  require 
low  cost  and  power  consumption. 

Take  3DO  Co.,  the  San  Mateo  (Calif.) 
startup.  It  doesn't  need  the  fastest  chip 
to  run  its  multimedia  machine,  which 
plugs  into  TVs,  because  the  machine  has 
its  own  special  graphics  processors  to 


"It  was  far  and  away  above"  other  p 
cessors,  says  Tesler,  who  coaxed  Ac« 
into  making  arm  independent  in  19 
Apple  put  up  $3  million  for  a  43%  sta 
alongside  Acorn  and  chipmaker  v 
Technology  Inc.,  and  hired  Saxby,  46 
former  Motorola  executive  in  Europe; 
asian  ally,  arm's  lead  in  its  niche  I 
shrunk  to  perhaps  a  year.  In  addition 
AT&T,  giants  Intel  and  Hitachi  Ltd.  ; 
being  lured  by  the  potentially  lucrat 
market  for  low-power  32-bit  chips,  wh 
is  expected  to  hit  $1  billion  or  more 
1996.  And  on  May  17,  Motorola  jumr. 
into  the  fray  with  the  first  in  a  series 
chips  targeted  at  similar  jobs.  "ARM  I 
the  right  product  today,"  says  CI 
Gay,  a  Motorola  microprocessor  mark 
ing  manager.  "But  we're  chasing  all  1 
same  sockets." 

Saxby   is   hoping  more  power: 
friends  can  help  keep  arm  ahead. 
March,  he  signed  on  Daiwa  Securit 
Co.'s  venture-capital  fund,  Japan's  s 


ARM'S  EDGE 


PERSONAL  COMMUNICATORS  Ap- 
ple's handheld  Newton  will  use  ARM 
chips  for  recognizing  handwriting, 
faxing,  and  running  electronic  mes- 
saging and  information  programs 

AUTOS  Texas  Instruments  will  use 
the  ARM  technology  to  combine 
braking,  suspension,  and  traction 
controls  on  a  single  chip 

MULTIMEDIA  3  DO,  the  AT&T/ 
Matsushita-backed  startup,  will  use 
the  ARM  chip  to  power  its  new  multi- 
media player,  which  plugs  into  a  TV 

SECURE  PHONES  The  ARM  chip  will 
be  at  the  heart  of  new  telephones 
that  prevent  bugging  and  topping 
by  encrypting  conversations  and 
data  transmissions 

DATA:  COMPANY  REPORTS 


SAXBY  LEAVES  MANUFACTURING  AND  MARKETING  TO  LICENSEE! 


torola  Inc.'s  68000  processor  family  or 
Intel  Corp.'s  superstar  486.  "ARM  is  the 
new  darling  of  the  industry,"  says  Rob- 
ert J.  Conrad,  head  of  Tl's  U.  S.  micro- 
controller business. 

catbird  seat.  Behind  the  ground  swell 
of  support  is  a  smart  trade-off.  In  de- 
signing its  chip,  ARM  accepted  a  modest 
sacrifice  in  speed  in  exchange  for  much 
lower  cost  and  power  consumption.  The 
version  that  Apple's  Newton  will  use, 
for  instance,  runs  at  roughly  the  same 
speed  as  Intel's  486,  but  it  takes  up  one- 
fourth  the  space  and  consumes  one- 
eighth  the  power.  And  at  less  than  $30, 
the  ARM  chip  sells  at  one-tenth  the  price. 

True,  the  ARM  610  has  less  than  half 
the  speed  of  other  reduced  instruction- 


help  out.  "arm  provides  the  most  bang 
for  the  buck,"  says  Richard  B.  Tom- 
paine,  technology  vice-president  at  3DO. 
That's  quite  an  endorsement,  consider- 
ing that  one  of  3DO's  parents,  American 
Telephone  &  Telegraph  Co.,  is  pushing  a 
rival  chip,  called  Hobbit,  into  some  of 
the  same  markets  (page  81). 

AT&T's  Hobbit  nearly  got  a  jump  on 
arm.  In  1988,  Apple  paid  AT&T  an  esti- 
mated $6  million  to  design  a  Hobbit  fore- 
runner for  its  Newton.  But  when  Law- 
rence G.  Tesler,  now  Apple's  chief 
scientist,  took  over  the  Newton  project 
in  1990,  he  switched  to  ARM.  The  ARM 
chip  already  boasted  five  years  of  use  in 
school  computers  made  by  a  British  unit 
of  Italy's  Olivetti,  Acorn  Computers  Ltd. 


ond  largest,  as  an  investor  and  ally 
help  push  the  chip  to  Asian  clients.  A 
while  his  lean  staff  of  30  engineers  < 
signs  new  generations,  Saxby  leaves  t 
high  costs  of  manufacturing  and  m 
keting  to  licensees,  such  as  Sharp  and 
while  collaborating  with  each  to  tai' 
arm  chips  for  specific  markets. 

Will  arm  make  the  big  time?  Sax 
knows  that  hitching  its  future  to  outs 
ers  carries  big  risks.  Demands  on  aru 
thin  development  resources  from 
multiple  partners  could  spin  out  of  c( 
trol.  But  if  Saxby  can  pull  it  off, 
could  change  a  tiny  English  hamle 
mainstay  from  potatoes  to  chips. 

By  Jonathan  B.  Levine  in  Swaffhi 
Bulbeck,  with  bureau  reports 
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Maybe  The  Best  Way  To  Handle  Risk 
Is  To  Avoid  It  Altogether. 


That's  why  Minolta  created  the  No-Risk  Guaran- 
tee. It  taKes  you  out  of  harm's  way  by  letting  you 
decide  whether  you're  happy  with  the 
copier's  performance. 

No-R-sk  Guarantee 

Even  better,  it  covers  our  EP  9760  Pro  Series 
Copier,  which  was  recently  voted  first  overall  in 
productivity  in  the  high-volume  class.* 

Here's  how  it  works:  If  you're  not  completely 
satisfied  with  our  copier  within  the  first  three  years  of 
normal  operation,  we  will  replace  it  with  an  identical  or 
comparably  equipped  model,  free  of  charge.  In  other 

See  an  authorized  Minolta  copier  dealer  for  complete  details 


words,  it  works  or  It  walks.  An  award-winning  copier 
combined  with  an  iron-clad  guarantee?  The  only  risk 
involved  is  passing  this  opportunity  up. 

For  more  information,  call  1-800-9-MINOLTA. 

•Source  Tnomas  A  Minneiia,  author  Tne  Copier 
Productivity  Primer 


ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 
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INSURANCE  I 


SPELLING  IT  OUT 
FOR  BUILDERS 


Insurers  send  a  message:  Meet 
construction  standards  or  else 


After  Mrs.  O'Leary's  cow  tipped 
over  a  lantern  in  1871,  setting  the 
great  Chicago  fire,  insurers  de- 
veloped the  National  Building  Code.  The 
building  standards  were  supposed  to 
prevent  a  repeat  of  their  $168  million 
payout — at  the  time,  the  biggest  insur- 
ance loss  ever.  But  last  winter,  Hurri- 
cane Andrew  reminded  underwriters  of 
a  lesson  they  had  forgotten:  Poorly  con- 
structed buildings  will  cost  them  might- 
ily— in  this  case,  as  much  as  257r  of  the 
$16  billion  paid  in  claims. 

Burned  twice  in  121  years,  insurers 
vow  it  won't  happen  again.  Spurred  by  a 
1992  industry  study  citing  poor  compli- 
ance and  enforcement  of  building  codes, 
they've  started  a  sweeping  nationwide 


INSPECTING  A  CONSTRUCTION  SITE  IN  HILLSBOROUGH  COUNTY,  FLA. 


exam  of  the  standards — a  massive  un- 
dertaking requiring  thousands  of  re- 
views through  1997.  Inspectors  began 
this  month  with  evaluations  in  Califor- 
nia, Texas,  Florida,  and  Illinois.  New 
York  City,  among  other  areas,  will  fol- 
low later  this  year. 

The  result  could  be  dramatic  swings  in 
home-policy  premiums.  If  insurers  un- 
cover poor  enforcement  in  a  community, 
rates  for  local  homeowners  could  jump 


as  much  as  20 
Some  companies  hj 
that,  in  certain  a 
eas,  they  may  sd 
writing  coverage 
together.  That,  th 
hope,  will  encouraj 
consumers  to  pre 
local  governmenl 
and  builders 
shape  up.  "We  real 
have  to  put  sorj 
pressure  on  tl 
builders,"  says  Dei 
C.  Flesner,  a  via 
president  at  Sta1 
Farm  Fire  &  Casus 
ty  Co.,  who  is  dire< 
ing  the  exams.  "Kow?  By  making 
harder  to  insure  poorly  built  homes." 

On  the  books  of  virtually  every  U. 
town,  city,  or  county,  building  cod 
are  meant  to  ensure  that  homes  ai 
commercial  buildings  withstand  natur 
disasters  and  fire  damage.  But  enforc 
ment  has  been  spotty  since  insure 
gave  up  control  of  the  rules  in  198 
relying  instead  on  independent  consi 
tants  to  update  specifications  and  < 


SCROOGE 
McDISNEY? 


To  Chick  Bernabe,  the  name  "Dis- 
ney" was  gold.  He  visited  Walt 
Disney  World  several  times  a 
year.  And  Disney's  reputation  was  a 
big  factor  in  his  decision  to  buy  a  con- 
dominium six  years  ago  in  Country 
Walk,  a  development  south  of  Miami 
built  by  Arvida  Corp.,  then  owned  by 
Walt  Disney  Co. 

Bernabe  has  changed  his  tune.  Nine 
months  after  Hurricane  Andrew  swept 
through  Dade  County,  destroying  most 
homes  in  the  1,300-unit  development, 
Disney  is  the  object  of  several 
suits  charging  that  sloppy  con- 
struction is  partly  to  blame  for 
the  storm's  destruction. 

With  the  suits  has  arrived 
publicity  of  the  sort  Disney's 
careful  image  makers  studious- 
ly avoid.  Country  Walk  home 
owners  picketed  a  "Disney  on 
Ice"  show  in  downtown  Miami 
in  early  May.  A  10-minute  vid- 
eo detailing  the  owners'  plight 
was  sent  to  Disney  Chairman 
Michael  D.  Eisner  via  H. 
Wayne  Huizenga,  chairman  of 
Blockbuster  Entertainment 
Corp.  And  M.  Anthony  Burns, 


chairman  of  Ryder  Corp.,  and  James 
K.  Batten,  chairman  of  Knight-Ridder 
Corp.,  both  headquartered  in  Miami, 
wrote  Eisner  on  behalf  of  the  condo. 

Disney's  mess  stems  from  its  1984 
acquisition  of  Arvida.  It  sold  the  unit's 
assets  in  1987  to  JMB  Realty  Corp.  But 
Disney  retained  some  liability,  which 
became  crucial  after  Andrew  hit. 
Homeowners  contend  the  damage 
would  have  been  lighter  if  not  for 
widespread  construction  defects — at 
least  some  of  which  they  say  were  Dis- 
ney's fault.  Construction  flaws  at 
Country  Walk  were  included  in  a  sur- 
vey of  area  damage  by  an  engineering 
firm  hired  by  Dade  County,  and  Dis- 
ney's own  expert  witness,  an  engineer, 
testified  in  a  deposition  that  there  were 
a  "small  percentage"  of  building-code 
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violations.  Disney  denies  there  wer< 
defects,  blaming  the  destruction  on  th< 
storm's  "special  intensity."  "Deficien 
cies  that  may  have  been  there  were  no 
the  cause  of  this  damage,"  says  Disney 
attorney  William  Burd  of  Kenney 
Burd,  Knutson  &  Markowitz. 
shortfall.  The  condo  association  i: 
seeking  $18  million  to  rebuild.  Its  in 
surer  so  far  has  paid  only  $10.8  million 
invoking  a  clause  that  shields  it  fron 
liability  for  construction  defects.  JMB'i 
Arvida/.JMB  subsidiary  settled  for  $2.' 
million  on  Apr.  16.  But  Disney  offeree 
only  $2  million,  shy  the  remaining  $; 
million  needed.  Attorney  Burd  says 
"there  are  still  ongoing  negotiations.' 
The  shortfall  has  frustrated  rebuilding 
efforts  and  dismayed  local  civic  lead 
ers.  "I'm  surpised  that  a  company  wit! 
a  reputation  like  Disney's 
would  drag  it  out,"  says  Ar 
mando  Codina,  a  Miami  devel 
oper  and  a  member  of  We  Wil 
Rebuild,  a  group  organized  t( 
aid  hurricane  recovery. 

Disney  also  faces  a  class  ac 
tion  by  Country  Walk's  home 
owners.  And  State  Farm  Fin 
&  Casualty  Co.  is  pursuing  t 
$75  million  claim  against  Dis 
ney,  citing  poor  construction 
to  recover  what  it  paid  out  ir 
claims.  Not  the  sort  of  busi 
ness  the  Magic  Kingdom  has 
grown  up  on. 

By  Gail  DeGeorge  in  Miam, 


BAD  PUBLICITY:  ANGRY  CONDO  RESIDENTS  PROTEST  IN  MIAMI 


:al  governments  to  enforce  them. 
Now,  billions  of  dollars  in  payouts  lat- 
the  industry  has  discovered  that 
iny  municipalities  have  been  lax  on 
ilty  construction,  devoting  more  re- 
tirees to  health  and  public  safety.  No- 
lere  is  the  problem  more  evident  than 
Dade  County,  Fla.,  where  a  Decem- 
r,  1992,  grand  jury  report  critical  of 
c  compliance  and  enforcement  of  build- 
l  codes  recommended  that  insurers 
iy  a  role  in  improving  construction 
ality  through  code  enforcement. 
iking  A  list.  Homebuilders  are  closely 
itching  insurers'  moves,  including  an 
;ipient  attempt  to  compile  national 
ta  bases  on  construction  companies' 
ality  records.  If  a  storm  exposes  poor 
nstruction  by  a  builder  in  one  area, 
surers  could  quickly  check  the  contrac- 
ts homes  in  other  locales  to  prevent 
ture  losses. 

Builders,  angered  by  such  new  atten- 
m,  say  they're  being  blamed  for  dam- 
;e  caused  by  stronger-than-predicted 
3rms.  And  they  question  whether  the 
nstruction  of  existing  homes  can  be 
spected.  "It's  a  lot  of  Monday-morning 
larterbacking  and  applying  standards 
ft  applicable  at  the  time  these  homes 
ire  built,"  says  Ted  R.  Brown,  general 
unsel  for  Arvida/JMB  Partners,  a  Flor- 
i  homebuilder. 

Some  homeowners  side  with  the  build- 
s.  Wendy  Lyn,  whose  home  in  Dade 
mnty  was  damaged  by  Andrew,  fears 
surers  will  use  code  grading  as  a  pen- 
m  for  storm-prone  areas.  "I  don't 
iow  the  standards  that  should  be 
ed,"  she  said.  "Don't  put  the  burden 
;  me  and  have  me  pay  higher  premi- 
ns."  State  regulators  say  they  want  to 
sure  that  owners  of  well-built  homes 
areas  with  poor  enforcement  will  be 
ile  to  escape  higher  premiums. 
Despite  the  potential  for  big  rate 
kes,  though,  most  local  politicians  and 
dlding-code  departments  welcome  the 
ish  to  improve  regulation.  "This  is 
lat  we've  been  waiting  for,"  says  Jef- 
ey  B.  Stone,  city  manager  for  St.  Pe- 
rsburg  Beach.  "It's  going  to  bring 
arket  discipline."  Indeed,  areas  with 
und  codes  could  be  rewarded  with  low- 
rates.  In  that  way,  the  system  should 
icourage  better  construction,  which  in- 
fers hope  will  mean  fewer  claims — 
id  in  the  end,  lower  premiums. 
The  alternative:  more  losses  for  home- 
raers  and  insurers  alike.  "If  codes  are 
>t  enforced,  we  will  have  more  trage- 
es  like  Andrew,"  says  Francis  A.  Man- 
li,  counsel  of  the  National  Committee 
i  Property  Insurance,  the  industry- 
.nded  group  reviewing  the  building 
des.  And  with  the  hurricane  season 
arting  June  1,  that's  history  the  insur- 
lce  industry  doesn't  want  to  repeat. 
By  Chris  Roush  in  New  Haven  and  Gail 
zGeorge  in  Miami 


BANKING  I 


AN  ALARM  GOES  OFF 
AT  THE  CASH  MACHINE 


A  Connecticut  scam  drives  home  the  vulnerability  of  bank-card  users 


It  seems  frighteningly  easy:  Wheel  a 
fake  automatic-teller  machine  into  a 
shopping  mall  and  program  it  to  re- 
cord customers'  personal-identification 
numbers  and  account  numbers  when 
they  try  using  the  machine.  Then  slap 
together  some  fake  bank  cards  using  the 
purloined  numbers  and  pillage  the  cus- 
tomers' accounts.  A  simple  scam,  but 
that's  exactly  what  a  group  of  thieves 
did  a  few  weeks  ago  in  Connecticut. 

So  far,  bankers  say  the  bandits  have 
made  off  with  a  little  more  than 
$50,000 — small  potatoes  for  a  group  of 
banks  to  absorb.  But  the  ease  with 
which  the  thieves  pulled  off  the  scam 

ATMs: 

6    EVERYBODY'S  fl 
USING  'EM  • 
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TRANSACTIONS 
AT  AUTOMATED 
TELLER  MACHINES 


BILLIONS 


DATA  AMERICAN  BANKERS  ASSN 


suggests  that  banks  have  a  bigger  prob- 
lem on  their  hands  than  they  want  to 
acknowledge. 

In  the  past  decade,  the  number  of 
ATMs  in  use  has  more  than  doubled,  to 
87,330,  says  the  American  Bankers 
Assn.  Annual  transactions,  meanwhile, 
have  more  than  tripled,  to  7.2  billion 
(chart).  Such  volume  and  ubiquity  make 
the  cash  dispensers  increasingly  tempt- 
ing to  thieves,  putting  the  bank  accounts 
of  millions  of  customers  at  risk.  "Fraud 
will  continue  to  rise  as  the  number  of 
ATMs  grows  and  people  get  more  famil- 
iar with  them,"  says  H.  Ray  Ellis,  a 
security  expert  at  a  major  bank.  Esti- 
mates of  losses  from  ATM  fraud  vary. 
The  American  Bankers  Assn.  claims  that 
losses  are  minimal.  But  Ellis,  who  has 
years  of  experience  in  the  business,  con- 
tends that  big  banks  are  at  risk  of  losing 
millions  of  dollars  apiece  each  year. 

Bankers  claim  the  vast  majority  of 
ATM  fraud  results  from  customers'  care- 
lessness. Many  people  write  their  PIN 
numbers  on  the  backs  of  their  cards, 
making  them  usable  by  anyone.  Thieves 
also  have  used  binoculars  or  videoca- 
meras  to  decipher  customers'  ID  num- 
bers. Then  they  match  the  pins  with  ac- 


count numbers  on  discarded  receipts. 

The  Connecticut  caper,  however, 
shows  that  a  new  problem  is  developing: 
the  easy  availability  of  used  ATMs.  Just 
about  anyone  can  buy  one  through  a 
network  of  resellers,  and  they  can  cost 
as  little  as  $6,000.  Other  than  the  Con- 
necticut heist,  experts  don't  know  of  any 
U.  S.  thefts  involving  used  ATMs.  But 
some  want  ATMs  to  be  registered  to 
make  it  harder  for  thieves  to  get  hold  of 
them.  "We  all  ought  to  be  more  vigi- 
lant," says  Richard  Yanak,  president  of 
Yankee  24,  a  Connecticut  funds-transfer 
network. 

Growing  ATM  fraud  should  be  plenty 
upsetting  to  card  users, 
since  banks  are  often  slow 
in  reimbursing  customers 
who  get  ripped  off.  Dr.  Rob- 
ert Lautin,  a  New  York  radi- 
ologist, found  that  out  when 
he  noticed  that  his  monthly 
Citibank  statement  for  Au- 
gust, 1990,  included  several 
ATM  transactions  for  which 
he  didn't  have  receipts.  Lau- 
tin filed  a  written  complaint, 
but  it  was  more  than  a  year 
before  Citi  credited  his  ac- 
count for  the  fraudulent  withdrawals 
and  the  interest  he  would  have  earned. 
A  Citi  spokeswoman  says  the  bank  does 
not  discuss  individual  customers  as 
a  matter  of  policy  and  refused  to 
comment. 

retina  scans?  Banks  and  ATM  makers, 
meanwhile,  are  searching  for  ways  to 
make  ATMs  more  secure.  NCR,  a  big  sup- 
plier of  ATMs,  is  exploring  using  Smart 
Cards  with  imbedded  microchips  and  sili- 
con memory  to  make  cards  harder  to 
copy.  To  make  the  cards  foolproof,  some 
companies  also  are  looking  into  a  system 
that  would  scan  each  customer's  retina 
as  a  means  of  identification.  But  health 
concerns  about  mass  use  of  a  single  eye 
cup  have  dampened  enthusiasm  for  that 
technology.  Electronic  fingerprinting 
and  voice  recognition  are  other  possibili- 
ties being  considered. 

High-tech  solutions  are  expensive,  and 
bankers  may  fear  that  changing  ATM  se- 
curity will  alarm  customers  unnecessari- 
ly. Still,  for  customers  victimized  by  ATM 
scams,  such  as  the  one  in  Connecticut, 
setting  off  alarms  now  might  be  late — 
but  worthwhile. 

By  Kelley  Holland,  with  Paul  M.  Eng  in 
New  York 
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(SEAT)  BELT-TIGHTENING 

More  evidence  that  luxury  isn't 
what  it  used  to  be:  Although 
sales  of  all  light  vehicles  in  the 
U.S.  are  up  6.3%  so  far  this 
year,  sales  of  high-end  cars  are 
slumping.  One  big  reason, 
according  to  analysts:  The  pros- 
pect of  higher  taxes  has  high- 
income  consumers  clutching 
their  wallets. 

1993  Change 
unit  soles*  from  1992' 


CADILLAC 

65,913 

-9% 

BMW 

23,956 

28 

MERCEDES 

17,770 

-16 

BUICK 

16,777 

-27 

MITSUBISHI 

12,183 

31 

01DSM0BILE 

7,685 

-43 

JAGUAR 

3,572 

27 

PORSCHE 

1,071 

38 

BIG  THREE 

172,199 

-9 

FOREIGN 

200,243 

2 

THROUGH  APRIL 

DATA:  JACOBS  AUTOMOTIVE 

MICROSOFT  KEEPS  'EM 
COMING 


►  The  code  name  of  yet  an- 
other new,  beyond-PC  operat- 
ing system  from  Microsoft 
(page  84)  is  Arador— a  refer- 
ence to  J.  R.  R.  Tolkien's 
Lord  of  the  Rings.  Arador 
aims  to  control  the  basic 
functions  of  a  new  genera- 
tion of  digital  fax  machines, 
telephones,  laser  printers, 
and  copiers  that  will  be 
equipped  with  microchips, 
memory,  disk  drives,  and  dis- 
play screens.  Microsoft  plans 
to  announce  the  new  soft- 
ware on  June  9  with  a  group 
of  leading  equipment  makers, 
including  some  Japanese 
electronic  giants. 


STATIC  BETWEEN 
MURDOCH  AND  THE  FCC 


►  Will  Rupert  Murdoch's  bid 
to  buy  the  New  York  Post  go 
up  in  smoke?  The  Federal 
Communications  Commission 


to  Murdoch:  Maybe.  The  me- 
dia baron  owns  New  York's 
WNYW-TV,  so  he  needs  the  FCC 
to  waive  a  rule  that  prevents 
one  person  from  owning  a  TV 
station  and  a  newspaper  in 
the  same  market.  Until  re- 
cently, the  waiver  seemed  a 
sure  thing.  But  opposition  is 
growing  in  New  York  politi- 
cal circles  and  on  Capitol  Hill. 
Murdoch  says  if  he  doesn't 
get  an  FCC  ruling  by  June  1, 
he'll  withdraw  his  bid.  FCC 
Chairman  James  Quello,  sur- 
prised by  the  criticism,  isn't 
sure  the  FCC  will  meet  Mur- 
doch's deadline.  'J  wouldn't 
say  it  will  be  granted  auto- 
matically at  all,"  he  says. 


PUTTING  A  LID  ON 
THE  FRACAS  AT  ICN 


►  No  more  takeover  talk — 
for  now — about  ICN  Pharma- 
ceuticals since  a  federal 
judge  in  New  York  issued  a 
preliminary  injunction  on 
May  18  against  stockbroker 
Rafi  Khan.  Khan  was  trying 
to  replace  ICN's  board  and  its 
chairman,  Milan  Panic,  who 
returned  to  ICN  this  spring 
after  a  stint  as  Prime  Minis- 
ter of  Yugoslavia.  The  judge 
found  that  the  broker  had 
breached  his  fiduciary  re- 
sponsibility to  the  company 
by  trying  to  oust  manage- 
ment after  acting  as  an  un- 
derwriter for  the  public  of- 
fering of  one  of  its 
subsidiaries.  The  judge  also 
said  that  Kahn  had  engaged 
in   insider  trading  in  ICN 


'IS  IT  A  NORTHEASTER  OR  THE  JONES  KID?' 


It's  nearly  summer,  and  Super 
Soaker  is  back.  Not  everyone 
will  be  thrilled.  Some  cities  con- 
sidered banning  the  hyper- 
powered  squirt  gun  last  year, 
and  the  thing  topped  a  danger- 
ous-toy list  after  one  youth  was 
killed  and  two  injured  in  shoot- 
ings triggered  by  ill-advised  su- 
per-dousings. 

Call  this  a  victory,  sort  of,  for 
the  free  market.  Water  gun 
sales  tripled  in  1991,  then  doubled  again  last  year  despite  t 
publicity.  Market  leader  Larami  Corp.  sold  10  million  Soak< 
last  year,  worth  $150  million,  up  from  3  million  in  1991.  A 
this  summer?  The  battle  may  be  rejoined,  as  dozens  of  co] 
cats  pitch  water  guns  of  their  own.  Michigan  State  Senal 
Gilbert  J.  DiNello  is  keeping  an  eye  on  police  reports,  looki 
for  a  reason  to  revive  his  bill  banning  the  toy  in  his  sta 
Analysts  say  there's  a  more  likely  end  to  this  phenomeni 
market  saturation. 


shares  for  his  own  account 
and  that  he  had  willfully  giv- 
en false  testimony.  Kahn  de- 
clined to  comment. 


PROFESSOR 
MILKEN? 


►  Michael  Milken  is  back,  and 
he  wants  to  be  liked.  The  for- 
mer Drexel  junk-bond  titan, 
done  with  a  two-year  jail  sen- 
tence for  securities  fraud, 
wants  to  spiff  up  his  image, 
says  a  spokeswoman.  It  sure- 
ly needs  spiffing.  That  ex- 
plains his  first  television  in- 
terview, coming  June  11, 
with  Barbara  Walters  on 
ABC's  20/20.  He  has  been 
seen  debating  economic  poli- 


cy  with  visiting  White  Hou 
Scholars,  and  last  week,  IV 
ken  took  to  the  podium  at  t 
University  of  California 
Los  Angeles  to  teach  an  M 
class  for  old  friend  Da^ 
Murdock,  chairman  of  D< 
Food.  The  subject  of  his  oi 
tory:  creativity  in  busine: 
Milken's  spokeswoman  sa 
a  full-time  teaching  job 
UCLA  could  be  in  the  work 


$11  MILLION  FOR 
AN  OLD  CALCULATOR 


►  Has  the  informatic 
processing  revolution  invad 
the  auction  business?  Sort  i 
On  May  19,  Christie's  of 
cials  were  stunned  when 
rare,  early  19th  century  n 
chanical  calculator  fetch 
$11.7  million  in  London,  ov< 
whelming  its  $23,000 
$30,000  presale  estimat 
That's  a  distinct  contra 
from  this  spring's  major  £ 
sales  in  New  York.  While 
Cezanne  still  life  set  a  reco 
at  $28.6  million,  contemf 
rary  and  Latin  American  £ 
remain  in  the  doldrums.  T 
calculator,  of  gilt  and 
quered  brass,  was  the  first 
its  kind  to  appear  on  the  ms 
ket  in  70  years.  (Four  simil 
pieces  are  in  German  mus 
urns.)  The  buyer:  Swiss  o 
lector  Edgar  Mannheimer. 
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We  want  to  make  our  customers  the  most  satisfied  in  our  industry. 
And  the  most  successful  in  theirs. 


At  Integrated  Systems 
Solutions  Corporation,  we 
measure  our  success  by  the 
success  of  others.  We  provide 
information  services  and  solu 
tions  that  help  our  customers 
to  prosper. 

We  make  information  technology  work,  to 
give  you  the  competitive  edge  that  it  should,  fast. 
And  by  allowing  us  to  do  what  we  do  best,  you  can 
focus  on  what  you  do  best,  run  your  business. 

Currently,  we  work  with  2,000  customers  in  over 
fifteen  different  industries  to  provide  the  highest- 
quality  service  and  most  cost-efficient  solutions. 

"Chase  is  committed  to  using  innovative  tech- 
nology to  provide  the  best  customer  service.  We 
went  with  ISSC™  for  our  Regional  Bank  technology 
project  because  they  understand  our  needs  and 
have  the  people  and  products  to  meet  them." 
—Arthur  E  Ryan,  President  and  COO,  The  Chase 
Manhattan  Bank. 

"Our  goal  was  to  have  a  state-of-the-art  Managed 
Care  System.  Without  ISSC,  this  would  have  taken 
five  years,  at  extremely  high  risk  and  cost.  With 

1  8     0     0  I 


ISSC,  we  are  doing  it  in  1<S 
months."— Dr.  John  Petillo, 
President  and  CEO,  Blue  Cross/ 
Blue  Shield  of  New  Jersey. 
"ISSC  leapfrogged  us  to  the 
cutting  edge  two  years  earlier 
than  we  could  have  on  our  own,  while 
conserving  capital.  Now,  that  technology  is 
supporting  our  people  and  serving  our  customers." 
—Jack  Eutterman,  President  and  CEO,  Supermarkets 
General. 

ISSCs  services  include  systems  integration  and 
consulting,  voice  and  data  network  management, 
application  development  and  maintenance,  busi- 
ness recovery  services  and  more.  We  have  all  the 
resoun  es  youd  expect  from  a  subsidiary  of  IBM.' 

Let  us  show  you  how  you  can  use  information 
technology  as  a  competitive  weapon.  Call  1  800 
USE-ISSC  between  7AM  and  8PM  Eastern  Daylight 
Time.  Were  very  eager  to  start  working  for  you. 


ISSC 

Your  Resource  Ear  Sim  ess. 
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CLINTON'S  DRIFT  LEFT  ON  CIVIL  RIGHTS 
HAS  BUSINESS  EDGY 


When  President  Bush  caved  in  to  pressure  from  civ- 
il rights  groups  and  signed  a  1991  law  making  it 
easier  for  women  and  minorities  to  win  damages  for 
job  discrimination,  employers  were  glum.  But,  they  figured,  all 
was  not  lost.  A  Republican  Justice  Dept.  would  no  doubt 
fight  for  the  narrowest  interpretation,  limiting  companies' 
exposure  to  costly  lawsuits. 

Now  the  GOP  is  out  of  power,  and  business  fears  the  worst. 
Although  the  Clinton  Administration  has  so  far  made  little  civ- 
il rights  policy,  its  selections  for  top  jobs  suggest  it  will  ag- 
gressively enforce  and  perhaps  expand  anti- 
discrimination laws.  "There's  more  than 
enough  incentive  for  the  private  bar  to 
bring  cases"  without  new  legislation,  com- 
plains Stephen  A.  Bokat,  general  counsel  for 
the  U.  S.  Chamber  of  Commerce. 

The  most  important  and  most  controver- 
sial appointee  is  Lani  Guinier,  a  University 
of  Pennsylvania  law  professor  tapped  to 
head  the  Justice  Dept.'s  Civil  Rights  Div. 
Guinier's  views  on  the  Voting  Rights  Act 
have  galvanized  enough  conservative  op- 
position to  set  up  a  real  fight  in  the  Senate 
Judiciary  Committee  when  her  confirma- 
tion hearing  is  held,  probably  in  June. 

Guinier,  43,  argues  in  her  academic  writ- 
ings that  minorities'  power  could  be  en- 
hanced by  "cumulative  voting"  in  state  and  local  elections.  In 
such  a  system,  if  five  city  council  members  are  to  be  elected, 
voters  could  cast  five  votes  for  one  candidate,  boosting  chanc- 
es of  a  minority  victory.  She  would  increase  the  legislative 
power  of  minorities  by  requiring  supermajorities  to  pass  laws. 
That  would  give  great  bargaining  power  to  a  cohesive  minor- 
ity because  it  could  block  passage  the  way  southerners  once 
used  filibusters  to  thwart  civil  rights  laws. 

Conservatives  say  this  amounts  to  affirmative  action  for 
electoral  and  legislative  outcomes— and  suggests  she  might 
back  job  and  other  quotas.  "She  represents  the  most  radical 


view  of  American  government  in  recent  memory,"  says  Cli 
Bolick  of  the  conservative  Institute  for  Justice. 

Liberals  insist  the  right  just  wants  to  get  even  for  t 
defeat  of  Supreme  Court  nominee  Robert  H.  Bork  and  oth 
conservatives.  "This  is  an  attempt  to  tarnish  the  President 
linking  him  to  support  for  quotas,"  says  Wade  Hendersc 
the  XAACP's  Washington  director. 

Conservatives  would  be  less  upset  if  they  only  had  to  wi 
ry  about  Guinier.  But  Clinton  has  chosen  Democratic  intere 
group  stalwarts  for  many  key  civil  rights  positions.  These 
elude  Norma  V.  Cantu  of  the  Mexic 
American  Legal  Defense  &  Educatior 
Fund  for  the  Education  Dept.,  Dennis 
Hayashi  of  the  Japanese  American  Citize 
League  for  the  Health  &  Human  Servic 
Dept.,  and  Joseph  Sellers  of  the  Washingt 
Lawyers'  Committee  for  Civil  Rights,  who 
expected  to  be  named  to  head  the  Eqt 
Employment  Opportunity  Commission. 
CAP  TROUBLE.  Business  lobbyists  have  larj 
ly  remained  on  the  sidelines  of  the  fig 
over  Guinier.  But  they  do  worry  about  c 
il  rights  policy.  The  Justice  Dept.  has  i 
versed  the  Bush  Administration's  stan 
against  applying  the  1991  law  to  cases 
progress  when  it  was  passed.  The  Suprej 
Court  will  hear  two  of  these  cases  next  ii 
and  companies  fear  that  such  retroactivity  could  expose  th( 
to  millions  of  dollars  in  damages.  Even  worse,  from  busine 
point  of  view,  is  Attorney  General  Janet  Reno's  endorseme 
of  legislation  that  would  remove  the  1991  law's  $300,000  cap 
damages  for  victims  of  on-the-job  sex  discrimination. 

Bill  Clinton  has  been  courting  business  assiduously.  B 
corporate  leaders  tend  to  be  impressed  more  by  policy  actio 
than  Presidential  sweet  talk.  And  to  a  business  community 
ready  worried  by  health-care-reform  plans,  the  leftward  dr 
of  civil  rights  policy  is  one  more  cause  for  alarm. 

By  Catherine  Yang  in  Washingt 


CAPITAL  WRAPUP I 


TAXES 


Smokers,  beware— of  Senator  Bill 
Bradley  (D-N.  J.).  The  Clinton  Ad- 
ministration's growing  propensity  to 
heed  his  advice  could  increase  the 
chances  for  a  whopping  increase  in  the 
federal  tobacco  tax.  Bradley,  a  key 
member  of  the  Senate  Finance  Com- 
mittee, has  been  influential  in  reshap- 
ing 'linton's  tax  proposals.  His  opposi- 
tion helped  to  scuttle  a  proposed 
investment  tax  credit  and  halve  a 
planned  increase  in  the  corporate  tax 
rate.  Anc1  the  Treasury  Dept.'s  propo- 
sal for  tax  breaks  in  urban  "empower- 
ment zones"  closely  folio  s  a  model 
proposed  by  Bradley.  Now    be  former 


New  York  Knicks  star  is  stepping  up 
the  pressure  for  a  tax  of  at  least  $1 
per  pack  of  cigarettes.  "I'm  tired  of 
paying  for  your  lifestyle  choices,"  he 
tells  smokers.  "[We  spend]  $50  billion 
taking  care  of  you  because  you  can't 
get  your  fingers  off  the  nicotine."  The 
main  obstacle  to  the  big  tax  increase: 
Southern  Democratic  senators  with  ties 
to  the  tobacco  industry  could  hold  the 
balance  of  power  on  close  tax  and 
health-care  votes. 

VIRGINIA  

Things  are  looking  brighter  for  Old 
Dominion  Democrats,  despite  an 
ugly  feud  between  retiring  Governor 
L.  Douglas  Wilder  and  Senator  Charles 


S.  Robb:  Former  Attorney  Geners 
Mary  Sue  Terry,  the  state  Democrati 
convention's  consensus  nominee  for  thi 
fall's  gubernatorial  election,  holds  i 
commanding  lead  over  three  GOP  cor 
tenders.  In  a  recent  Mason-Dixon  Polil 
ical/Media  Research  poll,  former  Rep 
resentative  George  F.  Allen,  stat 
legislator  Clinton  Miller,  and  business 
man  Earle  C.  Williams  all  trailed  Terr; 
by  29  percentage  points  or  more.  Ii 
the  same  poll,  both  Robb— who  nar 
rowly  escaped  indictment  in  a  phone 
tapping  scandal— and  Wilder  lead  for 
mer  Marine  Colonel  Oliver  North  ii 
trial  heats  for  next  year's  Senate  elec 
tion.  Robb  has  an  eight-point  lead  ove 
Wilder  in  Democratic  primary  polling 
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WASHINGTON  OUTt 


"WAITING  IN 
LINE  TO  CHECK-IN 
IS  ONE  OF  LIFE'S 
LEAST  PRODUCTIVE 
ACTIVITIES. 
SO  WE  DID 
AWAY  WITH  IT." 


Time-consuming  guest  registration  forms  are  a  thing  of  the  past  with 
Marriott's  Express  Check-in.  Call  your  travel  agent  or  1-800-228-9290. 

Harriott 


HOTELS  RESORTS  •  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU 


Method  c.l  pa)  menl  and  preferred  room  type  required  al  lime  ol  reservation    Available  al  over  .'III 1 1,„  .nion-  nati.muide  Not  .iv.nlal.l.-  .il  -..m.  .  ..in.-n  i  .in. I  n  1  |.t      i  in 

Not  available  al  Courtyard  b)  Marriott.  Residence  Inn  bj  Marriott  ol  Fairfiel.l  Inn   !  1993  Marriott  Corp. 


WhyNotebook  Design 
And  Airports  As  It  Is  Aboi 


Much  About  Hotels 
>dems  And  Motherboards. 

^re  are  two  ways  to  design  a  notebook  PC:  around 
3mputer  chip,  or  around  a  human  being.  And  if 
iVe  used  a  Compaq,  you  undoubtedly  know  which 
hese  approaches  best  describes  our  philosophy. 


fw,  we  at  Compaq 

power  conservation  tools 
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ace  innovation  as 
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Which  is  why  we  sub- 

A  place  that  can  teach 
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you  as  much  about  how  to 
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testing  that  others  simply 

design  notebooks  as  any 

3tebook  PCs  with 

couldn't  withstand. 

computer  lab  on  earth. 

uely  sophisticated 

We  drop  them.  We  bake 

COMPAQ 

A  help  line  that  withstands  the  test  oj 
time.  You  can  call  our  free  24-hour 
hotline  seven  Jays  a  week  jor  as  long 
as  you  own  your  computer. 


Like  the  armadillo,  Compaq  note- 
hooks  feature  built-m  protection 
against  the  elements.  In  fact,  our 
ruggedly  engineered  notebooks  arc 
among  the  most  durable  on  earth 


Thl  Compaq  LTE  Lite.  Fc 
TkEiRllME  Working.  Ain 

OK,  we're  not  saving  vou  live  on  three  hours  of  sle 
or  that  you  eat  Chinese  takeout  every  night.  And  e\ 
if  you  do,  we're  not  saying  that  a  COMPAQ  LTE  L 
486SL  notebook  is  suddenly  going  to  change  all  tl 


V\  hat  we  will  sav  is 
that  it  could  make  vour 
life  a  lot  simpler.  Partic- 
ularly it  vou  travel. 

You  see,  on  one  hand, 
these  new  computers 
are  lightweight,  compact 
notebooks  (6.3  pounds, 
8.5"  x  11").  They're  avail- 
able with  three  different 
screens:  the  COMPAQ 
UltraView  -  the  world's 


o  n  1  \ 


black  and  white,  active 
matrix  VGA;  a  256-color 
active  matrix;  and  the 
highly  acclaimed  passive 
monochrome  MaxLight. 


.  n.  Simply  slide  the  LTE  Lite 

~" ^         notebook  into  the  COMPAQ 
Desktop  Expansion  Base 
and  you  have  ajull-func- 
p-i     twn.  fully  connected 
desktop  computer. 


There's  the  integr; 
EasvPoint  trackball, 
each  has  a  range  of  i 
vative  power-conservj 
features  to  help  exl 
batterv  life. 

But  what  also  m; 
these  notebooks  uniq 


£  1993  Compaq  Computer  Corporation.  All  Right*  Resened  COMPAQ  and  LTE  Registered  U  S  Patent  and  Trademark  Office  UltraView  .  SUiUght.  EasvPoint.  E 
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eople  Who  Spend  Half 
he  Other  Half  Working. 


it  they  double  as  full- 
ed, full-featured  486 
sktop  PCs. 

By  simply  sliding  your 
E  Lite  notebook  into 


bays  increase  expansion 
capabilities.  Best  of  all, 
you're  using  the  same 
hard  drive.  So  whether 
you're  in  the  office  or  on 


i  COMPAQ  Desktop 
pansion  Base,  you're 
itantly  connected  to 
nters,  peripherals  and 
ur  network.  No  flop- 
;s,  no  fumbling  with 
res,  no  headaches.  And 
1  extra  slots  and  drive 


the  road,  your  files  are 
always  with  you.  The 
expansion  base  also  of- 
fers you  a  keylock  to 
secure  your  notebook. 

Of  course,  if  you  don't 
need  all  the  functions  of 
a  full-sized  PC,  but  want 


easy  connection  to  your 
peripherals,  choose  the 
new  Enhanced  QuickCon- 
nect  —  a  one-step  system 
with  integrated  Ethernet 
and  SCSI  support. 

And  like  all  of  our 
PCs,  these  notebooks  are 
backed  by  CompaqCare. 
Which  includes  a  free, 
three-year  worldwide 
warranty,  and  a  year  of 
free  on-site*  service  in 
the  U.S.  or  Canada. 

For  information  on 
the  COMPAQ  LTE  Lite 
486SL,  call  1-800-345-1518. 
Because  if  you  work  out 
of  the  office  on  a  regular 
basis,  you  really  lead  two 
lives.  So  they're  perfect 
for  you.  And  you. 

COMPAQ. 


Unlike  other  486  chips,  the  Intel 
4S6SL,  with  an  integrated  numeric 
coprocessor,  provides  higher  perfor- 
mance and  extended  battery  life. 


No  Hire's,  no  interface  boxes,  no 
headaches.  The  optional  fully  in- 
tegrated COMPAQ^SpeedPAQ^l  44 
Modem  connects  the  LTE  Lite 
directly  to  a  cellular  phone  so  you 
can  send  e-mail  and  faxes. 


service  is  provided  by  Contracted  Service  Providers  and  may  not  be  available  in  certain  geographic  locations  Certain  restrictions  and  exclusions  apply  Monitors,  batte 
and  certain  options  are  covered  by  a  one  year  warranty.  For  further  details  on  our  limited  warranty,  contact  the  Compaq  Customer  Support  Center 
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GERMANY  I 


GERMANY 
FIGHTS  BACK 


"THERE'S  A  REVOLUTION  UNDER  WAY 


'ou  couldn't  find  a  more  contented 
spot  than  the  rolling  hills  and  vine- 
yards around  Schweinfurt,  a  placid 
town  of  55,000  some  30  miles  from  the  for- 
mer East  German  border.  And  for  factory 
workers  at  FAG  Kugelfischer,  the  world's 
third-largest  ball-bearing  maker  and  the 
town's  largest  employer,  life  has  always 
been  good.  Well-polished  Mercedes  sit  in 
the  driveways  of  tidy  homes.  Come  annual 
vacation  time,  employees  head  for  six 
weeks  of  sunbathing  in  Spain. 

But  in  January,  prosperity  came  to  an 
end.  Battered  by  Asian  price-cutting  and 
shocked  by  mounting  losses  in  eastern 
Germany,  executives  told  a  stunned  gath- 
ering of  workers  that  half  their  factories 
would  have  to  be  sold  or  shuttered  to 
keep  the  110-year-old  company  alive 
Since  then,  it  has  axed  2,700  em- 
ployees. Thousands  more  no 
face  a  similar  fate.  "Everyone 
has  to  fear  for  their  liveli- 
hood," says  Susanne 
Kretzer,  whose  mother  and 
both  grandparents  worked 
at  Kugelfischer  and  who 
lost  her  own  job  in  the  first 
round  of  cuts.  Kretzer's 
husband,  a  machinist,  is  ter- 
rified his  job  will  go  next.  If 
it  does,  the  Kretzers  could 
lose  their  home. 

stunned.  It  wasn't  supposed  to 
happen  this  way.  The  fall  of  the 
Berlin  Wall  and  the  reunification  of 
Germany  were  going  to  create  a  $2  tril- 
lion dream  economy  whose  skilled  workers 
and  world-class  manufacturers  would 
make  it  the  envy  of  the  world.  But  instead 
of  newfound  riches,  Germans  woke  up  to 
find  themselves  straining  under  high  inter- 
est rates,  brutal  global  competition,  labor 
strife,  and  a  recession  that's  putting  all  of 
Europe  into  a  blue  funk.  No  longer  the 
economic-miracle  nation,  "Germany's  suit- 
ability as  a  location  for  business  and  indus- 
try' is  being  questioned,"  laments  Daimler 
Benz  Chief  Executive  Edzard  Reuter. 
"German  companies  have  lost  their  inter- 
national lead." 
Now,  Germany  Inc.  is  fighting  back. 


Stunned  by  its  economic  comeuppance, 
Germany  is  finally  getting  serious  about 
restructuring  in  a  way  that  Japan  did  after 
the  yen  shock  of  the  1980s.  And  this  isn't 
just  a  knee-jerk  reaction  to  an  economic 
downswing.  From  mighty  Daimler  to  the 
thousands  of  tiny  Mittelstand  companies 
that  form  the  backbone  of  the  economy, 
something  far  more  profound  is  unfolding. 
Says  IBM  Deutschland  CEO  Hans-Olaf  Hen- 
kel:  "There's  a  revolution  under  way." 

Indeed,  German  manufacturers  are  in 
the  midst  of  the  biggest  upheaval  since  the 
country  was  rebuilt  from  the  ashes  of 
World  War  II.  What  they  are  trying  to 
avoid  is  a  lengthy  industrial  decline  that 
would  spell  big  trou- 
ble for  the  entire 


.  PERCENT 


GERMAN 
INDUSTRY 
IS  FACING 
MAJOR 
CHALLENGES 
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3rld.  Even  mired  in  recession  (charts, 
.ge  50),  Germany  remains  the  fulcrum  of 
irope.  With  currency  turmoil  and  politi- 
1  tensions  already  threatening  the  Euro- 
:an  Community's  unity  plans  (page  55), 
e  EC  desperately  needs  a  strong  and  ex- 
.nding  German  economy  to  make  its 
ee-trade  efforts  pay  off.  The  economies 
the  former  Soviet  bloc  also  need  Germa- 
'  as  a  source  of  investment  and  a  mar- 
it.  America  has  a  big  stake,  too,  since  it 
lis  Germany  $30  billion  worth  of  goods 
id  services  a  year. 

Most  experts  believe  the  Germans  will 
ill  it  off.  They  point  to  such  enduring 
5rman  strengths  as  a  highly  trained  and 
erate  work  force,  an  efficient  national  in- 
astructure,  and  years  of  export  savvy. 
it  success  is  hardly  guaranteed,  and 
any  Germans  will  pay  a  painful  price  as 
ey  struggle  to  catch  up  to  their  global  ri- 
i.ls.  As  the  recession  bites  deeper,  corpo- 
te  restructurings  are  severely  straining 
e  social  contract  among  business,  labor, 
id  government  that  has  underpinned 


four  decades  of  postwar  growth.  Germa- 
ny's highly  unionized,  well-paid  workers 
now  are  being  told  to  shoulder  huge  lay- 
offs and  accede  to  stagnant  or  even  lower 
living  standards.  No  longer  can  workers 
count  on  short  35-hour  weeks,  lengthy  va- 
cations, or  comfortable  sinecures.  "You 
used  to  join  Siemens  for  life,"  notes 
Claude  Courteaux,  Paris-based  senior  vice- 
president  with  General  Electric  Co.'s  Medi- 
cal Systems  Div.  "Now,  there  can  be  no 
more  promises." 

As  that  realization  spreads,  tensions  are 
mounting.  With  unemployment  expected 
to  rise  past  9%,  jobs  are  growing  scarce 
and  violence  against  foreigners  is  on  the 
rise.  So  is  labor  strife:  Across  eastern  Ger- 
many, for  example,  some  70,000  metal- 
workers walked  out  in  May  seeking  a  26% 
wage  increase  to  bring  eastern  salaries 
closer  to  western  levels. 

But  the  broad  outlines  of  a  new  social 
contract  are  appearing.  Despite  the  east- 
ern labor  stress,  union  leaders  are  now 
hinting  that  they  would  be  willing  to  trade 


STRIPPING  OUT  COSTS: 
MERCEDES  IS  RUSHING 
OUT  PRODUCTS  THAT  CAN 
COMPETE  ON  PRICE,  NOT 
JUST  STYLE  AND 
ENGINEERING 


wage  moderation  and  greater 
job  flexibility  for  a  stake  in 
German  corporate  profits.  And 
in  coming  months,  Chancellor 
Helmut  Kohl  is  expected  to 
slash  government  spending, 
cut  business  taxes,  spur  dereg- 
ulation, and  privatize  the  state 
phone  monopoly  DBP  Telekom. 
sea  change.  But  the  politi- 
cians are  not  the  driving  force 
behind  Germany's  economic 
revolution.  Corporate  Germany 
itself  is  the  No.  1  actor.  Manu- 
facturers have  shed  500,000 
workers  since  early  1992,  as 
they  have  sought  to  ease  the 
sting  of  Germany's  $25.21-an- 
hour  production  costs  (charts). 
They  are  also  going  global  with 
a  vengeance.  Germans  are 
opening  plants  in  eastern  Eu- 
rope, China,  and  South  Carolina 
to  tap  into  cheaper  labor,  serve 
faster-growing  markets  from 
local  bases,  and  concentrate  do- 
mestic efforts  on  high-technol- 
ogy goods.  The  move  abroad 
may  undermine  Germany's  rep- 
utation for  producing  top-quali- 
ty items.  But  manufacturers 
are  undeterred. 

Labor  flexibility  is  only  part 
of  the  equation.  Management 
ranks  are  being  flattened  to 
speed  decision-making.  And  executives, 
engineers,  and  factory  workers  alike  are 
rethinking  the  entire  way  they  design,  pro- 
duce, and  market  everything  from  cars  to 
environmental  cleanup  gear.  That's  lead- 
ing managers  into  a  sea  change.  For  the 
first  time,  they're  being  governed  by  what 
the  market  wants  instead  of  what  engi- 
neers think  consumers  need. 

Why  are  the  Germans  being  shocked  so 
suddenly'.'  Part  of  the  reason  is  that  the  re- 
unification binge  concealed  the  need  for 
the  structural  changes  required  to  respond 
to  the  U.  S.,  Japan,  and  even  France.  With 
domestic  demand  booming,  competitive  re- 
tooling was  hardly  a  priority.  But  now  that 
recession  has  sunk  in,  there  is  little  escape 
from  the  imperative  to  become  competi- 
tive. Much  of  that  effort  is  centered 
around  the  four  big  industries — autos,  ma- 
chinery and  machine  tools,  electrical  engi- 
neering, and  chemicals — that  account  for 
60%  of  Germany's  $425  billion-a-year  ex- 
port trade.  At  the  forefront  of  competition 
from  Asia,  the  U.  S.,  and  eastern  Europe, 
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NEW  TECHNOLOGIES: 
METALLGESELLSCHAFT'S  ALUMINUM- 
WASTE  RECYCLING  IS  BUT  ONE 
EXAMPLE  OF  A  NEWFOUND  ABILITY  TO 
BRING  APPLIED  SCIENCE  TO  MARKET 


they  now  are  the  acid  test  for  Germany's 
makeover. 

Carmakers  and  their  suppliers  alone  ac- 
count for  nearly  $1  of  every  $5  in  German 
exports.  With  1.6  million  workers,  they're 
also  the  nation's  biggest  employer.  But 
now,  with  everyone  from  Toyota  to  Peu- 
geot to  General  Motors  eating  their  lunch, 
German  auto  makers  are  embarking  on 
radical  shock  therapy  to  restore  their 
edge.  Take  Volkswagen.  To  CEO  Ferdi- 
nand Piech,  the  company  is  in  a  "crisis." 
No  wonder:  The  highest-cost  big-volume 
car  producer  in  Europe,  it  made  3.5  million 
vehicles  last  year,  yet  it  couldn't  earn  a 
pfennig.  So  Piech  is  getting  tough.  Since 
taking  over  on  Jan.  1,  he  has  cut  vw's 
plant  spending  in  half,  to  $3.8  billion,  and 
is  slashing  its  work  force  by  36,000,  or 
14%.  He  is  also  orchestrating  a  savage 
campaign  to  shrink  vw's  $33  billion  annual 
supply  bill. 

profit  skid.  This  spring,  Piech  won  away 
General  Motors  Corp.  purchasing  czar 
Jose  Ignacio  Lopez  de  Arriortua  with  a  ru- 
mored $20  million  package.  At  CM,  Lopez 
won  acclaim — and  plenty  of  fear — for 
browbeating  parts  makers  into  reducing 
prices.  Now,  he's  demanding  vw's  supplier 
corps  cut  prices  as  much  as  50%.  In  so  do- 
ing, estimates  Bank  Julius  Baer  analyst 
Carmen  Domenech,  Lopez  may  be  able  to 
save  $4.8  billion  a  year. 


Mercedes-Benz  is  also  moving.  The 
whipping  that  the  Japanese  have  delivered 
to  German  luxury-car  makers  was  particu- 
larly humbling  to  its  CEO,  Helmut  Werner. 
Last  year,  as  Mercedes'  profits  skidded 
45%,  execs  were  stunned  to  discover  that 
their  production  costs  were  35%  higher 
than  Japan's.  In  response,  Werner  de- 
clared his  cars  "overengineered"  and  or- 
dered up  a  new  line  that  more  consumers 
can  afford.  One  answer  will  appear  in 
showrooms  later  this  year:  an  amenity- 
packed  "C-class"  sedan  that  will  cost 
about  the  same  as  the  less-well-equipped 
190-series  model  it  replaces.  And  close  on 
the  heels  of  BMW's  move  to  build  an  as- 
sembly line  in  Spartanburg,  S.  C,  Mer- 
cedes is  preparing  to  open  its  first  U.  S. 
auto  plant  to  build  sport  utility  vehicles. 

The  auto  producers'  battle  to  remain 
competitive  is  having  a  profound  effect  on 
the  Mittelstand,  which  generates  half  of 


Germany's  GDP.  Facing  the  end  of  fat  cc 
tracts,  these  smaller  companies  are  dev 
ing  new  methods  so  they,  too,  can  survn 
That's  the  story  at  Allgaier-Werke, 
auto-tool  maker  25  miles  from  Stuttga 
Forced  to  slash  its  prices  as  much  as  30 
it  has  switched  to  "concurrent  enginei 
ing"  involving  teamwork  with  BMW  a: 
other  customers.  That  allows  Allgaier 
suggest  changes  as  cars  are  being  c 
signed.  One  such  change  permitted  BMW 
cut  from  eight  to  three  the  number 
steps  it  needs  to  stamp  fenders. 
"iron  grip."  If  regaining  competith 
ness  in  autos  is  vital  to  Germany's  pr< 
ent,  electronics  will  be  the  key  to  its  1 
ture.  Realizing  that,  Siemens,  Bosch,  a: 
Daimler's  AEG  unit — the  big  three  of  el< 
trical  equipment  and  electronics — a 
rushing  to  retake  lost  markets  and  cc 
quer  new  ones.  The  Germans  are  investii 
billions  in  chip  technology.  But  instead 
building  basic  low-margin  chips,  they  a 
focusing  on  highly  profitable  complex  sj 
terns  built  around  application-specil 
chips.  Those  include  such  products  as  an 
lock-brake  systems  and  airbags.  Last  yes 
for  example,  AEG  opened  a  $2  billion  mici 
electronics  joint  venture  with  Deutsc 
Aerospace.  "We  have  to  keep  an  iron  gr 
on  the  intelligent  part  of  a  car,"  says  A] 
chief  Ernst  G.  Stock!. 

The  strategy  plays  to  Germans'  adro 
ness  in  engineering  complex  systems.  B 
to  win  in  new  markets,  they  will  have  to  i 
more.  Just  ask  giant  Siemens,  whose  b 
reaucracy  was  renowned  for  hamstringii 
innovation  and  making  the  customer  tl 
last  priority.  When  private  competition 
dbp  Telekom  was  allowed  in  1992,  Sieme: 
was  thrust  into  competition  against  L.  1 
Ericsson  and  Motorola  Inc.  as  phone  use 
clamored  for  sleeker — and  cheaper — dij 
tal  units.  To  keep  its  customers,  Sieme: 
had  to  engineer  a  digital  phone  selling  f 
$1,150,  an  eighth  of  its  predecessor's  pric 

Next  time  around,  Siemens  may  be  fir 
out  of  the  gate.  Since  1989,  it  has  flattem 
management  and  created  hundreds 
profit  centers.  Siemens'  private  commui 
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ions  group  cut  product-devel- 
nent  time  by  30%  last  year 
i  is  now  gunning  for  40%.  In 
ulouse,  France,  it  has  halved 
)duction  time  for  electronic 
tor  controls.  A  leaner  Sie- 
ns  is  also  winning  big  orders 
Asia,  a  key  market  growing 
10%  a  year.  In  1994,  it  will 
art  producing  300,000  mobile 
ones  a  year  in  Shanghai. 
The  sales  surge  is  making  ri- 
ls  take  notice.  Siemens  recent- 
snatched  a  Greek  order  for 
omarine  telecommunications 
)le  away  from  Alcatel  by  un- 
xutting  the  French  compa- 
I  bid  by  20%.  "They're  re- 
ading quickly  in  the  market, 
dch  is  not  business-as-usual," 
p  Alcatel  Cable  Chairman 
lude  Bovis.  "Siemens  has  become  closer 
the  customer — and  more  efficient." 
Electronics  makers  also  are  ditching  the 
1  tradition  of  producing  from  start  to 
ish  in  Germany.  To  save  money,  AEG 
irted  making  cases  for  high-voltage 
wer-plant  transformers  in  Poland, 
eece,  and  Turkey  last  year  instead  of  in 
rmany.  So  now,  a  truck  leaves  Istanbul 
ery  month  headed  for  Berlin,  carrying 
e  enormous  steel  casing  for  aeg's  top- 
the-line,  400-ton  transformer.  Once  the 
sing  hits  Berlin,  German  workers  install 
i  high-priced  electronic  circuits  that 
ike  the  unit  work. 

As  Germany's  electronics  giants  repro- 
am  themselves,  metals  producers  and 
ler  old-line  industries  are  going  high- 
:h  in  search  of  business.  Hit  hard  by  col- 
King  steel  orders,  for  example,  Thyssen 

0  Heinz  Kriwet  is  jumping  into  mobile 
ones.  A  Thyssen-led  consortium  includ- 

1  BellSouth  Enterprises  Inc.  is  spending 
.4  billion  to  build  Germany's  third  mo- 
e-phone  network.  The  network  will 
?ate  8,000  new  jobs  and  may  garner 
nual  revenues  of  $1.2  billion  by  the 
cade's  end. 

5  shift.  Then  there's  Metallgesell- 
tiaft  (MG),  Europe's  largest  nonfer- 
us  metals  company.  In  five  years, 
:o  Heinz  Schimmelbusch  has  spent 
.6  billion  to  buy  recycling,  pollution- 
ntrol,  and  decontamination  compa- 
?s.  MG  is  now  one  of  the  largest  en- 
ronmental-services  groups  in 
irope,  with  sales  of  $3  billion.  Laws 
quiring  waste  recycling  play  into 
himmelbusch's  green  strategy.  MG 
the  only  company  in  the  world  with 
e  technology  to  recycle  highly  toxic 
aminum-slag  waste. 
To  usher  in  this  new  era  and  help 
inufacturers  compete  in  new  indus- 
es  as  well  as  old,  labor  and  govern- 
;nt  leaders  are  working  together, 
ley  are  moving  to  chip  away  at  the 
strictive  work  rules  and  lavish 
nefits  that  middle-income  Germans 


AFTER  THE  RESTRUCTURING 


The  new  German  model  will: 


1  Rely  more  heavily  on  cheaper  manufacturing  bases; 
more  goods  will  be  made  outside  Germany 


Demand  much  greater  flexibility  with  labor  costs, 
work  rules,  and  social  requirements  at  home — in  effect 
creating  a  new  social  pact 


Concentrate  on  delivering  what  consumers  want/not 
on  making  expensive,  overengineered  products  , 


Move  into  newer,  higher-value-added  technologies 


Depend  on  a  much  more  deregulated  and  privatized 
economy  with  more  opportunities  for  private  enterprise 


have  come  to  regard  as  their  birthright.  If 
those  are  to  be  contained,  unions  will  have 
to  settle  for  as  much  as  a  decade  of  wage 
stagnation.  That  may  lead  to  the  first  big 
shift  in  labor-management  relations  in 
years.  Despite  fiery  rhetoric  during  the 
eastern  German  walkout,  metalworkers' 
chief  Franz  Steinkiihler  may  trade  more 
job  flexibility  and  less  generous  wage 
hikes  for  government  aid  to  emerging  in- 
dustries and  a  share  of  employers'  earn- 
ings for  his  3.4  million  members. 

It's  too  late  for  organized  labor  in  Amer- 
ica to  consider  such  a  trade-off,  but  the 
different  position  of  unions  in  Germany 
means  that  leaders  such  as  Steinkiihler 
have  a  unique  interest  in  making  sure  Ger- 
many regains  its  competitiveness.  In  no 
other  industrialized  country  is  labor  so  in- 
volved in  corporate  governance.  Workers 
control  up  to  a  third  of  the  seats  of  big 
companies'  supervisory  boards,  giving 
them  a  major  say  on  everything  from  the 
selection  of  CEOs  to  restructurings  and 


layoffs.  Steinkiihler,  for  in- 
stance, is  deputy  chairman  of 
vw.  As  such,  he  helped  select 
the  two  men — CEO  Piech  and  Lo- 
pez— who  are  now  savaging  the 
auto  maker's  payroll.  But  ques- 
tions over  his  role  in  an  alleged 
insider-trading  scandal  may  di- 
minish his  power.  Steinkiihler, 
who  is  also  a  Daimler  Benz 
board  member,  admitted  earn- 
ing $38,000  trading  shares  in  a 
Daimler  company.  He  denies 
any  impropriety. 

Germany's  economic  turmoil 
is  breeding  a  distinctively  Ger- 
man-style effort  to  come  to 
grips  with  an  economic  crisis  the 
nation  never  expected.  But  it's 
one  Germans  must  confront 
with  sudden  intensity.  They  are 
being  asked  to  make  huge  competitive 
strides  of  a  sort  that  the  U.  S.  and  Japan 
are  making.  The  success  of  this  catch-up 
depends  on  nothing  less  than  reawakening 
the  German  spirit  that  rebuilt  the  country 
after  World  War  II. 

The  risk  is  that  years  of  prosperity 
mean  German  business,  labor,  and  govern- 
ment won't  be  willing  to  make  the  sacri- 
fices that  have  made  the  German  economic 
model  work.  But  as  each  day  passes,  evi- 
dence is  mounting  that  the  Germans  will 
agree  to  adjust  the  underpinnings  of  their 
system  to  preserve  their  prosperity. 

By  John  Templeman  and  Gail  E.  Schares 
in  Bonn,  with  Jonathan  Levine  in  Paris 
and  William  Glasgall  in  New  York 


NEW  SOCIAL  CONTRACT:  IG  METALL 
BOSS  STEINKIIHLER  WILL  BE  KEY  TO 
CHARTING  LABOR'S  ROLE  IN  A  WORLD 
OF  LESS  GENEROUS  WAGES  AND  MORE 
FLEXIBLE  WORK  RULES 
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Imagine  sitting  down  at  yout 
PC  and  getting  right  to  work. 

Say  it's  time  for  your  monthly 
report.  With  a  click  of  the  mouse, 
you  open  up  your  word  processor 
and  jot  down  your  thoughts. 

You  open  a  spreadsheet.  Pull  in 
the  East  Coast  figures  from  Chris 
down  the  hall.  Maybe  turn  them  in- 
to a  chart.  You  add  a  final  flash  of 
brilliance  and  you  re  done. 

Now  you  have  a  feel  for  what 
it's  like  to  work  with  the  Microsoft" 
Windows""  operating  system. 

Suddenly,  dreaded  projects  are 
manageable.  Dare  we  say,  easv. 

And  since  all  Windows  programs 
look  alike  and  act  aJike,  once  you 
know  one  program,  you're  well  on 
your  way  to  knowing  them  all. 

Of  course,  you  can  still  use  your 
old  favorite  programs  and  files 
from  the  MS-DOS  operating  sys- 
tem alongsicle  your  new  ones. 

Visit  your  local  computer  store 
to  learn  more  about  Windows.  Or 
ask  a  friend. 

After  all,  isn't  there  something 
other  than  your  computer  you'd 
rather  be  thinking  about?  Lets  say, 
that  promotion? 


TACKLE  YOUR  WORK 

INSTEAD  OF 
YOUR  COMPUTER. 


Making  it  easier 


©  W  Microsoft  Ccrror.it.un  All  rights  reserved.  Printed  in  the  USA  For  information:  In  the  Mi  United  States, 
1 426-9400;  in  Canada,  call  (80<»  SM-904K,  outside  the  so  United  States  .ind  m  (  anada.  eall  (206)93641661  Microsoft  and  MS-DOS  operating  system 

are  registered  trademarks  and  Windows  and  rhe  Windows  logo  are  trademarks  ol  Microsoft  <  olporarion 


DAEWOO  IN  SONORA:  TO  BENEFIT  FROM  NAFTA,  THE  COMPANY  IS  ASSEMBLING  TELEVISIONS  IN  MEXICO 


THE  KOREAN  TIGER 
IS  OUT  FOR  BLOOD 


As  Japan  struggles,  Korea  shows  its  claws  in  consumer  electronics 


Working  in  the  hills  of  the 
South  Korean  township  of  Ki- 
hung,  Samsung  Group  re- 
search engineers  are  engaged  in  a  quiet 
battle  to  beat  the  Japanese  to  the  punch. 
They  are  sinking  huge  sums  into  devel- 
oping a  digital  videodisk  player  they 
hope  will  replace  the  traditional  VCR  just 
as  the  compact-disk  player  made  the  old 
turntable  history.  Although  the  proto- 
type looks  as  big  as  a  refrigerator, 
Samsung  engineers  expect  to  scale  the 
size  down  to  that  of  a  regular  VCR  by 
1995. 

Samsung's  competitive  gamble  is  a 
clear  sign  that  Korea's  consumer  elec- 
tronics industry  is  going  on  the  attack. 
Last  year,  worldwide  recession  and  keen 
competition  from  developing  countries 
cut  Korea's  consumer  electronics  ex- 
ports by  2%.  But  now,  Samsung  and  the 
two  other  major  Korean  electronics  gi- 
ants— Goldstar  Co.  and  Daewoo  Elec- 
tronics Co. — are  looking  strong.  They 
are  benefiting  from  Japan's  muscular 
yen,  new  markets,  and  the  startup  of 
production  facilities  in  Europe  and  Mexi- 
co. To  top  it  off,  the  Korean  market, 
which  accounts  for  40%  of  their  sales, 
has  improved  dramatically. 

It  also  doesn't  hurt  that  Japan,  Ko- 
rea's chief  competitor,  is  in  a  slump.  A 
10%  increase  in  the  yen's  value  boosts 
Korean  exports  by  8%,  according  to  a 
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government  forecast.  And  persistent 
quality  problems  have  hamstrung  a  Jap- 
anese strategy  to  grab  global  market 
share  through  Southeast  Asian  trans- 
plants. In  fact,  the  Koreans  are  even 
starting  to  make  headway  in  the  Japa- 
nese market.  Exports  by  the  three  Kore- 
an companies  to  Japan  rose  by  40%,  to 
$156  million  in  this  year's  first  quarter. 
taping  power.  Buoyed  by  the  good 
news,  Korea's  electronics  companies  are 
scheming  to  take  the  Japanese  on  in 
risky,  cutting-edge  products.  One  exam- 
ple is  the  Samsung  digital  videodisk 
player,  which  has  twice  the  capacity  of 
existing  disk  players  and  can  record. 
Japanese  and  European  companies  are 
racing  to  develop  the  same  types  of 
products,  but  Samsung  is  banking  on  a 
technological  head  start,  as  well  as  man- 


ufacturing and  pricing  advantages 
"We  will  be  in  a  position  to  com 
pete  if  and  when  the  Japanesi 
makers  begin  marketing  one,' 
says  a  Samsung  executive. 

Developing  such  sophisticate! 
products  can  be  exorbitantly  ex 
pensive — up  to  $50  million  for  thi 
digital  disk  player.  To  improvi 
their  cash  flow,  Samsung  and  th< 
other  Korean  companies  want  t< 
grab  footholds  in  growing  market 
of  the  former  Soviet  Union,  Paki 
stan,  and  China,  where  their  lower 
priced  products  are  popular.  East 
ern  Europe,  for  example,  if 
emerging  as  a  major  market  fo: 
the  Koreans.  Their  exports  then 
rose  by  200%,  to  $197  million  in  th 
first  quarter  of  1993.  The  Korean: 
are  expanding  in  other  new  mar 
kets,  such  as  Uzbekistan,  Russia 
Thailand,  and  Vietnam. 

The  Koreans  expect  offshon 
production  facilities  to  pay  of 
handsomely.  In  Europe  alone,  the; 
have  invested  about  $600  million  ti 
avoid  antidumping  actions  that  havi 
hurt  exports.  Daewoo  spent  more  thai 
$197  million  in  France  to  make  color  TVi 
and  microwave  ovens.  Samsung  has  ex 
panded  production  in  Britain  and  Spain 
and  Goldstar  has  a  facility  in  Germany 
All  three  also  have  set  up  plants  in  Mexi 
co  to  take  advantage  of  the  North  Amer 
ican  Free  Trade  Agreement.  "Througl 
exports  alone,  we  cannot  gain  a  sizabli 
market  share,"  says  Kim  Hun,  executivi 
managing  director  of  Samsung  Electron 
ics  Co. 

The  Koreans  also  have  seen  dramatii 
improvement  in  their  domestic  market 
And  to  beef  up  Korea's  research  an< 
development,  the  government  is  offering 
subsidies.  Seoul  has  kicked  in,  for  exam 
pie,  to  help  three  Korean  electronics 
companies  develop  high-definition  T\ 
tubes.  It's  paying  off.  In  April,  the  com 
panies  unveiled  a  prototype  picture  tub< 
that  may  give  the  Koreans  a  promising 
start  in  HDTV. 

But  they  have  a  long  way  to  go.  The) 
still  are  dependent  on  Japan  for  mam 
high-tech  parts.  A  study  by  the  Ham 
Research  Institute  in  Seoul  concludes 
that  Korea  has  attained  only  80%  of  Ja 
pan's  technology  level  in  electronics. 

Many  analysts  believe  Korea's  elec 
tronics  industry  is  at  a  critical  juncture 
Since  it  accounts  for  nearly  30%  of  man 
ufactured  exports  and  employs  mon 
than  10%-  of  the  nation's  factory  work 
ers,  the  industry  is  simply  too  importan 
and  too  powerful  for  the  governmen 
not  to  support  it.  The  Koreans  will  neec 
all  the  help  they  can  get  if  they  are  t( 
top  the  Japanese  in  the  high-stakes 
game  of  consumer  electronics. 

By  Laxmi  Nakarmi  in  Seoul,  wit) 
Patrick  Oster  in  Brussels 
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VHO  CAN  PUT  EUROPE'S 
IUMPTY-DUMPTY  TOGETHER  AGAIN? 


t  should  be  the  moment  of  triumph  for  European  Commu- 
nity chief  Jacques  Delors.  By  finally  ratifying  the  Maas- 
tricht Treaty  on  European  union  on  May  18,  Denmark's 
ters  have  all  but  assured  that  Britain,  Europe's  last  holdout, 
11  also  sign  on.  But  just  as  Delors'  master  plan  for  Europe  is 
ling  into  place,  it  is  looking  increasingly  obsolete. 
When  EC  leaders  unveiled  the  unity  treaty  in  the  Dutch 
vn  of  Maastricht  in  late  1991,  they  promoted  it  as  the  blue- 
int  for  a  post-cold  war  Europe.  A  unified  monetary  system, 
inned  for  the  end  of  the  decade,  was  to  help  transform 
irope  into  an  economic  superpower 
rival  Japan  and  North  America, 
ere  seemed  to  be  no  stopping  the 
,  which  expected  to  draw  in  new 
anber  states,  from  Scandinavia  to 
istern  Europe,  and  gradually  to 
splace  the  U.  S.  as  the  Continent's 
fender. 

Now,  the  window  for  putting  such 
ambitious  plan  in  place  has  closed, 
trope's  political  leaders  are  tuni- 
ng everything  from  implementing 
irope's  single  market  to  the  deba- 
;  of  the  former  Yugoslavia.  And 
cession  and  rising  unemployment 
ve  made  it  nearly  suicidal  for  gov- 
nments  to  stay  on  course  for  a  monetary  union  built  on  Ger- 
m-style financial  discipline.  "There's  no  doubt  that  a  com- 
itely  new  agenda  has  to  be  prepared  with  a  more  realistic 
netable,"  says  Unilever  Chairman  Michael  S.  Perry. 
But  post-Maastricht  Europe  will  turn  out  to  be  a  far  more  ad 
c  affair  than  originally  envisioned.  With  political  union  now 
distant  dream,  the  growing  clout  of  Europe's  regional  econom- 
areas  will  further  erode  Brussels'  role  as  Continental  maes- 
).  While  a  smaller,  de  facto  monetary  union  may  yet  emerge 
northern  Europe,  it  will  be  dominated  by  the  German  Bun- 
sbank.  In  fact,  without  a  strong  EC,  Germany  is  likely  to  call 
e  economic  tune  on  the  Continent.  That  will  cause  others, 


particularly  the  French,  to  worry  about  its  unchecked  power. 

There  is  little  sign  of  pro-unity  forces  regaining  the  initia- 
tive anytime  soon.  If  anything,  European  disunion  is  growing. 
While  the  EC  gave  Denmark  the  right  to  opt  out  of  both 
monetary  union  and  a  common  defense  policy  in  order  to  get 
voters  on  board,  Danish  opponents  of  Maastricht  still  greeted 
its  approval  with  rioting!  Although  Britain  will  likely  ratify 
Maastricht,  opposition  there  runs  deep.  Even  France,  a  core 
EC  country,  is  foot-dragging  on  dismantling  border  controls  be- 
cause of  fears  of  immigration  and  cross-border  crime.  New  as- 
pirants to  the  EC,  such  as  Austria 
and  Sweden,  are  getting  queasy  and 
will  be  more  likely  to  insist  on  their 
own  special  deals  in  return  for  joining 
the  fold. 

survival.  In  Brussels,  the  bitter  pro- 
cess of  getting  Maastricht  ratified 
has  all  but  paralyzed  the  EC  bureau- 
cracy. Delors'  effectiveness  has  dwin- 
dled as  Maastricht  has  floundered. 
Pressure  from  France  for  him  to 
abandon  Brussels  for  a  run  in  the 
French  presidential  elections  in  1995 
has  made  him  seem  like  a  lame  duck 
at  the  EC. 

No  one  is  filling  the  leadership  vac- 
uum. One  might  think,  for  instance,  that  European  leaders 
would  move  to  shore  up  the  fledgling  democracies  on  their 
eastern  flank.  But  with  the  EC  economy  projected  to  shrink  by 
as  much  as  1%  this  year,  pressure  is  building  instead  to  close 
EC  markets  to  countries  such  as  Poland  and  Hungary.  While 
such  moves  may  seem  incredibly  shortsighted,  politicians  are 
a  lot  more  worried  about  their  own  political  survival  than  they 
are  about  acting  like  statesmen.  That  is  why  Europe  is  likely 
to  witness  a  lot  more  parochialism  than  grand  vision  for  the 
next  couple  of  years. 

By  Bill  Javetski  in  Paris  and  Richard  A.  Melcher  in  London, 
with  Patrick  Oster  in  Brussels 
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ROD!  RETURNS  TO  IRI 


Italy's  multibillion-dollar  privatization 
program  stands  to  get  a  big  boost 
rom  the  appointment  of  Romano  Pro- 
li  as  chairman  of  Istituto  per  la  Ri- 
ostruzione  Industriale  (IRI),  the  loss- 
)lagued  state  holding  company.  Prodi 
leld  the  top  job  once  before,  from  1982 
o  1989,  at  mi,  a  diversified  group  with 
>53  billion  in  sales.  He  now  succeeds 
Yanco  Nobili,  who  was  arrested  on 
;orruption  charges.  Prodi  favors  a 
)road  sell-off  of  key  IRI  holdings,  such 
is  telecommunications  group  stet  and 
mgineering  giant  Finmeccanica.  For 
wo  years,  the  country's  political  par- 
ies have  held  up  moves  to  privatize 


parts  of  Italy's  vast  public  sector,  keep- 
ing tight  control  of  the  state-owned 
companies.  With  the  parties  reeling 
from  the  country's  huge  corruption 
scandal,  Prodi  will  have  a  freer  hand. 

TAXING  NAFTA  

I  ouse  Majority  Leader  Richard  A. 
I  Gephardt  (D-Mo.),  other  fence-sit- 
ting Democrats,  and  environmental 
groups  are  insisting  that  the  Clinton 
Administration  agree  to  a  cross-bor- 
der tax  or  some  other  revenue  mecha- 
nism to  pay  for  the  North  American 
Free  Trade  Agreement.  They  are  pri- 
vately circulating  estimates  of  up  to 
$30  billion  for  the  costs  of  environmen- 
tal cleanup  in  border  states  and  re- 


training U.  S.  workers  whose  jobs  mi- 
grate to  Mexico.  Both  the  Administra- 
tion, which  opposes  a  cross-border  tax 
as  the  antithesis  of  free  trade,  and  the 
Congressional  Budget  Office  think 
those  numbers  are  way  too  high. 

RUSSIAN  CAPITAL  

The  Russian  central  bank  has  held  its 
first  treasury-bill  auction.  Although 
only  $800,000  was  raised,  the  sale  is 
viewed  as  laying  the  groundwork  for  a 
securities  market.  The  three-month 
bills  carry  a  16.8%  coupon— not  a  great 
bargain,  considering  that  inflation  is 
running  at  20%  a  month  and  that  in 
one  recent  week  the  ruble  plunged 
20%  against  the  dollar,  to  934. 
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Why  PowerBook  is  popular 
with  people  who  know  nothing 
aoout  computers. 


Always  in  touch.  By  adding 
ippleTalk  Remote  Access  software 
and  an  internal  fax/modem, 
users  slav  connected  to  all  the 
network  resources. 


Eye-catching  presentations. 

■l/'/i/c  QuickTime' software  makes  it 
easy  for  PowerBook  users  to  put  on 
a  dramatic  display  anywhere,  with 
video,  animation  and  sound 


Service  at  your  fingertips.  Apple's 
toll-free  repair  hotline  ensures  that 
PowerBook  owners  have  access 
to  fast  service  anywhere  in  the  U.S. 


Fits  any  business.  PowerBook 
can  run  thousands  of  Macintosh 
programs  and.  with  software 
like  SoftPC.  thousands  of  MS-DOS 
programs,  too. 


Highly  compatible.  With  the  built-in 
.\pple  SuperDrive"  and  the  right  software. 
PowerBook  can  read  from  and  write  to 
MS-DOS  disks. 


There  are  literally  hundreds 
of  technical  reasons  why  our  Apple 
PowerBook  "computers  are  the  country's 
best-selling  notebooks.  But  the  biggest  reason  isn't  technical  at  all. 

That  is,  anyone  can  pick  up  a  PowerBook  and  get  things  done  right 
away.  Theres  no  need  to  learn  strange  commands  or  deal  with  confusing 
system  configuration  files,  as  there  is  with  other  notebooks. 

And  because  PowerBook  computers  are  so  easy  to  use,  they  get  used 


more  often.  Which  can  help  make  people  noticeably  more  effective  in 
their  work  and  more  successful  in  reaching  their  goals. 

No  matter  how  far  PowerBook  users  travel,  they  can  easily  retrieve 
files  from  their  desktop  computers.  Access  information  from  the  company 
database.  Exchange  e-mail  messages.  Even  send  and  receive  faxes. 

Now  people  in  every  kind  of  business  are  using  PowerBook  to  make 
dramatic  leaps  in  productivity.  They're  finding  it  doesn't  matter  how  much 
they  know  about  computers  —  as  long  as  they  have  the  right  computer. 


©  1993 AppM  Computer ,  toe  All  rights  reserved  Apple.  tbeJIppkhgO,  \pplefalk.  Macintosh  and  "Tie  power  to  be  your  bed"  are  registered  trademark,  of  Apple  Computer  Inc  Apple  SuperDrive,  PowerBook,  PouerBook/D 


Why  PowerBookis  popular 
with  people  who  know  everything 

about  computers. 


An  easy  decision.  PowerBook  is 
easier  for  a  company  to  set  up 
and  easier  for  people  to  use  —  so 
it's  easier  to  support. 


Fits  into  the  office.  The  optional 
Pou vr Book/ DOS  Companion" package 
provides  software  and  connectors  to 
in  irk  with  MS-DOS  files,  printers  and 
displays  wu  already  own. 


Tailored  to  everyone.  PowerBook. 
computers  ore  the  affordable  way 
to  give  a  full-featured  notebook  to 
everyone  in  the  company  —  from 
the  sales  force  to  the  CEO. 


\  range  of  choices.  Four  models  with 
built-in  floppy  drives  offer  a  choice 
of  screens  (black-and-white,  gray-scale 
or  color),  video-out  capability  and 
Processor  speeds.  1U'o  PowerBook  Duo 
models  turn  into  expandable  desktop 
systems  when  used  with  the  Duo  Dock. 


Simple  connections.  PowerBook 
bos  a  full  set  of  built-in  pork 
md  easy-to-use  communication 
software,  so  users  stay  connected 
wherever  they  go. 


nm 
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PowerBook  has  also  built  a  large  following  among  the  worlds  most 
discriminating  computer  audience:  people  like  you,  whose  business  it 
is  to  know  computers  inside  and  out  and  who  make  the  hard  decisions 
about  their  companies'  information  systems. 

That's  because,  unlike  other  notebooks,  PowerBook  is  more  than 
a  miniaturized  version  of  a  desktop  computer.  Its  award-winning  design 
acknowledges  that  there  is  a  fundamental  difference  between  the  way 
people  work  at  their  desks  and  the  way  they  work  outside  of  the  office. 


With  its  extraordinary  ease  of  use,  PowerBook  takes  client-server 
computing  to  a  new  level  of  simplicity  and  mobility.  From  any  distance, 
people  can  use  innovations  like  AppleTalk*  Remote  Access  for  easy  and 
secure  access  to  the  office  network  resources.  And  because  PowerBook 
is  less  complicated  than  other  notebooks,  it  demands  far  less  support. 

For  all  these  reasons,  more  and  more  companies  are  depending  on 
PowerBook.  After  all,  you  don't  have  to  be  an  expert  to  »  i 
recognize  this  kind  of  power.  The  power  to  be  your  best!  /lDplc 
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CAMPAIGNS  I 


DYNASTY?  KATHLEEN  BROWN'S 
DAZZLING  EDGE 


She  could  be  the  third  in  her  family  to  govern  California 


Gushing  with  affection,  Warren 
Beatty  warmed  up  a  crowd  of 
Kathleen  Brown  fans  at  a 
$l,000-a-plate  fund-raiser  in  San  Francis- 
co last  December  by  revealing  that  he 
once  took  her  on  a  date— to  a  similar 
event  when  her  big  brother,  Jerry,  was 
running  for  governor.  But  before  Beatty 
could  finish.  Brown  brought  down  the 
house  by  playfully  scolding  him  for  not 
mentioning  what  really  happened:  He 
never  even  got  a  goodnight  kiss.  Brown 
fended  off  the  notori- 
ous womanizer  by  po- 
litely asking  Beatty  to 
give  the  babysitter  a 
lift  home. 

A  lot  of  California 
Democrats  are  lining 
up  to  kiss  Kathleen 
Brown  these  days.  A 
party  heartthrob  since 
winning  election  in 
1990  to  the  tradition- 
ally humdrum  state 
treasurer  job,  the  47- 
year-old  Brown  has  all 
but  been  anointed  by 
the  party  power  struc- 
ture as  their  1994  gu- 
bernatorial nominee. 
And  why  not?  Charis- 
matic, telegenic,  and 
the  latest  in  a  politi- 
cal dynasty  that 
boasts  her  father  and 
brother  as  former  governors,  Brown  has 
raised  a  staggering  $3  million  for  the 
race,  even  though  she  won't  officially 
declare  until  the  end  of  the  year.  And 
wounded  Republican  incumbent  Pete 
Wilson  looks  to  be  an  easy  target. 

Still,  the  race  is  18  months  off,  and 
California  has  a  way  of  going  against 
the  odds.  It's  no  sure  thing  that  Brown 
will  follow  hei-  father,  Edmund  G.  "Pat" 
Brown,  or  her  brother  to  the  statehouse. 
"ALL  OUT."  For  starters,  few  front-run- 
ners ever  started  off  so  unknown.  Sure, 
California's  15  million  voters  know  the 
Brown  name.  But  they  don't  know  what 
Kathleen  Brown  stands  for.  The  state 
treasurer  job  keeps  her  largely  glued 
to  her  office  or  chatting  up  Wall  Street- 
ers.  Indeed,  according  to  a  recent  poll 


done  for  the  San  Francisco  Examiner, 
Brown  would  narrowly  beat  Wilson  in  a 
one-on-one  contest— but  only  because  the 
beleaguered  governor's  numbers  are  so 
pathetic.  And  the  poll  shows  Brown  run- 
ning head-to-head  with  Insurance  Com- 
missioner John  Garamendi  for  the  Dem- 
ocratic nomination. 

Garamendi  may  lack  Brown's  early 
party  backing,  but  he's  a  bona  fide  oppo- 
nent. On  his  first  day  on  the  job  in  1991, 
Garamendi  started  a  war  with  the  un- 


she  actually  would  do  as  governor.  In| 
stead,  she  mouths  lines  from  her  rousing 
stump  speeches,  which  are  pumped  witl- 
optimistic  visions  of  California's  high 
tech  future.  Evoking  the  glory  days  o 
the  state  when  her  father  put  legions  U 
work  building  its  highways,  aqueducts 
and  universities,  Brown  sees  California 
reinventing  itself  with  such  new  indus 
tries  as  high-speed  trains  and  environ 
mental-cleanup  technology.  "The  Califor 
nia  Dream  isn't  dead,"  insists  Brown; 
"Anything  is  possible  in  this  state." 
"sister  moonbeam."  For  now,  all  she! 
can  point  to  is  her  solid,  but  unspectacl 
ular,  record  as  treasurer.  By  all  ac| 
counts,  Brown  has  done  competent  worH 
borrowing  the  funds  California  needs  tc 
operate  its  vast  government.  And  as  g 
trustee  of  the  state's  giant  and  powerfu 
pension  funds,  Brown  has  vocally  criti- 
cized corporations  whose  policies  she  is 
at  odds  with.  "She's  sailed  through  re 
markably  well,"  says  Lazard  Freres  & 


BROWN'S  BIO 


Stanford  University,  1969,  B.A.  history; 
Fordham  University  Law  School,  1985 


Bond  lawyer,  O'Melveny  &  Myers,  New 
York  and  Los  Angeles,  1985-87;  Commis- 
sioner of  Los  Angeles  Board  of  Public 
Works,  1987-89;  Los  Angeles  Board  of 
Education,  1 975-80;  California  Treasurer, 
1991 -present 


Married  to  Van  Gordon  Sauter,  head  of  Fox 
News  and  former  CBS  News  chief;  three 
grown  children  from  previous  marriage 


Reading,  movies,  hiking  in  Idaho,  and 
road  trips  with  Sauter  in  their  Ford  Bronco. 
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■■OWN:  MEETING 
WITH  BLACK 
LEADERS  AT  AN 
NAACP  DINNER 


popular  insurance  industry  by  announc- 
ing he  would  freeze  auto-  and  property- 
insurance  rates.  The  move  made  the 
front  page  of  every  major  paper  in  the 
state.  Garamendi  has  stoked  other  head- 
lines by  taking  on  the  savings  and  loan 
industry,  sponsoring  earthquake-insu- 
rance legislation,  and  promoting  a  state- 
wide health-care  reform  system  that  he 
boasts  will  become  the  model  for  the 
nation.  All  three  initiatives  have  yet  to 
yield  results,  and  Garamendi  has  suf- 
fered court  setbacks  in  his  auto-insu- 
rance rollback  plan.  But  California's  insu- 
rance czar  can  make  life  miserable  for 
Brown.  "Garamendi  is  going  to  go  all 
out,"  predicts  veteran  Sacramento  Bee 
columnist  Dan  Walters. 

Brown  deflects  all  questions  on  what 


Co.  senior  partner  Felix  G.  Rohatyn 
But  what  makes  Wall  Street  happj 
isn't  necessarily  what  gets  votes  in  the 
San  Joaquin  Valley.  To  prop  up  the 
state's  faltering  credit  rating  and  help 
narrow  the  $9  billion  budget  gap,  Browr 
took  the  unpopular  tack  of  proposing  tc 
extend  a  soon-to-expire  state  sales  tax 
that  Wilson  rejected.  And  she  has  scaled 
back  by  more  than  half  the  $6  billior 
she  had  planned  to  raise  this  year  tc 
help  build  new  roads  and  schools. 

Brown's  sometimes  wacky  big  brother 
could  be  another  problem.  She  will  have 
to  fight  the  flaky  "Sister  Moonbeam' 
image  Republicans  are  already  trying 
to  pin  on  her.  "Kathleen  Brown  has  nc 
experience,"  says  Republican  Partj 
Chairman  Tirso  del  Junco.  "She  hasn't 
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LookYour  Best  With 
Harvard  Graphics. 
Or  If  You  Prefer,  Well 


Get  You  Something 


No  presentation  software 
product  on  the  market  makes 
you  and  your  ideas  look  bet- 
ter than  Harvard  Graphics". 
Bar  none. 

We'll  prove  it  to  you,  risk- 
free,  with  our  ''You  Can't 
Beat  HG" guarantee:  If  you 
get  Harvard  Graphics  and 
don't  feel  that  it  helps  you 
look  your  best,  we'll  get 
you  any  of  the  less  popular 
packages  you'd  like' 

But  beware.  Once  you  try  Harvard  Graphics,  you'll 
be  spoiled.  After  all,  more  people  use  Harvard  Graphics 
than  any  other  presentation  software.  For  good  reasons, 
such  as  our  legendary  ease  of  use  and  flexibility.  And 
then  there's  our  exclusive  Harvard  Graphics  Advisor™ 


Q1  &  Q2  1992  Shipments 

WW  Windows  presentation  graphics 


program.  Free  expert  advice. 
Access  to  a  special  on-line 
service.  A  newsletter  full  of 
tips  and  shortcuts.  And  if 
you  buy  now,  you'll  also 
get  a  free  video  and  book  of 
presentation  do's  and  don'ts 
in  our  "Harvard  Graphics 
Advisor  Presentation  Pak'.' 
It's  yours  to  keep  whether 
you  stay  with  us  or  not. 

Frankly,  when  you  con- 
sider how  important  it  is  to 
show  your  ideas  in  the  best  possible  light,  we  can't 
fathom  why  you'd  want  any  less  than  the  best.  But 
we're  so  intent  on  your  sat- 
isfaction, if  you  want  less, 
we'll  get  it  for  you. 


CO^SOFTWARE1 
QXV^PUBLISHING 


For  additional  product  information  call  1-800  136-8360,  Oper.  930.  'Offers  apply  for  purchases  of  Harvard  Graphics  3.0  for  DOS  or  Harvard  Graphics  for  Window*  product  made  between  May  IS  and  August  U,  199  3  Upgrade  versions  not  eligible. 
Offers  valid  in  SO  United  States  and  Canada  only.  One  Presentation  Pak  and/or  competitive  redemption  per  purchased  unit.  All  SPG  standard  license  requirements  and  restrictions  apply  Other  conditions  apply,  mil  sp(  (  ttslomci  Service  at  t408)  988- 
7S18  for  details  and  restrictions.  Terms  of  promotion  subject  to  change  without  notice.  Void  where  prohibited  by  law  Harvard  Graphk  •>  and  the  Software  Publishing  Corporation  logo  are  registered  trademarks  and  \dvisot  is  a  trademark  of  Software 
Publishing  Corporation.  ©  1993  Software  Publishing  Corporation,  3165  Kifer  Rd ,  Santa  Clara,  CA  9S0S1.  All  rights  reserved. 
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COMPANY: 
ADDRESS: 


LIMITED  TIME  OFFER 

□  YES!  Send  me  my  FREE  Harvard  Graphics  Advisor 
Presentation  Pak.  My  original  dated  sales  receipt  is  enclosed. 

I  purchased:  □  Harvard  Graphics  3.0  for  DOS 
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LI  Harvard  Graphics  for  Windows 
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"Does  advertising  work? 
You  have  our  word  on  it." 


Russell  L.  Hanlin,  President  and  CEO,  Sunkist  Growers,  Inc. 


"An  orange. ..is  an  orange. ..is  an  orange. 
Unless,  of  course,  that  orange  happens  to 
be  a  Sunkist. 

Indeed,  a  Sunkist"  orange  is  considered 
something  quite  special.  And  this  is  due,  in  great 
part,  to  our  consistent  commitment  since  the 
day  we  began  advertising  in  1908,  to  creating 
a  brand  image. 

Today,  after  nearly  a  century  of 
advertising,  we  have  a  name  eighty 
percent  of  consumers  know  and  trust. 

It  is  a  name  synonymous  with 
excellence  and  quality.  A  name  recog- 
nized as  one  of  the  top  brand  names 
around  the  world.  And  a  name  to  be 
proud  of. 

We're  also  quite  proud  to  have 
the  longest,  one-brand  client/agency 
relationship  in  the  advertising  industry. 

Now,  what  have  advertising  and 
Sunkist  done  besides  sell  oranges, 
lemons,  grapefruit  and  tangerines? 

I'd  like  to  think  that  we've  had  an 
impact  on  America's  attitudes  towards 
health.  I  look  back  to  a  1916  print  ad 
titled, 'Drink  an  Orange' that  introduced 
the  idea  of  orange  juice  to  America. 
Sunkist  was  also  the  first  national  ad- 
vertiser to  emphasize  the  importance 
of  vitamin  C  to  the  American  public. 
At  Sunkist  we're  very  proud  of 
the  role  we've  played  in  bringing  our  particular 
brand  of  sunshine  to  the  world.  And  we're  also 
very  aware  of  the  essential  role  advertising  has 
played  in  that  endeavor.  You  have  our  word  on  it." 


American  Association  of  Advertising  Agencies 

3 


If  you  would  like  to  learn  more  about  the  power  of  advertising,  please  write  to  Department  D,  AAAA,  666  Third  Avenue,  New  York,  New  York  10017,  enclosing  a  check  for  five  dollars.  You  will 
receive  our  booklet,  /(  Works1  How  Investment  Spending  in  Advertising  Pays  Off.  Please  allow  4  to  6  weeks  for  delivery.  This  advertisement  was  prepared  by  Foote,  Cone  &  Beldmg,  Los  Angeles. 
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<en  a  strong  position  on  anything." 
She'll  have  to  do  so  soon  if  Brown  is 
ing  to  combat  Garamendi's  likely  can- 
lacy  and  the  far-fetched  but  possible 
1  by  flamboyant  House  Speaker  Willie 
Brown  Jr.  She's  already  tapping  the 
elding  California  women's  network, 
king  arms  with  newly  elected  U.  S 
nators  Dianne  Feinstein  and  Barbara 
ixer.  That's  smart— two  polls  by  Mer- 
1  Field  show  that  California  Demo- 
ats  prefer  women  candidates  over 
[ually  qualified"  men  by  wide  margins. 
>UGH-TO-GO.  Brown  is  also  calling  on 
ends  in  Washington.  Transportation 
icretary  Federico  F.  Pena  recently 
owed  up  in  Los  Angeles  to  hand  over 
$1.4  billion  check  to  the  county  for 
iss-transit  construction.  While  in  town, 
tfia  agreed  to  chat  up  Brown's  Trea- 
rer's  Forum,  a  quasi-political  issues 
oup  that  helps  Brown  cozy  up  to  po- 
ntial  contributors. 

Collecting  money  for  her  upcoming 
mpaign  is  definitely  something  Brown 
:cels  at.  In  a  flurry  of  $l,000-a-plate 
nd-raising  events  last  December,  Hol- 
wood  moguls  and  Silicon  Valley  execu- 
tes wrote  checks  for  $2.1  million.  Re- 
ntly,  Brown  has  stepped  up  her 
•e-campaign  positioning,  meeting  with 


young  entertainment-industry  types  at  a 
trendy  Melrose  Avenue  restaurant  and 
schmoozing  at  an  NAA<  T  awards  cere- 
mony. And  she  travels  to  New  York  fre- 
quently to  get  campaign  contributions 
from  Wall  Street  bankers. 

Democratic  Party  insiders  think 
Brown  will  raise  at  least  $5  million  this 
year,  possibly  enough  to  scare  Garamen- 


Incumbent  Wilson  is  a  tough 

rival:  "He  keeps  dropping 
[marbles]  in  front  of  you,  and 
eventually  you  slip  and  fall" 


di  out  of  the  race.  Already,  she  has  the 
backing  of  such  Hollywood  heavyweights 
as  Walt  Disney  Co.  chief  Michael  D.  Eis- 
ner and  Sherry  Lansing,  head  of  fea- 
ture films  for  Paramount  Pictures.  A 
well-orchestrated,  and  no  doubt  pricey, 
media  campaign  is  only  a  few  bucks 
away. 

But  then  Brown  must  still  beat  in- 
cumbent Wilson.  A  doggedly  determined 
former  Marine,  Wilson  has  never  lost  a 


re-election  battle  and  is  no  stranger  to 
kick-and-tell  politics.  After  Feinstein  at- 
tacked Wilson  for  lobbying  on  behalf  of 
the  savings  and  loan  industry  in  1990, 
Wilson  quickly  turned  the  tables  when 
his  troops  found  records  tying  Fein- 
stein's  husband,  Richard  C.  Blum,  to  a 
failed  bank.  You  can  be  sure  he's  looking 
for  dirt  on  Brown.  "It's  as  if  he  has  this 
little  bag  of  marbles,"  says  Darry  Srag- 
ow,  who  worked  on  Feinstein's  hard- 
fought  gubernatorial  campaign  against 
Wilson  and  now  is  Garamendi's  chief  po- 
litical adviser.  "He  keeps  dropping  them 
in  front  of  you,  and  eventually  you  slip 
and  fall." 

Brown  knows  she  has  a  long  road 
ahead  of  her.  "Two  years  is  a  lifetime," 
she  says.  But  Brown  also  insists  she 
isn't  worried:  "There's  no  doubt  in  my 
mind  that  I  will  be  plenty  tough  enough 
to  win."  She  had  better  be.  Few  political 
dynasties  last  forever.  And  although 
Kathleen's  dad,  now  88,  loves  to  say 
that  she's  the  fairest  and  brightest 
Brown  of  all— and  the  best  politician  in 
the  family— she  has  plenty  of  hurdles  to 
pass  before  she  can  turn  her  political 
potential  into  electoral  reality. 

By  Eric  Scfrine  in  Los  Angeles,  with 
Leali  Nathans  Spiro  i)i  New  York 
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YOU  CAN 
DOir. 


LOTS  OF  THE  BEST 
STOCK-PICKERS  IN 
THE  MARKET  ARE 
SMALL  FRY  FAR  FROM 
WALL  STREET 


Joe  Smith  does  it.  And  so  does  P 
Blanco.  Irwin  Dubinsky  and  Lenna 
Width  and  Rick  Boettcher  and  Ma 
Pope  all  do  it,  too. 

These  people  have  taken  charge 
their  own  financial  destinies.  They  bi 
stocks. 

By  that  simple  act,  they  and  uncour 
ed  thousands  just  like  them  violate  tl 
investment  world's  most  precious  n 
tion — that  individual  investors  are  bo: 
losers  when  it  comes  to  buying  equitic 
They  fly  in  the  face  of  conventional  w; 
dom  and  have  a  lot  of  fun  doing  so.  Ai 
above  all,  they  make  money — often  a  1 
more  than  they  could  make  by  leavii 
their  investments  to  the  pros. 

Smart  individual  investors  have  foui 
an  answer  to  the  financial  problems  th 
face  millions  of  Americans  who  can  i 
longer  count  on  rising  incomes  and  cc 
porate  largess.  If  they're  like  Widt 
who  has  been  running  his  own  portfol 
for  37  years,  they  can  finance  a  worr 
free  retirement  (page  69).  He's  a  da 
zling  role  model  for  baby  boomers,  mai 
of  whom  will  be  facing  retirement  wi 
fast-shrinking  pensions — and  usually  i 
sufficient  savings,  partly  because  th< 
don't  own  enough  stocks. 

If  they're  like  Phil  Carlson,  a  Ne 
Jersey  social  worker,  they  can  finan> 
their  children's  college  education  (pa$ 
70).  If  they're  like  Boettcher,  they  ci 
accumulate  six-figure  portfolios  on 
pharmacist's  salary — and  enjoy  a  fasi 
nating  pastime  (page  65). 
pass  the  PROS.  The  stories  of  Widt 
Carlson,  Boettcher,  and  others  we: 
culled  from  interviews  conduct! 
by  BUSINESS  WEEK  with  scores 
successful  individual  investo 
nationwide.  Their  widely  disparate  met 
ods  are  more  instructive  than  a  shelf  fi 
of  how-to  books.  Their  experiences  all 
debunk  the  notion  that  Wall  Stre 
knows  best.  By  and  large,  profession 
investors  do  a  mediocre  job  of  stoc 
picking.  That,  along  with  their  expensi 
and  fees,  causes  them  to  lag  well  behii 
the  market  (chart). 

A  percentage  point  or  two  may  n 
seem  like  a  lot,  but  it  looms  large  ovi 
time.  A  $10,000  investment  10  years  aj 
in  the  average  equity  mutual  fund  wou 
have  grown  at  an  annual  rate  of  11.95 
while  the  Standard  &  Poor's  500-stO( 
index  grew  15.6%.  The  equity  fur 
would  have  grown  to  $30,782;  the  S(S 
500,  $42,617. 

There  is,  of  course,  no  way  of  peekir 
into  the  portfolios  of  thousands  of  inc 
vidual  investors.  But  the  next  best  thir 
is  the  data  collected  by  the  National  A 
sociation  of  Investors  Corp.,  the  umbn 
la  organization  of  9,200  clubs  of  indivi 
ual  investors  nationwide.  Each  club 
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i  network  maintains  a  portfolio  whose 
suits  are  reported  to  the  NAIC.  The 
mbers  are  impressive. 
The  returns  belie  the  clubs'  stodgy  im- 
e.  The  average  club  in  the  1992  survey 
med  a  13.9%  annual  return  over  its 
Even  more  noteworthy  is  that  69%' 
them  have  beaten  or  matched  the  S&P 
)  since  they  have  been  investing. 
The  lesson  taught  by  the  clubs  is  that 
iting  the  pros  at  their  own 
me  is  not  a  supernatural 
I  People  from  all  walks  of 
i  do  it.  But  they're  serious 
out  it,  and  they're  in  it  for 
i  long  haul.  Make  no  mis- 
ce:  The  stock  market  is  not 
•  dilettantes.  Investing  is 
t  a  game.  It  is  not  gam- 
ng  or  "playing  the  market" 
a  hot  tip.  It  can  be  intimi- 
ting — and  anyone  who 
es  it  will  make  mistakes, 
it  the  individual  investor 
s  advantages  that  would 
ike  an  institutional  investor 
aol. 

>T  and  cold.  First,  the  indi- 
lual  investor  is  just  that — 

individual,  not  a  member 
a  herd.  Institutions  are  no- 
rious  for  running  in  packs, 
llowing  the  lead  set  by  in- 
lential  brokerage-fyouse  an- 
rsts  and  buying,  en  masse, 
t  sectors.  But  sectors  that 
g  sizzling  today  can  be  as 
citing  as  cold  meatloaf  to- 
)rrow.  By  sticking  with  the 
)wd,  institutions  guarantee 
it  their  results  will  never 

more  than  average. 
Individuals  also  have  no 
ed  to  look  good — or  to  sell 
emselves  to  pension-fund 
ustees.  Neil  Johnson,  a 
inaging  director  of  invest- 
int  consultant  Hamilton  & 
I  in  Princeton,  N.  J.,  notes 
at  money  managers  fre- 
ently  become  pigeonholed. 
.  the  behest  of  plan  spon- 
rs  and  consultants,  profes- 
>nal  investors  box  them- 
Ives  into  investment  styles: 
rge-cap  value,  small-cap 
owth,  and  every  permutation  in 
tween. 

By  emphasizing  style,  investment  pros 
n  lose  loads  of  money  for  their  clients 
t  still  claim  victory — if  their  narrowly 
fined  peer  group  has  done  even  worse, 
lis  rigid  adherence  to  an  investment 
f\e  also  ties  their  hands  when  the  mar- 
t  goes  against  them.  "The  only  style 
at  matters  is  making  money,"  says 
hnson,  "and  individual  investors  do 


whatever  they  have  to  do  to  achieve 
that."  Flexibility  is  one  big  reason  why 
private  investment  partnerships  for  the 
wealthy,  known  as  "hedge  funds,"  have 
achieved  impressive  results  compared 
with  conventional  money  management. 

Indeed,  the  flexibility  enjoyed  by  indi- 
viduals will  come  in  especially  handy  if, 
as  many  market  observers  fear,  the 
stock  market  is  overvalued  and  facing  a 


THE  PROS'  STOCK  OWNERSHIP  HAS  ROCKETED.. 


INSTITUTIONAL  HOLDINGS  AS 
A  PERCENT  OF  U.S.  EQUITIES 
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crash.  No  one  can  predict  if  such  worries 
are  correct,  of  course — and  to  contrar- 
ians, the  widespread  bearishness  is  actu- 
ally bullish.  Still,  if  an  individual  believes 
the  market  is  riding  for  a  fall,  the  choice 
is  clear — sell  short.  Short-selling  is  a  lux- 
ury that  is  generally  denied  mutual 
funds  and  pension  funds  by  dint  of  cus- 
tom, regulation,  and  client  preference. 

With  no  client,  no  board  of  directors, 
no  quarterly  performance  targets,  no 


need  to  beat  "benchmarks,"  the  smart 
investor  can  pick  a  stock  no  matter  how 
much  Wall  Street  hates  it.  "The  individ- 
ual has  an  advantage  in  that  he  has  a 
much  longer  time  horizon,"  notes  John 
Markese,  president  of  the  American  As- 
sociation of  Individual  Investors.  The  in- 
dividual, he  adds,  can  make  picks  that 
are  attractive  but  that  are  ignored  by 
the  institutions,  because  the  market  cap 
of  the  company  is  too  small 
or  because  large  blocks  of 
stock  are  not  available. 

The  individual  has  another 
major  advantage.  Institutions 
often  "dress  up  the  portfolio" 
by  dumping  unattractive 
stocks  by  the  end  of  the 
quarter.  Sometimes,  that 
means  selling  sound  compa- 
nies that  have  temporarily 
fallen  on  hard  times.  The 
wholesale  housecleaning  of 
drug  stocks  earlier  this  year 
is  a  prime  example.  Individ- 
uals never  have  to  sell  com- 
panies they  like  just  because 
the  market  has  temporarily 
turned  against  them. 

True,  the  big  institutions 
have  some  advantages  that 
look  formidable  at  first 
blush.  For  one,  they're  wired 
for  instant  information.  If 
there  is  news  about  a  compa- 
ny, good  or  bad,  they  can  re- 
act immediately — and  often 
wind  up  making  a  lousy  deci- 
sion. On  Apr.  28,  after  the 
chief  financial  officer  of  East- 
man Kodak  Co.  resigned,  in- 
stitutions dumped  the  stock, 
and  the  shares  fell  almost 
10%  in  one  day.  But  the  stock 
has  since  recovered  neatly. 
Another  illusory  "institution- 
al advantage"  is  their  low 
commissions.  But  individuals' 
higher  transaction  costs  are 
insignificant  over  the  long 
haul. 

time  and  effort.  Sure,  there 
are  pitfalls  for  the  neophyte 
investor.  Buying  stocks  is  not 
for  everybody.  It  requires 
time  and  effort,  to  research 
the  stocks  and  then  monitor  their  perfor- 
mance. If  you  can't  make  the  commit- 
ment to  invest  in  stocks  the  right  way, 
stick  to  mutual  funds. 

If  you're  ready  to  start  buying  stocks 
on  your  own,  take  a  cue  from  the  suc- 
cessful individual  investors  interviewed 
by  BUSINESS  WEEK  and  don't  let  the  con- 
ventional wisdom  lead  you  astray.  They 
have  been  succesful  by  ignoring  some  of 
the  most  oft-cited  standard  rules  of  in- 
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SET  YOUR  STRATEGY 

Remember  your  main 
advantage:  You  are 
not  an  institution.  All 
stocks  are  fair  game  for  in 
vestment — or  short  sale. 
Forget  the  conventional 
wisdom  that  growth-stock 
investing  is  just  for  the 
young.  Even  if  you  are  ap- 
proaching retirement, 
don't  neglect  the  small- 
company  stocks  that  offer 
the  most  growth  potential. 


THE  INVESTOR'S  PLAN  OF  ATTACK 


MARSHAL YOUR 
INTELLIGENCE 

Smart  investors  are 
never  off  duty.  Your 
best  ideas  will  come 
from  your  own  backyard. 
Keep  tabs  on  Wall  Street 
research — but  take  it  with 
a  teaspoon  of  salt.  Ask 
companies  for  annual  and 
quarterly  reports  as  well, 
and  subject  them  to  sear- 
ing scrutiny. 


DEPLOY  YOUR  ASSETS 

Narrow  your  stock 
picks  to  a  manage- 
able number.  In 
choosing  the  most  promis- 
ing companies,  don't  wor- 
ry about  diversification, 
and  don't  try  to  time  the 
market.  But  wait  until  after 
quarterly  earnings  an- 
nouncements to  see  if  the 
latest  profit  report  confirms 
your  view  of  the  company. 


MONITOR  YOUR 
POSITIONS 

Don't  just  buy  stock 
and  stick  it  in  a  draw- 
er. Keep  tabs.  If  the 
news  starts  turning  sour, 
and  the  company  can't 
give  a  satisfactory  expla- 
nation, sell.  If  your  stock  is 
rising,  don't  take  profits 
until  it  begins  to  weaken. 


DATA  BUSINESS  WEEK 


vesting.  For  example,  most  investment 
advisers  argue  that  the  older  you  are, 
the  more  conservative  your  investments 
should  be,  and  that  as  you  approach  the 
"golden  years,"  you  should  be  almost 
entirely  in  conservative  income-produc- 
ing issues  such  as  utilities  and  bonds. 

But  the  older  investors  that  BUSINESS 
WEEK  interviewed  have  one  word  to  say 
about  that:  bull.  They  take  a  far  bolder 
approach,  and  it  has  served  them  well. 
They  still  keep  a  large  chunk  of  their 
assets  in  growth  stocks.  Yes,  people  at 
the  beginning  of  their  investment  en- 
deavors should  be  the  most  aggressive 
investors.  They  should  especially  keep 
an  eye  peeled  for  small-company  stocks, 
which  can  be  volatile  in  the  short  term 
but  are  likelier  to  have  a  big  payoff  in 
the  long  run.  But  age  should  not  be  a 
barrier  to  investing  in  growth  stocks. 

Take  G.  B.  Mann.  Now  81,  he  didn't 
get  started  in  stocks  until  he  was  50 — 
and  now  owns  a  $2  million  portfolio.  Dol- 
ly Wageman,  a  Los  Angeles  retiree,  has 
found  success  with  such  Baby  Bells  as 
Pacific  Telesis,  BellSouth,  and  U.  S. 
West.  They  yield  less  than  electric  utili- 
ties but  have  greater  growth  potential. 

Diversification  is  another  buzzword 
that  you  might  do  well  to  ignore.  The 
pros  are  certainly  diversified — and  that's 
one  of  the  reasons  they  perform  so  poor- 
ly. They  have  diversified  so  much  that 
frequently  their  portfolios  are  pale  imita- 
tions of  the  Standard  &  Poor's  500-stock 
index.  "You  should  not  diversify  one 
iota,"  says  Peter  Lynch,  the  famed  mu- 


tual-fund manager  and  author  of  two 
books  advocating  individual  investing. 
"There's  no  reason  the  individual 
shouldn't  own  only  three  or  four  stocks. 
And  beyond  10  stocks,  you're  diminish- 
ing your  returns,"  he  says. 

Where  do  you  find  them?  The  best 
route  is  to  start  with  what  you  know. 
That's  what  Lynch  calls  the  "insider's 
edge."  Some  investors  buy  stocks  of 
companies  they  encounter  through  work, 
such  as  Atlanta  printing  executive  Mark 
C.  Pope  III  (page  68),  or  Irwin  Dubinsky, 
chief  executive  of  Aero  Plastics  Corp.  in 
Los  Angeles.  Dubinsky  can  assess  a 
company's  strength  very  simply — be- 
cause he  does  business  with  it.  "I  gauge 
what  they  buy  from  us  to  determine 
how  much  growth  in  sales  they'll  have," 
says  Dubinsky.  "As  orders  become 
greater,  I  buy  more  stock." 

Many  smart  investors  find  their  best 
ideas  are  all  around  them.  Investor  Pat 
Blanco  of  Miami  discovered  her  most  re- 
warding stock,  Office  Depot  Inc.,  on  a 
shopping  trip  (page  68).  Jim  Mulherin,  a 
probation  supervisor  in  Orange,  Calif., 
invests  in  local  companies  featured  in 


FORGET ABOUT 
DIVERSIFICATION— 
THAT'S  WHAT  HURTS 
THE  PROS 


area  newspapers  "before  an  analy 
picks  them  up  and  puts  them  on  tl 
squawk  box  across  the  country."  Yc 
can  even  "shop"  for  stocks  at  the  loc 
mall.  Albert  Budlow  of  Bay  Harbor  I 
lands,  Fla.,  "discovered"  Winn-Dix 
Stores  when  he  visited  one  of  its  loc 
outlets  in  1985.  "The  meat  departmei 
looks  like  Tiffany's,  the  fish  departmei 
like  Cartier's,"  says  Budlow. 

But  you  can  also  get  a  leg  up  throug 
dogged  research.  Take  Qamar  U.  Z 
man,  a  physician  in  Cumberland,  Md.  Z 
man  has  taught  himself  the  intricacif 
of  initial  public  offerings — the  playp( 
of  Wall  Street  insiders  (page  72). 
road  shows.  Many  successful  inve 
tors  honed  their  skills  through  inves 
ment  clubs.  Width,  a  retired  Seattle  lur 
beryard  owner,  exemplifies  th 
approach.  At  74,  he  is  living  serenely  : 
retirement  with  a  half-million-dollar  ne; 
egg  he  built  from  pocket  money.  Inves 
ment  clubs  have  sprouted  throughoi 
the  country,  largely  under  the  aegis  < 
the  NAIC,  and  some  have  acquired  s 
almost-professional  patina.  In  northei 
New  Jersey,  for  example,  scaffoldin: 
company  executive  and  club  aficionac 
Joseph  Smith  helps  organize  period 
"investors  fairs"  at  a  local  hotel,  invitir 
companies  to  strut  their  stuff  before  i: 
dividual  investors,  like  the  "road  shows 
put  on  for  professional  investors. 

The  clubs  educate  their  members  1 
head  off  individuals'  most  commc 
flaw — poor  selling  discipline.  All  t< 
many  investors  take  profits  too  eari 
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dump  losers  too  late.  Smart  inves- 
,  let  their  profits  run  and  only  sell 
in  stocks  begin  to  weaken.  They  also 

quickly  to  cut  their  losses  if  they 
e  misjudged  a  company's  prospects. 

they  don't  sell  if  the  stock  is  down 
luse  the  overall  market  has  fallen. 
'  it's  so  easy  and  rewarding  to  pick 
:ks,  why  don't  more  people  do  it? 
ring  stocks  may  seem  like  the  most 
saic  investment  activity  imaginable. 

for  the  general  public,  it  is  a  dying 

In  1968,  some  33%  of  the  average 
erican's  financial  assets  consisted  of 
vidual  equities.  Today,  the  figure  is 
'  that.  According  to  the  Securities  In- 
try  Assn.,  individuals  now  own  less 
n  half  of  the  nation's  corporate  equi- 

for  the  first  time  in  history  (chart, 
e  63). 

/hat  happened?  The  rise  of  mutual 
ds  is  frequently  offered  as  the  main 
;on  for  the  decline  in  stock-picking  by 
viduals.  But,  more  likely,  the  mutual- 


RlCK  BOETTCHER 


RACKING  THE  MARKET 
LIKE  A  PRO 

tick  Boettcher  can  rattle  on  like  a 
seasoned  Wall  Streeter.  He  pre- 
fers to  invest  in  stocks  "with  a 
rket  cap  under  $100  million"  and 
th  a  p-e  multiple  less  than  the  earn- 
s  growth  rate."  And  his  perfor- 
nce?  One  that  a  pro  would  kill  for:  by 
count,  a  21%'  annual  rate  of  return 
:e  1980. 

loettcher,  however,  is  no  pro.  But  the 
rear-old  Portland  (Ore.)  pharmacist 
its  his  six-figure  portfolio  as  a  seri- 

business — and  even  works  four  10- 
tr  days  a  week  to  leave  more  time  for 
investments.  He  keeps  the  portfolio 
wound  20  stocks — it's  enough  names 
provide  diversification  but  not  so 
tiy  that  he  can't  keep  track  of  what's 
ipening  with  each  of  them.  To  save 
ney,  he  uses  a  discount  stockbroker. 
'  the  gut."  Boettcher  lets  his  comput- 
do  the  drudge  work.  With  Microsoft 
rks,  an  inexpensive  software  pro- 
m  that  includes  a  spreadsheet,  a  few 
strokes  allow  him  to  spot  each  stock 
chase,  its  date  of  purchase,  buying 
:e,  and  commission  cost.  By  updating 

prices  each  day,  he  can  compute  the 
n  or  loss  on  each  position  and  the 
ire  portfolio. 

ioettcher  also  puts  his  computer  to 
"k  searching  for  information.  By  dial- 
into  Prodigy,  an  on-line  service,  he 
check  for  items  on  companies  he's 
owing.  But  he  still  finds  some  invest- 
tit  ideas  the  low-tech  way — in  news- 


fund  boom  has  been  a  result — not  a 
cause — of  the  public's  flight  from  indi- 
vidual stocks.  Probably  there  is  a  sim- 
pler reason:  fear.  There's  fear  of  stock 
market  volatility  and,  more  important, 
fear  of  being  ripped  off.  Richard  Hoey, 
chief  economist  at  Dreyfus  Corp.,  notes 
that  "individual  investors  have  often 
wound  up  the  bag-holders  of  some  of  the 
worst  ideas  of  well-paid  financial  profes- 
sionals." Some  penny  stocks  soaked  the 
savings  of  as  many  as  20,000  small  in- 
vestors at  a  time — people  who  no  doubt 
fled  to  the  safety  of  certificates  of  de- 
posit and  money-market  funds. 
"dialing  for  dollars."  The  investing 
public  has  been  discouraged  from  stock- 
picking  by  Wall  Street  itself.  Big  broker- 
age firms  push  "packaged  products" 
such  as  mutual  funds,  limited  partner- 
ships, and  annuities,  which  often  have 
higher  commissions  than  stock  transac- 
tions and  produce  an  ongoing  stream  of 
management  fees.  For  most  of  the  past 


letters,  newspapers,  and  magazines. 

The  stocks  in  Boettcher's  portfolio  are 
hardly  household  names:  Frozen  Food 
Express  Industries,  up  284%  over  three 
years;  Bowl  America,  a  family-run  com- 
pany that  owms  a  string  of  bowling  cen- 
ters in  Virginia,  up  69%  over  the  four 
years  (plus  a  3%  annual  dividend);  Jean 
Phillippe  Fragrances,  up  244%  in  about 
18  months;  and  Lattice  Semiconductor,  a 
back-from-bankruptcy  turnaround,  up 
340%  in  a  little  more  than  two  years.  His 
biggest  loser  was  Floating  Point  Sys- 
tems, a  now-defunct  manufacturer  of 
components  for  supercomputers.  He 
bought  it  at  14  in  1986  and  finally  threw 


decade,  brokers  were  trained  to  sell 
"product,"  not  stocks.  It's  a  far  cry  from 
the  days  when  full-service  brokers  were 
taught  to  emphasize  individual  stocks. 
"Today,  they  teach  dialing  for  dollars," 
says  Robert  H.  Stovall,  president  of  Sto- 
vall/Twenty-first  Advisers  Inc.  and  a  40- 
year  Wall  Street  veteran. 

Investors  who  pick  their  own  stocks 
can  listen  to  their  brokers— or  bounce 
ideas  off  them.  But  the  era  of  the  hard 
sell  has  spawned  a  generation  of  jaded 
investors.  They  want  to  be  self-reliant. 

Well,  it  can  be  done.  The  investors 
profiled  here  represent  a  cornucopia  of 
investment  approaches,  from  buy-and- 
hold  to  junk  bonds  to  new  offerings. 
They  are  rank  amateurs  who  have  beat- 
en the  pros  at  the  toughest  game  on 
Wall  Street.  Can  you  do  the  same?  Read 
their  stories  on  the  pages  that  follow, 
and  draw  your  own  conclusion. 

By  Ga  ry  Weiss  and  Jeffrey  M.  Laderman 
in  New  York,  with  bureau  reports 


in  the  towel  at  3  in  late  1987.  His  big 
weakness,  Boettcher  admits,  is  that  he 
has  never  come  up  with  a  good  system 
for  deciding  when  to  sell  stocks.  It's  all 
done  "by  the  gut." 

paying  "tuition".  Boettcher  got 
hooked  on  stocks  20  years  ago  and,  like 
many  others,  learned  by  trial  and  error. 
"I  got  my  first  tip  on  Wall  Street 
Week,"  he  recalls,  and  he  is  still  an  afi- 
cionado of  the  show.  The  stock  was  Boi- 
se Cascade  Corp.,  which  he  bought  in 
early  1974  and  sold  the  same  year  at  a 
15%  loss.  He  later  fell  prey  to  a  high- 
pressure  broker  who  talked  him  into  sell- 
ing uncovered  or  "naked"  options,  a 


BOETTCHER:  HE  USES  HIS  COMPUTER  BOTH  TO  GET  IDEAS  AND  KEEP  RECORDS 


!  STORY 


BUSINESS  WEEK/MAY  31,  1993  65 


The  Wheel 
Circa  3500  B.C. 


■Imagine  a  breakthrough  that  change 


©  Digital  Equipment  Corporation  1993.  The  DIGITAL  logo,  AXP  and  OpenVMS  are  trademarks  o(  Digital  Equipment  Cq 


H '  si 


le  pace  of  everything 


ta 


 —  l>— li1  1  "ni«u— i«n—ii«imM«  ■  ■■ 


highly  speculative  endeavor.  He  lost 
about  $5,000 — about  three-quarters  of 
his  investment  capital  at  the  time.  Says 
Boettcher:  "I  paid  some  tuition  there." 

Boettcher  learned  from  that  experi- 
ence to  stick  with  a  system  he  under- 
stands. But  he's  always  expanding  his 
horizons.  He  owns  25,000  shares  in  Air 
Transport  International  Inc.,  a  penny 
stock  he  bought  for  31<t  that  now  trades 


at  50$.  He  also  bought  American  deposi- 
tary receipts  in  Germany's  huge 
Dresdner  Bank,  which  he  believes  will 
benefit  from  the  fall  of  interest  rates  in 
Europe.  Those  stocks  are  educational 
plays  as  well  as  investments.  Says 
Boettcher:  "It's  nice  to  read  books,  but 
unless  you've  got  some  money  at  risk, 
you  really  don't  learn." 

By  Stuart  Weiss  in  Portland,  Ore. 


Mark  Pope 


WHEN  FAMILIARITY  BREEDS  IMPRESSIVE  RETURNS 


ark  C.  Pope  III,  the  cigar- 
Ichomping  chairman  and 
I  founder  of  Atlanta-based  print- 
ing company  Graphic  Industries  Inc., 
has  a  simple  rule  when  it  comes  to  in- 
vesting: "Know  the  product  and  the  peo- 
ple." The  68-year-old  Pope  draws  most 
of  his  investment  ideas  from  his  contacts 
in  the  printing  industry.  He  is  a  prime 
example  of  the  virtues  of  buying  stocks 
in  companies  you  know  personally. 

Pope's  stock  portfolio,  now  $10  mil- 
lion, has  enjoyed  glorious  performance — 
an  annual  return 
that  has  averaged 
15%  to  20%  over 
the  past  30  years. 
One  reason  is  dog- 
ged research.  Pope 
spends  two  hours  a 
night  reading  ana- 
lysts' reports, 
newsletters,  and 
the  financial  press. 
Above  all,  P'lpc  fol- 
lows his  instincts. 
"I'm  a  seat-of-the- 
pants  kind  of  in- 
vestor," he  says. 

Consider  his  re- 
cent decision  to 
load  up  on  Southwestern  Bell  Corp.  The 
seed  was  planted  when  he  went  to  Mexi- 
co in  1991  to  finalize  a  joint  venture  with 
a  Monterrey  printing  company.  Since 
then,  Pope  has  became  increasingly  bull- 
ish on  Mexico's  growth  prospects,  and 
he  figured  Southwestern  Bell's  deal  to 
upgrade  the  nation's  phone  system 
would  be  a  home  run.  So  he  bought 
5,000  shares  of  the  Baby  Bell's  stock  in 
February  at  65  per  share.  In  weeks,  the 
stock  zoomed  above  80. 
"A  GOOD  feel."  Surviving  in  a  competi- 
tive industry  such  as  printing  has  taught 
Pope  the  importance  of  state-of-the-art 
technology.  That's  what  led  him  to  Sci- 
tex  America  Corp.,  a  Bedford  (Mass.) 
maker  of  printing  systems.  Graphic  In- 
dustries uses  Scitex  products  to  touch 


up  photographs  and  enhance  color  im- 
ages. "They're  the  best  at  what  they  do, 
and  I  know  they're  the  best,"  says  Pope, 
who  started  buying  Scitex  stock  in  1991 
when  the  stock  was  just  under  $30  a 
share.  He  increased  his  holdings  to  5,000 
shares  in  1992,  when  the  stock  rose  207c 
Another  recent  Pope  stock  buy  is 
Eastman  Kodak  Co.,  a  big  supplier  of 
film  products  to  his  company.  Despite 
the  recent  noisy  departure  of  Kodak's 
chief  financial  officer,  Pope  sees  a  turn- 
around afoot.  "Their  management  used 
to  be  old  and 
stodgy  like  IBM  and 
the  U.  S.  govern- 
ment, but  now 
they're  changing 
the  way  they  look 
at  things,"  he  says. 
He  also  likes  Wes- 
tinghouse  Electric 
Corp.,  which  owns 
a  printing  unit  that 
competes  with 
Graphic  Industries. 
"I  have  a  good  feel 
for  what  they're 
doing,"  he  says. 

As  a  sideline, 
Pope  keeps  tabs  on 
a  broad  range  of  companies  through  a 
small  Atlanta-based  investment  club  that 
meets  monthly.  Pope's  club  has  done 
well  by  purchasing  local  stocks  such  as 
carpetmaker  Shaw  Industries  Inc.  But 
Pope  doesn't  slavishly  follow  the  club's 
lead.  In  mid-April,  when  Intel  Corp.'s 
stock  dived,  the  club  sold  its  stake,  but 
Pope  held  steady  in  his  personal  portfo- 
lio. Pope's  reason  for  not  selling:  He 
buys  lots  of  computers  and  knows  how 
well-positioned  Intel  is.  And  besides,  his 
"instincts"  say  the  company  is  still  a 
winner. 

Pope's  biggest  recent  winner  is  the 
company  he  knows  best — his  own. 
Graphic  Industries'  share  price  has  dou- 
bled over  the  past  10  months. 

By  William  Smith  in  Atlanta 


Pat  Blanco 


ALWAYS  KEEPING 
AN  EAR  TO  THE  GROUND 


In  1989,  Pat  Blanco  walked  into  ar 
Office  Depot  in  Miami  to  buy  photo 
copy  paper  and  immediately  recog 
nized  the  appeal  of  the  store.  The  selec 
tion  of  merchandise  was  far  better  thar 
what  she  had  seen  at  other  office-supplj 
stores,  and  so  were  the  prices.  A  few 
more  visits  to  the  store  and  a  trip  to  tht 
public  library  to  read  up  on  the  company 
convinced  her  that  Office  Depot  was  s 
winner.  In  August,  1990,  she  bought  20( 
shares  at  $14  each.  After  a  two-for-ont 
stock  split,  she  bought  an  additional  10( 
shares,  and  now  her  total  investment  is 
worth  nearly  $l8,Cf»0. 
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Office  Depot  Inc.  is  just  one  of  a  doz- 
i  stocks  in  Blanco's  self-managed  indi- 
iual  retirement  account.  By  her  own 
ckoning,  the  account  earned  a  55%  re- 
rn  for  the  three  years  ending  Dec.  31. 
lat  comes  to  15.7%  a  year,  vs.  10.8% 
r  the  Standard  &  Poor's  500-stock  in- 
x  and  8.9%  for  the  average  equity  mu- 
al  fund.  In  fact,  it  was  a  bad  experi- 
ice  with  a  mutual  fund  that  made  her 
ke  charge  of  her  own  investments, 
lys  Blanco:  "If  anybody  is  going  to 
se  my  money,  it's  going  to  be  me." 
Despite  some  snappy  returns,  Blanco 
no  financial  whiz.  Nor  does  she  have 
ly  formal  training  in  the  subject.  The 
iami  resident  is  a  registered  nurse 
ith  a  master's  degree  in  public  health 
ho  runs  her  own  consulting  firm, 
ealthcare  Risk  Control.  And  as  the 
other  of  a  13-year-old  son  and  7-year- 
d  daughter,  she  has  little  time  to  track 
>wn  investment  ideas  through  data 
ises  or  research  reports.  So  her  ideas 
>me  largely  from  day-to-day  encoun- 


ters, such  as  Office  Depot  and  Walt  Dis- 
ney Co.,  from  watching  Wall  Street 
Week  or  The  Nightly  Business  Report, 
or  through  business  contacts. 

Of  course,  these  casual  observations 
are  just  a  starting  point.  Blanco  next 
checks  the  Value  Line  Investment  Sur- 
vey, which  includes  data  and  ratings  on 
1,700  companies.  What  she's  looking  for 
is  a  red  flag.  "If  Value  Line  says  a 
stock  is  a  bad  idea,  I  don't  buy  it,"  says 
Blanco. 

doctors'  advice.  Blanco  also  leverages 
her  work  time  into  investment  time.  She 
often  visits  with  doctors,  helping  them 
to  reduce  their  liability  risks  and  insur- 
ance costs.  "If  I  hear  that  a  company  is 
producing  a  good  drug  for  cancer,  when 
I'm  in  an  oncologist's  office,  I  ask, 
'What  do  you  think  about  drug  xyz?'  " 
says  Blanco.  "If  he  says  he  has  used  it 
and  is  getting  good  results,  I'll  consider 


it.  [This  research]  is  not  very  scientific, 
but  it  works  for  me." 

Playing  on  her  professional  expertise, 
Blanco  invested  in  Healthlnfusion  Inc., 
which  provides  in-home  care  to  the  in- 
firm. She  had  worked  for  its  managers 
in  an  earlier  venture  and  thought  highly 
of  them.  Besides,  she  adds,  "home  care 
is  the  future  of  health  care."  Her  invest- 
ment is  down  by  one-third,  but  she's 
holding  on.  In  addition,  she  thinks  the 
company  is  a  takeover  candidate. 

Is  that  an  inside  tip?  Nah.  From  read- 
ing the  business  section  of  her  local 
newspaper,  Blanco  learned  that  W.  R. 
Grace  &  Co.  had  agreed  to  acquire 
Home  Intensive  Care  Inc.,  a  competitor. 
You  don't  have  to  be  an  investment 
banker  to  know  that  makes  Healthlnfu- 
sion a  potential  takeover  as  well.  You 
only  have  to  be  an  astute  investor. 

By  Elizabeth  Roberts  in  Miami 


Lennart  Width 


TM  NOT  RICH,  BUT  I'M  COMFORTABLE' 


The  year  was  1956,  and  Lennart 
Width,  37,  was  working  in  a  Seat- 
tle-area lumberyard  to  support  his 
wife  and  two  sons.  So  when  two  church 
bonds  came  due,  he  might  have  been 
tempted  to  stick  the  $150  in  the  bank. 
Instead,  he  bought  the  stock  of  a  liquor 
manufacturer,  Brown-Forman  Corp. — 
and  watched  the  shares  triple  in  two 
years.  From  then  on,  Width  was  hooked. 

After  half  a  lifetime  of  buy- 
ing 15  or  25  shares  each  month, 
Width  boasts  a  portfolio  worth 
about  half  a  million  dollars. 
Now  74,  Width  is  a  living  exam- 
ple of  how  shrewd  investors 
can  provide  a  nest  egg  for 
themselves  even  when  they 
come  from  the  humblest  cir- 
cumstances. "I  started  with 
nothing,"  says  Width.  "Now, 
I'm  not  rich  by  any  means, 
but  I'm  comfortable.  I  don't 
have  to  count  pennies  or  dimes 
or  nickels.  I  don't  have  a  bud- 
get. I  buy  what  I  want  when  I 
want  it." 

Width  also  epitomizes  the  vir- 
tues of  investment  clubs  as  a 
resource  for  neophyte  stock- 
pickers.  In  1958,  he  formed  a 
club  with  22  other  men  that  he  had  met 
through  the  Lions  Club.  His  initial  group 
pooled  a  total  of  $300,  each  contributing 
$10  to  $30.  "Before  that,  I  thought  only 
people  with  immense  wealth  could  get 
into  the  market,"  says  Width. 

The  club's  initial  foray  into  investing 
was  less  than  promising.  The  members 
found  what  seemed  like  the  investment 


of  the  century:  a  company  called  Granco 
that  was  trying  to  put  televisions  into 
the  backseats  of  cars.  Alas,  the  company 
went  bust,  and  the  stock  collapsed.  But 
the  club  persisted  with  other  stocks  and 
eventually  prospered. 

The  clubs  are  less  investment  vehicles 
than  they  are  guides  for  members'  per- 
sonal portfolio-building.  For  Width,  the 
club  provided  an  invaluable  education. 


WIDTH:  A  NEST  EGG  WORTH  HALF  A  MILLION 


Among  other  things,  the  clubs  give 
members  "stock  selection"  forms  to  fill 
out  for  each  stock.  On  one  side,  inves- 
tors plot  out  the  sales,  earnings,  and 
stock  price  over  the  past  10  years.  On 
the  other  side,  they  plot  the  growth  rate 
of  earnings  before  taxes  and  book  value 
relative  to  earnings.  Using  these  num- 
bers, an  investor  determines  a  price  at 
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which  to  buy,  hold,  and  sell  each  stock. 

Width's  other  tools  of  the  trade  are 
equally  simple.  He  subscribes  to  Inves- 
tors' Business  Daily.  He  drives  to  the 
public  library  and  looks  up  stocks  in 
Standard  &  Poor's  Register  and  Value 
Line  Investment  Survey,  photocopying 
relevant  pages.  He  spends  a  half-hour 
daily  tracking  about  38  stocks  on  paper. 

Width's  biggest  recent  coup  was 
Clearly  Canadian  Beverage  Corp.,  a 
Vancouver  (B.  C.)-based  sparkling-water 
company.  He  first  heard  of  it  while  in 


Toronto  in  1988  for  a  trade  show  called 
the  World  Federation  of  Investment 
Clubs.  He  stopped  at  the  company's 
booth,  sampled  the  bubbly,  found  it  re- 
freshing and  tasty,  and  listened  to  the 
young  beverage  maker's  ambitious 
growth  plan.  At  the  time,  the  company 
had  only  penetrated  half  the  50  states, 
with  a  plan  to  expand  overseas.  "I  nor- 
mally don't  go  in  for  new  issues,  but  I 
said  0.  K.,"  says  Width.  He  bought  the 
stock,  and  in  18  months  it  tripled.  But 
most  of  Width's  stocks  are  larger  com- 


panies, such  as  Merck,  Nordstrom,  a 
First  Interstate  Bancorp. 

Width  is  retired,  but  you  won't  fi 
him  on  the  golf  course.  He  volunte< 
two  hours  a  day  with  a  local  senior  c 
zens'  center,  where  he  helped  form 
second  investment  club  that  now  bulg 
with  55  members.  And  he  conducts  f 
quent  seminars  in  Seattle  on  how  to 
vest  in  stocks.  His  favorite  advice 
dealing  with  brokers:  "Get  a  seco 
opinion — your  own." 

By  Dori  Jones  Yang  in  Seat 


Phil  Carlson 


MASTERING  THE 
BOND  UNIVERSE 


Individual  investors  have  typically 
bought  bonds  for  safety  and  predict- 
ability and  have  viewed  them  as  the 
ultimate  buy-and-hold  investments.  But 
professionals  often  trade  bonds  with 
abandon,  like  Sherman  McCoy,  the  self- 
proclaimed  "master  of  the  universe"  in 
The  Bonfire  of  the  Vanities.  Phil  Carl- 
son, a  school  social  worker  and  Christ- 
mas-tree farmer  from  Hopewell  Town- 
ship, N.J.,  is  an  independent  investor 
who  trades  10  rather  than  10,000  bonds 
at  a  time,  but  he's  nonetheless  a  master 
of  his  universe. 

Carlson,  49,  plays  the  bond  market 
with  aplomb,  even  investing  in  the  bonds 
of  troubled  and  bankrupt  companies — 
and  he  chalks  up  some  admirable  re- 
sults. Just  look  at  daughter  Cynthia's 
college  fund.  Starting  with  $6,000  when 
she  was  born  17  V2  years  ago,  Carlson 
ran  that  up  to  about  $100,000.  That's  a 
17.4%  average  annual  return.  That  mon- 
ey should  enable  Cynthia,  who'll  enter 
Cornell  University  in  the  fall,  to  pay  for 
an  Ivy  League  education.  Carlson  also 
started  with  $6,000  when  daughter 
Cathy  was  born  16  years  ago.  That  fund 
now  has  $60,000 — a  15.5%  average  annu- 
al return.  And  of  course,  Carlson  also 
manages  the  personal  funds  for  him  and 
his  wife,  Carol,  a  writer  and  editor. 
GOOD  JUNK.  Carlson  has  been  following 
the  stock  market  since  he  was  a  teen- 
ager, but  he  gravitated  to  bonds  because 
he  likes  the  more  predictable  returns. 
"Management  can  squander  the  stock- 
holders' money,"  he  says,  "but  they 
have  to  pay  back  the  bondholders."  But 
that  doesn't  mean  settling  for  single-dig- 
it yields. 

Carlson  often  buys  junk  bonds,  but 
unlike  many  masters  of  the  market,  he 
never  buys  at  par.  His  biggest  score 
came  in  the  early  1980s,  when  Chrysler 


CARLSON:  \ 


Corp.  teetered  on  the  edge  of  bankrupt- 
cy. He  bought  bonds  issued  by  Chrysler 
Financial  Corp.,  the  auto  makers'  fi- 
nance arm,  for  30<f  on  the  dollar.  The 
pros  were  dumping  the  bonds  like  mad, 
but  from  his  extensive  reading,  Carlson 
knew  that  the  bonds  were  backed  by 
auto  loans  rather  than  Chrysler's  credit. 
Eventually,  the  bonds  paid  at  full  val- 
ue— a  triple — and  they  never  missed  an 


interest  paymei 
A  few  years  aj 
when  Chrysler  w 
beginning  to  lo 
shaky  again,  Ca 
son  once  ag£ 
bought  Chrysler 
nancial  bonds.  E 
this  time,  they  c< 
him  about  70<t 
the  dollar.  Still, 
recently  sold  t 
bonds  at  a  liti 
over  par,  for  a  4: 
capital  gain.  A 
don't  forget  the 
terest,  too.  Carls 
also  scored  wi 
junk  plays  in  B 
ly  Manufacturir 
Public  Service  ( 
of  New  Hampshi: 
and  most  recent 
U.  S.  Home,  j 
course,  he  has  h 
his  losses  as  w< 
in  Trump  1 
Mahal  Fundin 
Trump's  Casl 
Funding,  and  I 
sorts  Internation; 

Bonds  also  a 
peal  to  Carlson  \ 
cause  he  can  qu£ 
tify  his  payc 
chances.  "Let's  s 
there's  a  50- 
chance  of  a  comj 
ny  surviving,  anc 
can  buy  at  20," 
explains.  "The  w 
I  see  it,  if  the  co 
pany  fails,  I've  lc 
20,  '  but  if  it  si 
vives,  the  bond  pays  off  at  100,  and  I  g 
$5  for  every  dollar  I  put  in." 

The  bond  market  demands  even  mo 
patience  than  the  equity  market.  Cor{ 
rate  bonds  are  far  fewer  in  number  th; 
stocks,  and  many  of  them  are  locked  1 
in  pension  funds  and  rarely  trade.  Th 
means  Carlson  can't  always  get  v/hat 
wants.  "You  put  in  an  order  for 
bonds,  and  maybe  you  get  two  when  yi 


HRYSLER  JUNK  BONDS 
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Today's  Fortune  1000  corporation 
demands  miracles  from  its  computing 

infrastructure.  now  with  the 
"rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting 
even  more  out  of  their  existing 
technology,  at  less  cost, 
one  operating  environment  can  help 
you  do  all  this. 


Announcing  Solaris. 


The  Solaris"  operating  environment  is 

now  available  on  x86  as  well  as 
sparc"  —  the  world's  most  popular 
cisc  and  risc  architectures.  its  the 
software  operating  environment  that 
provides  virtually  unlimited  access  to 
all  systems  on  the  local  and  wide 
area  enterprise  networks*. 


nTTr| 


TE  OF  SI 

Solaris,  n 
jectsyo 


ii 


RATING  E 
NTE 


II 


It's  scalable  from  PCs  to  mainframes. 
And  it  runs  more  32-bit  applications 

than  any  other  operating 
environment  —  over  7,500  includ- 
ING leaders  like  Computer  Associates, 
Oracle,  Lotus  and  your  Windows 
software,  too.  From  now  on  you 

can  make  hardware  decisions 
independent  of  software,  preserving 
your  valuable  investment. 

With  Solaris,  information  can  flow 
more  easily,  wherever  it's  needed. 
Cost  centers  can  transform  into 
revenue  centers.  and  users  become 
more  productive. 


For  companies  that  must  maximize 
every  minute  as  never  before,  nothing 
ties  it  all  together  like  solaris. 
Call  1-510-460-3267 
for  more  information, 
it  could  be  your  best  minute  yet. 


SunSoft 


The  Network  Is  The  Computer' 


©199.1  Sun  Microsystems,  Inc  Sun  Microsystems.  SunSoft,  the  SunSoft  logo,  the  SunSoft  taglme 
and  Solans  are  trademarks  or  registered  trademarks  ol  Sun  Microsystems,  Inc  SPARC  is  a  regis- 
tered trademark  ol  SPARC  Internaiiortal,  Inc  UNIX  is  a  registered  trademark  of  UNIX  System 
Laboratories,  tnt  Ail  ofher  registered  trademarks  are  the  property  of  their  respective  companies 
"Third-party  software  may  he  required 


call  and  wait  for  the  others,"  he  says. 
Carlson  notes  that  you  can  always  in- 
crease the  bid  to  draw  out  more  sellers. 
But  if  you  pay  too  much,  he  warns,  you 
will  crimp  your  returns. 

Although  he  prefers  bonds,  Carlson 
sometimes  buys  stocks  as  well.  He's  a 
strict  contrarian,  looking  for  out-of-favor 
companies  rather  than  hot-growth 
stocks  rocketing  up  the  charts.  He  re- 


cently purchased  Johnson  &  Johnson, 
which  he  thinks  has  been  pummeled  be- 
cause of  fears  of  what  President  Clin- 
ton's forthcoming  health-care  plan  might 
do  to  its  business.  "In  retrospect,  these 
fears  are  usually  overdone,"  he  says. 

To  keep  up  on  his  investments,  Carl- 
son reads  financial  newspapers  and 
magazines  and  all  the  reports  from  the 
companies,  including  the  regulatory  fil- 


ings as  well  as  glossy  annual  repor 
"The  first  time  I  read  it,  I  may  undi 
stand  nothing,"  he  says.  "By  the  seco 
or  third  read,  I  see  what's  going  or 
Many  investors  don't  have  the  pluck  a 
persistence  to  pore  over  financial  sta 
ments  well  into  the  night.  But  th 
again,  not  many  of  them  get  Phil  Ca 
son's  results. 

By  Jeffrey  M.  Laderman  in  New  Yo 


Qamar  Zaman 
▼ 


A  FINGER  ON  THE  PULSE 
OF  THE  IPO  MARKET 


Qamar  U.  Zaman  is  a  hematologist 
in  Cumberland,  Md.,  a  bucolic 
community  140  miles  west  of 
Baltimore.  But  when  he's  not  tending  to 
the  sick,  Zaman  is  elbow-deep  in  one  of 
the  riskier  areas  of  the  stock  market — 
initial  public  offerings.  Zaman  is  no  gam- 
bler, but  he  has  beaten  the  house  consis- 
tently for  nearly  a  decade.  He's  an  ex- 
ample of  how  individuals  can  do  well  in 
sophisticated  realms  of  investing — if 
they  conduct  diligent  research. 

Zaman  has  bought  and  sold  hundreds 
of  IPOs  and  now  holds  about  50,  check- 
ing their  prices  as  often  as  three  times  a 
day  by  fax.  "One  has  to  watch  careful- 
ly," he  says.  "They're  very  volatile." 

How  volatile?  New  stocks  can  double 
in  a  day — or  shrink  by  half.  When  cisco 
Systems  Inc.,  a  Menlo  Park  (Calif.)  com- 
puter outfit,  went  public  in  early  1990, 
Zaman  bought  100  shares  for  $18  each. 
Now,  after  numerous  splits,  Zaman 
holds  800  shares  worth  about  $50  each — 
meaning  his  investment  has  grown  more 
than  twentyfold.  But  Zaman  has  also 
seen  a  few  companies  go  broke,  taking 
his  investment  with  them.  Lately,  he  has 
watched  his  health-care  holdings  bounce 
around. 

wake-up  call.  Zaman,  who  came  to  the 
U.  S.  from  Pakistan  in  1976,  got  the  IPO 
bug  in  a  prosaic  enough  fashion — by 
watching  TV.  In  the  early  Eighties,  when 
new  issues  were  skyrocketing,  Zaman 
was  dazzled  by  business-news  shows  re- 
porting on  big  gains  in  such  hot  IPOs  as 
Microsoft  Corp.  He  had  lost  a  bundle  by 
practicing  dollar-cost  averaging  with  val- 
ue stocks  that  seemed  only  to  lose  value. 
So  he  set  up  accounts  with  four  broker- 
age houses,  including  underwriters  of 
new  issues. 

Soon,  a  few  brokers  got  to  know  him 
well  enough  to  clue  him  in  on  promising 
upcoming  offerings,  getting  him  limited 
allocations  of  100  or  more  shares  of  hot 
stocks  at  a  time.  He  became  such  a  good 


ZAMAR:  "ONE  HAS  TO  LEARN  WHEN  TO  CUT  ONE'S  LOSSES" 


client  that  one  broker  now  regularly 
reads  him  stock-market  columns  from 
early  editions  of  New  York  newspapers 
most  mornings  at  7. 

But  Zaman  does  his  own  homework. 
He  reads  new-issues  newsletters  faith- 
fully, along  with  the  general  press.  Each 
night,  he  checks  prices  on  the  computer- 
service  Prodigy,  and  he  watches  tapes  of 
public  TV's  Nightly  Business  Report  ev- 
ery evening.  By  early  morning,  he's  di- 
recting his  brokers  to  move  him  in  or 
out  of  stocks.  "He  really  works  at  it," 
says  Robert  S.  Natale,  editor  of  Stan- 
dard &  Poor's  Corp.'s  Emerging  &  Spe- 
cial Situations  newsletter  and  a  regular 
Zaman  telephone  contact. 

Zaman's  advice:  Do  solid  research,  and 
maintain  sharp  discipline.  First,  he  dopes 
out  which  industries  seem  most  promis- 
ing. Then,  he  buys  new  issues  in  them. 
But  he  is  careful  to  sell  when  they  begin 
to  descend.  "If  they  are  going  down  on 
big  volume,  that's  a  red  flag  for  me. 
That  indicates  that  some  money-manag- 
er is  selling,"  he  says.  "One  has  to  learn 
when  to  cut  one's  losses,  because  they 
just  get  wider  and  wider."  He'll  quickly 
sell  out  if  a  stock  drops  a  quarter  below 
the  offering  price — a  sure  sign  that  de- 


mand has  faded — but  he'll  also  he 
promising  stocks  for  years.  He  stee 
clear  of  IPOs  that  are  priced  lower  th; 
expected  or  that  come  out  with  few 
shares  than  expected — another  sure  da 
ger  sign. 

second  choice.  Spreading  out  the  risk 
also  crucial  to  Zaman.  Although  n 
averse  to  buying  big,  he  is  leery  of  bi 
kers  who  offer  big  positions:  That  su 
gests  slack  demand  among  institutio 
that  get  first  crack  at  IPOs.  He  also  fre 
about  brokers  who  try  to  force  slop; 
seconds  on  him,  offering  him  shar 
only  after  trading  has  begun,  when  t 
price  is  up.  Zaman  also  warns  that 
investor  should  put  all  his  holdings 
risky  spots.  "The  most  important  lessi 
is  to  keep  in  mind  how  much  you  a 
willing  to  lose,"  he  says. 

Zaman,  43,  manages  to  run  his  port! 
lio  despite  a  busy  schedule.  Along  with 
bustling  medical  practice,  he  directs  t 
oncology  department  at  the  local  hos] 
tal.  He  even  finds  time  to  tend  to 
3,000-volume  collection  of  first-editi 
mysteries.  But  for  Zaman,  nothing  bea 
the  challenge  of  the  biggest  myste 
around:  Where's  the  next  hot  IPO? 

By  Joseph  Weber  in  Philadelph 
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For  minds  that  cover  a 
lot  of  ground,  we 
present  the  new  IBM 
ThinkPad®  720s. 

Introducing 

ThinkPad  720 

Notebooks  so  graceful, 
their  sleek  design  and 
slim  profile  almost  defy 
their  sheer  might. 
Rocket-fast  IBM 
186SLC2  50/25  MHz 
processors  speed  things 
ilong,  so  you  work  in  a 
virtually  wait-less  state. 

Everything  about  the  720  and  720C  was 
lesigned  to  close  the  chasm  between  mind  and 


ThinkPad 

720C 

720 

Processor 

486SLC2  50/25  MHz 

486SLC2  50/25  MHz 

Display 

10.4"  Active  Matrix 
256  Color  @  640x480 

9.5"  Monochrome 
64  Grayscale  Screen 

Battery  Life 

2.4-4.8  Hours 

3.8-7.5  Hours 

PCMCIA  Support 
Release  2.01 

(1)  Typelllor 

(2)  Type  lis 

(1)  Type  III  or 

(2)  Type  lis 

Warranty 

3  Years  (International) 

3  Years  (International) 

tDepending  on  usage  and  configuration. 


machine.  Just  touch  the 
exclusive  TrackPoint™  II 
pointing  device  to  send 
the  cursor  where  you 
want  it  to  go.  The  720C 
has  a  dazzling  10.4 " 
color,  active -matrix, 
TFT  display — the  largest 
color  notebook  display 
out  there.  Both  models 
feature  the  new  genera- 
tion of  PCMCIA  credit- 
card -size  adapters. 
Simply  slide  one  in  to 
conncrl  v  ia  modem, 
LAN  or  host  network. 
And  every  ThinkPad  comes  with 
"Thank  You's  from  ThinkPad"— 
a  booklet  packed  with  nearly 
$4,000  in  savings  on  valuable 
mobile  products  and  services.* 
For  more  information  or  an  IBM  author- 
ized dealer  near  you,  call  our  Personal 
Systems  HelpCenter®  at  1  800  772-2227  or 
TDD/ASCII  1  800  426-4238.  In  Canada,  call 
1  800  465-7999.  Now,  choosing  the  ultimate 
notebook  is  hardly  rocket  science. 


Take  advantage  of 
PCMCIA  cards. 


Think  of  it 

clS  Si  launchpad 

for  your  mind. 


Thank  You's  from  ThinkPad"  booklets  available  in  U.S.  only.  "Thank  You's 
from  ThinkPad"  are  valid  from  5/4/93  through  4/30/94.  IBM,  ThinkPad  and 
HelpCenter  are  registered  trademarks  and  TrackPoint  is  a  trademark  of 
International  Business  Machines  Corporation  ©1993  IBM  Corp. 


SellThe  Corporate  Jet 


Introducing  Lincoln  Mark  VII] 

The  traditional  symbol  of  personal  high-performanc< 
transportation  has  just  acquired  a  little  competition: 
new  280-horsepower  Lincoln  Mark  VIII. 


LINCOLN-MERCURY  DIVISION  CSSi^y    Buckle  up-together  we  can  save  lives  -Driver  and  from  passenger  Supplemental  Reslrainl  System  Always  wear  your  safely  bell 


A  few  technical  highlights:  a  computerized  air 
pension  that  lowers  the  car  closer  to  the  road  at  high- 
I  speeds.  Four-sensor  anti-lock  brakes.  And  a  32-valve, 
r-Cam  V-8  that  provides  astonishing  acceleration. 

Inside,  a  dramatic  wraparound  cockpit  presents 
log  gauges,  an  onboard  message  center,  standard  dual 
bags?  even  an  available  voice-activated  phone. 


For  more  information,  call  1  800  446-8888.  Or 
visit  a  Lincoln  dealer.  Before  you  test  drive  the  Mark  VIII, 
however,  do  yourself  a  favor:  Drive  everything  else  first. 
There  is  no  more  powerful  argument  we  can  make. 


LINCOLN  MARK  VIII 

W  hat     A     Luxury     Car     Should  Be 
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CORPORATE  FINANCE  I 


MANY  UNHAPPY 
RETURNS 


Rock-bottom  rates  have  some  pension  funds  short  on  reserves 


any  troubled  industrial  compa- 
nies with  threadbare  pension 
I  funds  and  heavy  employee  re- 
tirement obligations  have  been  doing  a 
clever  dance  with  the  numbers.  When 
falling  interest  rates  began  battering 
their  funds'  investment  returns  in  1990, 
they  insisted  that  little  had  changed. 
They  maintained  the  same  rosy  return 
assumptions  they  used  during  the  dou- 
ble-digit 1980s.  With  the  recession  rag- 
ing, that  enabled  companies  to  save 
money  by  skimping  on  payments  into 
their  pension  funds. 

Now  the  dance  is  over.  On  May  13, 
General  Motors  Corp.  reduced  its  fixed- 
income  return  assumption  for  account- 
ing purposes  by  a  full  point  from  8.6%. 
The  lower  expected  returns  mean  GM 
likely  must  widen  its  unfunded  pension 
liability  by  $5  billion,  or  36%.  GM,  like  a 
lot  of  strife-ridden  giants,  is  under  pres- 
sure from  federal  pension  regulators  to 
catch  up. 

GM  is  far  from  alone.  Tenneco  Inc., 
whose  pension  plan  is  in  the  hole  by  $103 
million,  says  it  decreased  its  return  as- 
sumptions from  9.2%  to  8.9%  over  the 
past  year.  "But  we  haven't  figured  out 
yet  what  that  means  in  terms  of  chang- 
ing our  liabilities,"  says  Charles  H.  Hop- 
kins Jr.,  Tenneco's  director  of  benefits 
finance. 

"part  of  the  game."  Optimistic  return 
assumptions  have  long  been  an  artful 
labor  relations  tool  for  struggling  indus- 
trial behemoths.  In  contract  dickering 
with  the  United  Auto  Workers  over  the 
years,  for  instance,  GM  poor-mouthed  its 
financial  situation  and  argued  that  re- 
sources were  better  devoted  to  restoring 
the  auto  maker's  market  position  than  to 
larding  the  retirement  fund,  pension  con- 
sultants say.  GM  balmed  the  union  by 
highlighting  the  pension  fund's  stellar 
investment  returns:  an  average  14.4'/' 
annually  over  the  last  10  years,  heavily 
propped  up  by  the  1980s  bull  market. 
"Saying  Wall  Street  will  take  care  of 
UAW  members  was  part  of  the  game," 
says  David  Langer,  a  New  York-based 
pension  actuary. 

Problems  began  developing  in  the  mid- 


rent  worries  over  inflation  have  lij 
interest  rates  somewhat,  few  expect 
to  last  long. 

In  acknowledging  the  impact  of  lo 
returns,  GM  last  year  booked  a  $2  bil 
charge  against  equity.  Changed  actj 
ial  assumptions  were  partly  to  bla 
The  company  belatedly  conceded  t 
workers  were  retiring  earlier.  In  its  I 
13  announcement,  GM  admitted  that 
rates  stay  low  for  the  rest  of  this  y, 
the  unfunded  liability  will  leap  by  n 
than  one-third,  to  $19  billion.  That 
result  in  another  hit  to  equity  of 
billion  in  1993.  All  this  is  on 
of  a  $21  billion  whack  that  c 
net  worth  took  in  1992  from  i 
rules  issued  by  the  Financial 
counting  Standards  Board  that 
quired  companies  to  write  off 
ture  retiree  health  benef 
Admits  a  GM  executive:  "The 
tra  asset  performance  [of 


1980s.  Although  long-term  interest  rates 
began  falling  in  1988,  pension  managers 
continued  to  assume  ever-higher  rates  of 
return  on  investments  (chart).  The  trend 
became  glaringly  apparent  when  the 
Federal  Reserve  yanked  rates  down  rad- 
ically to  combat  the  recession — and  the 
bellwether  long  bond's 
yield  fell  below  pension 
funds'  projected  rates 
of  return.  True,  pension 
funds  don't  depend  sole- 
ly on  interest  from 
fixed-income  invest- 
ments. Stocks  make  up 
a  good  half  of  the  aver- 
age pension  portfolio. 
But  stock  market  re- 
turns haven't  been  very 
generous  in  recent 
years,  either.  While  cur- 
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PENSION  fUNDS 
WAX  OPTIMISTIC 


YIELD  ON  30-YEAR 

TREASURY  BOND 

PROJECTED  RATE 

OF  RETURN 
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85 

'87        '89  '91 
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▲  PERCENT 

DATA:  HEWITT  ASSOCIATES,  DRI/McGRAW-HILL 


1980s]  was  covering  up  the  problem  t 
was  brewing"  with  the  humongous 
funded  pension  liability.  Overall 
turns — stocks,  bonds,  and  other  inv 
ments —  have  been  running  at  a  10% 
for  the  past  six  months,  but  it's  far  fi 
clear  that  GM  can  sustain  that. 

Thus  far,  few  ot 
corporations  with 
derfunded  corpor 
pension  plans  have 
ported  what  impact 
expected  lower  retu 
will  have  on  them.  0 
panies  eventually  m 
disclose  changes 
their  investment  ret 
assumptions,  as  well 
material  pens 
changes  that  affect 
balance  sheet. 


Some  companies  may  try  to  tough  it 
jt,  at  least  for  the  time  being.  NWA 
ic,  the  parent  of  Northwest  Airlines 
ic,  which  has  $200  million  in  unfunded 
abilities,  has  maintained  its  expected 
ite  of  return  steady  at  10.5%- — a  lot 
igher  than  many  analysts  think  it  can 
.istain.  The  company  didn't  return 
hone  calls  requesting  comment. 
But  it  seems  certain  that  most  compa- 
ies  with  large,  underfunded  plans  will 
ive  to  follow  GM's  lead.  "Steel,  automa- 
ve,  rubber,  and  airlines  will  get  hit 


If  interest  rates  stay 
low,  GM's  unfunded  liability 
:ould  hit  $19  billion  this  year 
and  lead  to  more  equity  hits 


ird,"  says  Jerry  Y.  Carnegie,  a  partner 
ith  Hewitt  Associates,  an  employee 
snefits  consultant.  Bethlehem  Steel 
orp.,  for  instance,  has  a  $1  billion  un- 
mded  liability,  which  is  likely  to  be  a 
rain  on  its  earnings. 
To  be  sure,  corporations  aren't  the 
ily  organizations  playing  around  with 
snsion  difficulties.  Hard-pressed  state 
nd  local  governments  have  also 
umped  up  their  expected  retirement- 
md  investment  returns  so  they  could 
;duce  their  pension  contributions. 
O  confessions.  Last  year,  New  Jersey 
2lped  bridge  its  budget  shortfall  by 
langing  its  method  of  accounting, 
hich  enabled  it  to  boost  expected  re- 
irns  from  7%  to  8.75%.  The  upshot: 
ew  Jersey  and  its  municipalities  re- 
aced  contributions  from  $900  million  to 
500  million.  The  New  York  City  Em- 
loyees'  Retirement  System  made  a  sim- 
ir  move  when  it  raised  its  investment 
^rformance  assumption  in  1990  by  peg- 
ing  future  inflation  at  4.5%,  a  rate 
lany  economists  believe  is  too  high, 
hat  enabled  the  Big  Apple  to  shunt 
120  million  toward  its  ever-clamorous 
orkers'  pay  hikes. 

No  one  likes  to  concede  he's  stealing 
•om  tomorrow  to  keep  going  today.  For 
ears,  GM  and  its  underfunding  brethren 
ave  calmed  worrywarts  by,  quite  right- 
',  pointing  out  that  their  pension  obliga- 
ons  will  come  due  only  gradually  over 
jming  decades  and  therefore  are  man- 
geable.  And  indeed,  GM  has  promised  it 
ill  fill  the  hole  in  its  pension  promises 
y  decade's  end,  when  presumably  its 
rofitability  will  be  restored.  Other  un- 
erfunders  have  made  similar  vows, 
heir  legions  of  workers  and  retirees 
ad  better  hope  they're  good  for  it. 
By  Larry  Light,  with  Kelley  Holland  in 
'ew  York,  Kathleen  Kerwin  in  Detroit, 
nd  Stephen  Baker  in  Pittsburgh 


A  Stock  Fund 
That  Has  Consistently 
Beaten  The  Index 


If  you're  looking  for  an  equity  fund  that  does  more  than  simply 
mirror  the  stock  market  like  an  index  fund,  consider  Fidelity  Dis- 
ciplined Equity  Fund.  Backed  by  Fidelity's  money  management 
expertise,  this  hind  aims  for  growth  that  outperforms  the  S&P  500 
year  after  year. 

A  Unique  Approach  That's 
Delivered  Results 

Fidelity  Disciplined  Equity  Fund  invests  in 
similar  industries  as  the  S&P  500  but  may  not  necessarily 
choose  the  same  stocks.  We  use  a  proprietary  soft- 
ware program  that 


120% 


Cumulative  Total  Returns  12/28.'88-3/'31/93f 


Dec  Jun  Dec  Jun  Dec  Jun  Dec  Jun  Dec 
1988  1989         1990         1991  1992 


screens  through  thou- 
sands of  potential 
investments  and  invest- 
ment variables.  This 
helps  us  to  select  those 
stocks  we  believe  to 
have  the  greatest 
growth  potential  within 
each  industry.  Average 
Annual  Total  Returns:  14.51%  for  1  year;  20.32% 
for  Life  of  Fund.1 

All  it  takes  is  $2,500  to  sum  pursuing  the  growth 
potential  you  want  with  no  load.  Or  ask  for  a  free  IRA 
fact  kit,  including  a  transfer  form,  and  start  your  IRA 
with  just  $500. 

Visit  A  Local  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity 


investments 

Common  sense.  Uncommon  results. 


For  more  complete  information,  including  fees  and  expenses,  ask  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money.  'The  fund  commenced  operations  1 2/28/88.  Average 
annual  total  returns  are  as  of  3/3 1/03  The  fund's  cumulative  total  return  as  of  3/3 1/93  for  life  of 
fund  was  1 19.89%.  The  S&P  SOO's  cumulative  total  return  for  the  same  period  was  87.69%.  Total 
returns  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital 
gains.  Returns  for  the  S&P  500,  an  unmanaged  index  of  common  stock  prices,  include  reinv  estment 
of  dividends.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  vary  and 
you  may  have  a  gain  or  loss  when  you  self  your  shares.  Fidelity  Distributors  Corporation. 
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Commentary /by  Christina  Del  Valle 


TIME  TO  TURK  OUT  THE  LIGHTS  AT  THE  SBA? 


lo  one  talks  more  often  and 
more  earnestly  about  the  need 
I  to  promote  small  business  than 
Bill  Clinton.  So  it  came  as  no  surprise 
when  the  President  tapped  savvy 
North  Carolinian  Erskine  B.  Bowles, 
47,  to  head  the  Small  Business  Admin- 
istration. An  investment  banking  whiz 
who  founded  a  leading  small-business 
financing  boutique,  Bowles  actually 
knows  something  about  en- 
trepreneurial economics.  It's 
a  refreshing  change  from 
the  out-of-work  political 
hacks  who  usually  run  the 
$835  million  SBA. 

Bowles,  who  was  sworn 
in  on  May  12,  vows  to  make 
the  SBA  "efficient  and  effec- 
tive," two  things  the  agency 
has  not  been  as  long  as  any- 
one can  remember.  But  the 
tide  of  history  is  against 
him.  Clinton  should  have 
saved  Bowles  the  trip  to 
Washington  and  turned  out 
the  lights. 

For  decades,  the  SBA  has 
been  racked  by  scandals 
over  everything  from  phony 
minority  contracts  to  Wed- 
tech-style  influence  ped- 
dling. Politics  has  pervaded 
its  grants.  And  poor  man- 
agement has  been  an  SBA 
hallmark.  The  result  has 
been  an  agency  "headed  in 
the   wrong  direc- 
tion," contends  Da- 
vid K.  Voight,  a 
U.  S.  Chamber  of 
Commerce  offi- 
cial. The  agen- 
cy's role  has  been 
further  marginalized 
by  a  new  trend:  The  increas- 
ing willingness  of  private  financial 
sources  to  provide  small  business  with 
capital. 

PORK  AND  PATRONAGE.  When  the  SBA 
opened  its  doors  in  1953,  its  mission 
seemed  clear:  make  loans  to  small  en- 
terprises and  represent  the  interests  of 
small  business  on  Capitol  Hill.  There 
have  been  successes.  Among  them: 
helping  finance  such  future  winners  as 
Federal  Express  Corp.  and  Apple  Com- 
puter Inc. 

But  the  SBA  hasn't  lived  up  to  its 
promise,  partly  since  it  has  been  too 


busy  dispensing  patronage  and  pork. 
Presidents  often  put  failed  politicos  at 
the  agency's  helm.  Bowles's  three  im- 
mediate predecessors  were  all  unsuc- 
cessful GOP  Senate  contenders.  And 
consider  the  SBA's  tree-planting  pro- 
gram: The  agency  wants  to  abandon  it, 
but  Congress  resists.  Of  the  $16  million 
spent  last  year  to  plant  trees,  $1  mil- 
lion ended  up  in  the  congressional  dis- 


THE  SBA'S  TROUBLED 
TRACK  RECORD 

TRIVIAL  IMPACT  The  SBA  has  loans  out  to 
a  mere  23,000  businesses,  a  tiny  portion 
of  America's  20  million  small  enterprises. 

CONFUSED  LENDING  CRITERIA  Sure,  it 
helped  out  a  fledgling  Federal  Express. 
But  it  denied  a  loan  to  Ben  &  Jerry's  in 
its  early  years. 

RECURRING  SCANDALS  Its  lending  has 
been  vulnerable  to  scams  for  decades. 
Most  notorious  recent  borrower: 
Wedtech. 

TOO  MUCH  PORK  SBA  projects  too  often 
target  influential  lawmakers'  districts, 
and  some  don't  even  help  business. 
Example:  tree  planting. 

DATS:  BUSINESS  WEEK 


trict  of  House  Small  Business 
Committee  Chairman  John  J.  La- 
Falce  (D-N.  Y.)  to  replace  timber 
lost  to  an  ice  storm.  Says  a  La- 
Falce  aide:  "The  program  was 
there,  and  he  sought  to  utilize  it." 
Worse,  SBA  programs  themselves 
aren't  much  help  to  the  small-business 
community.  Look  at  the  agency's  best- 
known  form  of  assistance,  the  7(a) 
loan-guarantee  program,  generally 
meant  for  companies  with  annual  reve- 
nues of  $3.5  million  or  less.  It  guaran- 
tees 85%'  of  eligible  loans,  which  to- 
taled $17  billion  in  1992.  But  it  reached 
only  22,000  companies,  about  0.1%  of 
all  small  businesses.  The  number  won't 
rise  anytime  soon.  On  Apr.  28,  the  pro- 


gram ran  out  of  money,  and  an  a 
tempt  to  restore  funding  was  she 
down  with  the  rest  of  the  Administn 
tion's  stimulus  package. 

Maybe  that's  just  as  well,  since  th 
SBA  has  a  bad  problem-loan  predici 
ment.  While  banks  on  average  writ 
off  1.4%  of  their  loans,  the  SBA's  199 
losses  came  to  2.1%  of  its  guarantee1 
loans,  or  $322  million.  In  the  SBA's  d< 
fense,  its  borrowers  ar 
riskier  than  most  other  ban 
customers,  so  a  higher  pei 
centage  of  its  loans  ar 
bound  to  go  south.  Yet  sec 
tion  7(a)  isn't  the  only  SB. 
initiative  with  a  dismal  rec 
ord.  Take  the  Small  Bus 
ness  Investment  Corp.  pre 
gram,  which  offered  loan 
to  1,622  venture-capita 
firms  from  1959  to  1995 
Nearly  a  third  of  the  compE 
nies  have  been  liquidatec 
at  a  cost  to  taxpayers  o 
$500  million.  The  SBA  move< 
to  overhaul  the  prograr 
in  1990. 

market  forces.  Fortunate 
ly  for  small  business,  th 
market  is  starting  to  pre 
vide  solutions  that  couL 
make  the  SBA  unnecessary 
The  new  SBA  chief's  ow: 
firm,  Bowles  Hollowell  Cor 
ner  &  Co.  in  Charlotte,  N.C 
is  one  of  scores  of  invest 
ment  banking  boutique 
that  target  the  small-bus 
ness  market.  And  after  se\ 
eral  years  of  tightfisted 
ness,  banks  are  respondinj 


to  the  federal  pressure  to  help  smai 
corporate  borrowers.  Bank  of  Bostoi 
Corp.  is  moving  into  this  niche,  with  $' 
billion  to  lend.  The  SBA's  credit  budge 
amounts  to  only  $403  million  this  year 
Market  forces  may  have  made  Pres: 
dent  Clinton's  choice  of  an  enterprisinj 
financier  to  head  the  SBA  a  bit  acaderr 
ic.  Bowles  hopes  to  make  the  SBA  : 
critical  force  in  the  small-busines 
economy — and  realizes  the  enormity  o 
the  job.  But  he  remains  optimistic 
"This  is  a  new  day  at  the  SBA,"  h 
promises.  The  question  is,  should  ther< 
be  a  tomorrow? 

Del  Valle  covers  small  business  frori 
BUSINESS  WEEK's  Washington  bureau. 
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IY  GENE  G.  MARCIAL 

NINE  WEST  HAS 
PUT  ON  ITS 
DANCING  SHOES 


ine  West  Group  is  a  company 
Imelda  Marcos  would  probably 
die  for:  It  sells  more  than 
.00,000  pairs  of  women's  shoes  a  day. 
fine  West's  footwear  is  so  popular 
hat  its  shares  have  rocketed  to  28 
rom  17 xfa  when  it  went  public  on  Feb. 
!.  Are  the  shoes — and  the  stock — just 
me  of  those  passing  fads? 

"Definitely  not,"  insists  a  money 
nanager  at  a  large  Boston  investment 
:ompany  that  owns  nearly  5%.  This  pro 
hinks  Nine  West's  Big  Board  stock 
vill  rise  to  the  mid-30s  over  the  near 
erm  and  climb  to  more  than  40  over 
he  next  12  to  18  months,  based  on  the 
:ompany's  better-than-expected  first- 
luarter  results  and  its  rosy  prospects 
>ver  the  next  two  years. 

Analyst  Brenda  Gall,  a  first  vice- 
>resident  at  Merrill  Lynch,  is  also  high 
in  Nine  West,  which  sells  affordable 
ret  high-quality,  stylish  women's  foot- 
vear — casual  and  dress  shoes  and 
wots.  Gall  recently  raised  her  1993  es- 
imate  to  $1.50  a  share  from  an  earlier 
51.40,  and  her  1994  forecast  is  now 
51.70  to  $1.75  from  a  previous  $1.65  to 
51.70.  She  expects  sales  to  jump  to 
5617  million  in  1994  from  1993's  esti- 
mated $535  million  and  1992's  $461  mil- 
ion.  Gall  says  Nine  West  stands  to 
>oost  its  current  3%  market  share, 
>ince  women's  casual  shoes  are  now 
lutting  into  athletic-shoe  sales. 

Profit  margins  are  fat.  Nine  West's 
shoes  and  boots,  which  are  priced  be- 
ween  $25  and  $140  a  pair,  are  manu- 
factured in  Brazil  by  three  manufac- 
;uring  groups  that  Nine  West's 
nanagement  has  done  business  with 
:or  20  years.  Their  cost-efficient  fac- 
flries,  which  have  their  own  tanneries, 
;mploy  38,000  workers. 
stepping  OUT.  So  far,  notes  Gall,  the 
:ompany's  260  stores  and  other  outlets, 
such  as  Macy's,  have  managed  to  meet 
)r  exceed  management's  goal  of 
steady  15%  compounded-annual-sales 
growth  and  an  earnings  rate  of  20%. 
^ine  West  is  planning  to  open  75  more 
stores  this  year. 

Co-Chairman  and  President  Vince 
3amuto,  who  owns  26%  of  the  compa- 
ny, notes  that  Nine  West  has  just 
scratched  the  surface  of  the  $14  billion 
women's  dress-shoe  retail  market.  "We 
won't  rest  until  we  have  become  a 


SPIKING  UP 
AT  NINE  WEST 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


dominant  force  in  our  end  of  the  shoe 
business,"  he  says. 

But  as  big  as  the  U.  S.  market  is, 
"we  are  open  to  opportunities  over- 
seas," Camuto  adds.  He  says  several 
European  companies  have  inquired 
about  Nine  West  coming  to  Europe  for 
a  licensing  pact  or  joint  venture. 


INSURING  THOSE 
THE  OTHERS  IGNORE 


ost  property-and-casualty  in- 
,  surers  are  plagued  with  f inan- 
Icial  woes.  But  not  Texas- 
based  Gainsco.  For  the  eighth  year  in  a 
row,  the  company  has  posted  record 
earnings,  with  an  annual  per-share 
growth  rate  of  55%  last  year.  And 
while  many  insurance  stocks  have  been 
on  the  ropes,  Gainsco's  shares  have 
been  out  there  swinging.  The  stock  has 
jumped  from  8  in  early  1992  to  15%  on 
May  18.  What's  Gainsco's  secret? 

This  "niche  player"  is  in  parts  of  the 
P&C  business  where  others  fear  to 
tread,  says  investment  manager  Mary 
Sunderland  at  Skandia  Investment 
Management,  which  owns  nearly  5%  of 
the  stock.  Gainsco  takes  on  high-risk 
and  nonstandard  policies  that  are  ei- 
ther too  small  or  too  specialized  for 
other  insurers  to  handle,  she  says. 

Indeed,  Gainsco's  clients  include 
owners  of  used-car  lots  and  commercial 
vehicles,  as  well  as  coal  haulers  and 
building  contractors.  It  does  business 
mainly  in  Florida,  Pennsylvania,  Texas, 
and  Virginia. 

Gainsco  has  been  able  to  raise  rates 
in  an  environment  that  has  stuck  other 
insurers  with  soft  insurance  pricing. 
"Our  insurance  rates  are  firming," 


says  Chairman  and  CEO  Joe  Macchia. 
The  company  focuses  on  widening 
profits  rather  than  increasing  its  gross 
underwriting  business.  As  a  result,  he 
notes,  Gainsco's  ratio  of  losses  to  pre- 
mium income  is  81%,  vs.  an  industry 
average  of  100%-.  (A  ratio  under  100% 
indicates  an  underwriting  profit.) 

Sunderland  sees  Gainsco  earning  90<t 
to  95$  in  1993  and  $1.15  in  1994,  vs. 
1992's  77$.  Although  the  stock  is  trad- 
ing at  about  16  times  Sunderland's 
1993  earnings  estimate,  she  expects  it 
to  hit  much  higher  levels  over  the  next 
12  months. 


ONLY  ITS  PRODUCT 
IS  STERILE 


Steris  is  one  of  those  small,  ob- 
scure companies  that  appears 
poised  to  burst  into  a  big  mar- 
ket. Why?  It's  the  developer  and  mak- 
er of  Steris  1,  a  portable  sterilizing 
system  that  uses  a  low-temperature, 
liquid-chemical  process  to  sterilize  sur- 
gical instruments  at  operating  rooms 
in  clinics  and  hospitals,  as  well  as  in 
laboratories.  Already,  Steris  has  posted 
stellar  results  for  the  year  ended  Mar. 
31:  Sales  jumped  106%,  to  $26.6  million, 
and  profits  totaled  $2.5  million,  or  31$  a 
share,  vs.  a  loss  in  1992. 

Analyst  Lynn  Malkes  at  Roney  & 
Co.  sees  earnings  rising  to  51$  in  fiscal 
1994  and  77$  in  1995.  "With  projected 
50%  annual  sales  and  earnings  growth 
for  the  next  two  to  three  years,  an 
exceptional  balance  sheet,  and  competi- 
tion almost  nil  in  its  market,  Steris  is  a 
compelling  buy,"  she  says.  Malkes  sees 
the  stock  hitting  25  in  a  year. 

What's  more,  her  estimates  don't 
take  into  account  a  new  market  that 
the  company  expects  to  be  in  as  early 
as  this  year:  biohazardous-waste  dis- 
posal. Steris  has  just  formed  a  joint 
pact  with  Ecomed,  a  private  company 
with  a  proprietary  technology  for  de- 
stroying discarded  materials  such  as 
hypodermic  needles  and  surgical  sharp 
instruments.  Steris  and  Ecomed  have 
developed  a  trash  compactor  that  de- 
stroys and  decontaminates  this  kind  of 
waste.  The  remains  from  the  Steris- 
Ecomed  compactor  can  be  thrown 
away  as  ordinary  garbage,  says  Steris 
Chairman  and  CEO  Bill  Sanford. 

"We  are  ready  to  break  into  this 
business  as  soon  as  the  Environmental 
Protection  Agency  gives  us  the  go- 
ahead,"  says  Sanford.  The  market  for 
this  waste-disposal  system  could  be 
huge,  he  adds,  perhaps  becoming  as 
large  as  Steris'  sterilizing  business. 
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SEMICONDUCTORS  I 


A  WHOLE  NEW 
CHIP  GAME 


IBM,  AT&T,  DEC,  and  HP  jump  into  the  open  market 


Protected  by  guards  and  hidden 
from  roadside  view,  the  headquar- 
ters of  IBM's  mammoth  chipmak- 
ing  operation— the  world's  largest— is  a 
forbidding  place.  Until  recently,  the 
216,000-square-foot  Somers  (N.Y.)  build- 
ing didn't  even  have  visitor  parking. 
But  now,  Somers  executives  are  throw- 
ing open  their  doors,  and,  more  impor- 
tant, are  offering  to  sell  rivals  IBM's 
most  advanced  technology. 

It's  just  one  sign  of  a  major  plunge  by 
IBM,  DEC,  Hewlett-Packard,  and  a  hand- 
ful of  other  electronics  giants.  After 
years  of  making  chips  only  for  their  own 
products,  these  companies  are  seeking 
new  revenues  from  sales  on  the  open 
market.  The  chip  business  is  already  so 
competitive  that  the  newcomers  won't 
turn  it  topsy-turvy,  but  they  could  shake 
out  a  few  weaker  players. 

The  biggest  impact  is  on  the 
neophyte  chip-sellers  themselves. 
Early  this  year,  IBM  broke  tradi- 
tion and  publicly  began  selling 
memory  chips— including  state- 
of-the-art  IB-megabit  chips  that 
haven't  even  appeared  in  many 
IBM  products  yet.  On  May  10, 
IBM  offered  to  build  custom  chips 
called  application-specific  inte- 
grated circuits  (ASICs)  that  are  at 
the  core  of  everything  from  main- 
frames to  advanced  voice-recog- 
nition systems.  Hewlett-Packard 
Co.  is  also  pushing  ASICs,  while 
Digital  Equipment  Corp.  is  to 
add  to  its  microprocessor  sales 
on  May  25  with  a  new  line  of 
communications  chips. 
NO  HERMITS.  These  owners  of 
"captive"  chip  operations  used  to 
feel  that  outside  customers  would 
distract  them  from  serving  their 
internal  needs.  Today,  outside 
customers  have  become  a  neces- 
sity. In  an  era  of  increasingly 
open  standards,  computer  makers 
want  to  make  their  new  chip  de- 
signs industry  standards  by  sell- 
ing them  to  as  many  competitors 
as  possible.  The  discipline  of  sell- 
ing outside  can  also  help  produc- 


ers reduce  costs  and  boost  quality.  And 
with  tomorrow's  chip  plants  projected 
to  cost  $1  billion  and  up,  computer  com- 
panies can  no  longer  afford  isolation. 
Unless  they  offset  the  huge  costs  of  run- 
ning their  chip  factories,  they  face  mas- 
sive write-downs  on  existing  plant  in- 
vestments, analysts  say. 

That's  IBM's  situation.  With  its  com- 
puter hardware  revenues  growing  at 
mere  single-digit  levels,  IBM  could  not 
afford  to  fund  chip  R&D  and  operating 
costs  that  are  rising  15%  to  20%  annual- 
ly, says  Jon  E.  Cornell,  the  executive 
organizing  IBM's  push  into  commercial 
chip  sales.  "This  is  not  a  hobby,"  says 
Cornell.  "We  have  to  do  this."  He  says 
he's  aiming  for  $1  billion  in  outside  chip 
sales  within  two  years-up  from  zero  last 
year  and  an  estimated  $300  million  in 
1993-to  customers  in  computers,  com- 


munications, and  consumer  electron 
In  some  ways,  the  timing  couldn't! 
better.  The  semiconductor  industry! 
undergoing  a  sea  change— away  from 
neric  chips  and  toward  entire  systems 
silicon  that  incorporate  knowhow  oi 
scattered  among  several  chips  and  s< 
ware  programs.  After  decades  of  build 
complex  systems,  computer  compan 
are  rich  in  such  skills.  They  can  t£ 
heart  from  the  experience  of  Amerk 
Telephone  &  Telegraph  Co.  It  stumb 
for  years  with  generic  chips,  but  tl 
marshaled  its  systems  skills  and  toe 
has  a  newly  profitable,  $2.5  billion  op 
ation  whose  merchant  sales  grew  3 
last  year  to  No.  20  in  the  world,  accord 
to  market  researcher  Dataquest  (box} 
big  arsenal.  Because  of  such  gai; 
semiconductor  companies  aren't  taki 
the  new  entrants  lightly.  "We  have  to 
concerned  with  them  in  the  mid-  to  loi 
term,"  says  Kevin  McGarity,  senior  vi 
president  at  Texas  Instruments  Inc.  I 
jime  Sasaki,  an  NEC  Corp.  sen: 
vice-president,  says  the  entry  of  s; 
terns  builders  such  as  IBM  and  Hewle 
Packard  into  the  chip  market  "is  goi 
to  make  life  harder  for  smaller  chip  co 
panies  that  don't  have  products  wit! 
lot  of  differentiation  and  don't  have  t 
same  knowledge  of  systems." 

Among  the  computer  giants,  IBM  1 
the  highest  ambitions,  with  money-m; 
ers  such  as  memory  chips,  microproc 
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ESCAPING 
CAPTIVITY 


K,  and  ASICs,  of 
lich  it  is  esti- 
ited  to  be  the 
►rld's  largest 
oducer.  With 
ite-of-the-art 
oduction  lines 
East  Fishkill, 
Y.,  and  Essex 
nction,  Vt.,  "IBM  has 
ne  great  technology,"  says 
nith  Data  Systems  Executive 
ee-President  David  F.  O'Con- 
r.  "We're  talking  with  them, 
d  we're  very  excited." 
Still,  success  in  these  markets 
II  require  huge  changes  in  the 
ly  the  captives  make  chips, 
gh  costs  that  used  to  be  ab- 
'bed  in  the  bookkeeping  won't 
"vive.  Nor  will  idiosyncratic  siz- 
and  packaging  techniques  that 
*ow  the  companies  out  of 
e  with  the  chip  indus- 
|  Already,  changes  are 
purring:  IBM  bowed  to 
2  wishes  of  Motorola 
its  partner  on  the 
werPC  microprocessor,  and  agreed  to 
design  the  chip  with  commercial  soft- 
ire  that  Motorola  knew  well  instead  of 
ing  IBM's  own  design  tools. 
The  open  market  can  be  a  challenge 
•  newcomers.  IBM  lost  the  chance  to 
rn  up  its  first  national  chip  outlet 
len  Intel  outmuscled  it  to  win  over 
ip  wholesaler  Anthem  Electronics, 
hev  felt  the  return  on  Intel  would  be 


Some  companies  that  are  freeing  their  in-house  chip 
operations  to  enter  fast-growing  commercial  markets 


better  short-term,"  says  Intel  director 
of  distribution,  sales,  and  marketing 
Dennis  C.  Reker.  He  calls  the  timing 
coincidental  and  not  intended  to  thwart 
IBM's  entry  into  commercial  chip  sales. 
IBM's  Cornell  says  the  company  knows 
that  it  must  expand  its  portfolio  to  inter- 
est wholesalers  in  carrying  IBM  prod- 
ucts—an expensive  proposition. 

Some  rivals  say  the  changes  may  be 
so  daunting  as  to  cause  a  quick  retreat. 
Wilfred  J.  Corrigan,  CEO  at  ASIC  maker 


LSI  Logic  Corp.  in  Milpitas,  Calif., 
says  assembling  sales  and  tech- 
nical help  in  ASICs  will  be  slow 
and  costly  for  IBM:  "I  think  what 
IBM  will  find  out  is  they  ought  to 
sell  computers." 

To  prove  Corrigan  and 
other  naysayers  wrong, 
the  newcomers  are  mov- 
ing gradually,  and  with 
partners.  IBM  has  made  Mot- 
orola its  key  microprocessor  part- 
ner. DEC  is  working  with  Japan's 
Mitsubishi  Electric,  and  Hewlett- 
Packard  with  Hitachi  and  Sam- 
sung. HP  is  limiting  its  com- 
mercial ASIC  work  to 
30%— enough,  it  figures, 
to  defray  the  cost  of 
building  chips  for  itself. 
And  DEC  is  coming  to  mar- 
ket with  a  narrow  line  of  chips, 
mainly  its  bet-the-company  Alpha 
microprocessor  and  a  handful  of 
logic  chips  that  were  developed 
for  Alpha  computers.  Even  IBM, 
the  most  aggressive  newcomer,  is  start- 
ing small— beginning  with  just  two  cen- 
ters where  customers  can  design  chips, 
vs.  50  run  by  LSI  Logic. 

The  newcomers'  outside  sales  aren't 
likely  to  rival  those  of  Intel,  NEC,  Toshi- 
ba, or  Motorola  anytime  soon.  But  IBM 
and  the  others  are  determined  to  give 
the  commercial  market  a  go.  The  truth 
is,  they  have  little  choice  but  to  try. 

By  Gary  McWiUiams  in  Boston,  with 
bureau  reports 


BAD  THINGS  CAN  HAPPEN  TO  GOOD  CHIPS:  A  CAUTIONARY  TALE 


JA  s  IBM  begins  commercial  chip 
SjLjfik  sales,  it  might  heed  the  words 
^^^of  an  alumnus,  Curt  Crawford, 
ow  the  vice-president  of  AT&T  Micro- 
lectronics:  "There's  a  great  deal  to 
e  learned.  Don't  underestimate  the 
ifficulty  of  the  job  you're  embarking 
n." 

Crawford  knows  whereof  he  speaks, 
n  the  mid-1980s,  predictions  were  rife 
hat  American  Telephone  &  Telegraph 
!o.  would  soon  become  one  of  the 
world's  biggest  chip  sellers.  In  1985, 
T&T  announced  memory  chips  and  its 
wn  microprocessor,  the  WE32000. 
loth  products  were  excellent— and 
oth  flopped.  The  memory  chips  were 
illed  by  price  wars;  the  WE32000  was 
one  in  by  Intel  Corp.  and  Motorola 
nc,  which  had  mainstream  micropro- 
essor  customers  sewn  up. 
IOBBIT  FORMING.  Nor  did  it  help  that 
T&T  lacked  any  concept  of  chip  mar- 
king. Says  Jack  Beedle,  president  of 
n-Stat  Inc.,  a  chip  research  firm  in 
Icottsdale,  Ariz.:  "They  built  the  finest 


chips  in  the  world,  then 
had  telephone  salesmen 
try  to  sell  them." 

Since  then,  AT&T  has 
turned  itself  around  by  fo- 
cusing on  markets  where 
it  has  an  edge,  such  as 
communications.  An  ex- 
ample is  the  Hobbit  chip 
that's  going  into  the  forth- 
coming Eo,  a  blend  of  cel- 
lular phone  and  pen-based 
computer.  The  Hobbit, 
whose  speedy  features 
were  invented  by  AT&T 
Bell  Laboratories  engineers  for  phone 
switches  as  big  as  walk-in  freezers, 
gets  more  speed  per  watt  of  power 
consumed  than  more  complex  micro- 
processors such  as  Intel's  Pentium. 
AT&T  has  also  zoomed  in  on  chips  for 
modems,  cellular  phones,  and  miniature 
hard-disk  drives,  where  plucking  sig- 
nals from  noise  comes  in  handy. 

AT&T  has  learned  to  sell  as  well. 
William  J.  Warwick,  president  of  AT&T 


Microelectronics  since 
1987,  replaced  nearly  half 
the  senior  executives  with 
outsiders.  The  newcomers 
built  a  600-member  sales 
force  and  a  network  of 
manufacturers'  reps  and 
distributors.  Boldly,  AT&T 
Microelectronics  rebuffed 
chip  orders  from  other 
parts  of  AT&T  if  the  busi- 
ness didn't  seem  attrac- 
tive. Crawford  expects 
the  unit  to  record  its 
first-ever  annual  profit 
this  year. 

Even  rivals  are  impressed.  "It  ap- 
peared in  the  past  that  they  felt  the 
best  technical  solution  was  good 
enough,"  says  David  French,  a  vice- 
president  at  chipmaker  Analog  Devices 
Inc.  Now,  he  adds,  "they're  pretty  ag- 
gressive about  solving  [customer]  prob- 
lems." Hey,  IBM— listen  up. 

By  Peter  Coy  in  Neiv  York,  with  bu- 
reau reports 
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Lexmark  \  simple 
snap-on  duplexer 
fits  every  primer  in 
the  family,  for 
two-sided  priming 
that  saves  paper 
and  filing  space. 


goes  farther  between  changes, creating  less 
waste.  (With  free  shipping  back  to  our 
recycling  program. Operation  ReSource?M) 
Even  the  carton  your  LaserPrinter  arrives 
in  is  made  from  recycled  material. 

But  you  won't  pay  a  premium 
for  these  environmental  features. 
Or  for  the  RISC  processor, 
compatibility  with  PostScript  and 
PC  L5, 600-dot-per-inch  resolution 
and  advanced  networkability  that 
are  all  standard.  In  fact,  these  new 
LaserPrinters  are  by  far  the  best 
values  on  the  market  today. 
They're  the  latest  from 
Lexmark,  the  independent 
worldwide  company 


Lexmark's  20,000 
page  cartridge 
means  less  waste. 
And  saves  up  to 
16%  over  the 
competition's 
cost  per  page. 


Lexmark  designed  its  newest  laser 
printers  to  perform  flawlessly  in  the  office 

environment.  Without  losing  sight 
of  the  global  one. 

That's  why  all  five  of  the  new 
IBM  LaserPrinter 4039 models 
accept  a  simple. snap-on  duplexing 
option.  Because  two-sided  printing 
saves  paper,  filing  space,  and  natural  resources. 

We  also  redesigned  the  print  process  to  be  ozone 
free.  Built  in  a  Power  Saver  mode  to  save  electricity. 
Designed  a  marathon  performance  print  cartridge  that 


Power  Saver 

On* 

Off 

}'on  can  cut  power  use  by 
60%  when  the  printer  is  idle 


& 

J1*  0|     of  I BM.  and  dedicated 
m|x-  1\3      t° s>nTple  business 

,    ."""f         ^7/    plan.  Listen  to  what 

I       ("/    customers  want.  Bring  it 

lo  niarket  fast.  Back  it  with  quality, 
support,  and  responsiveness. 
For  your  nearest  dealer,  call  1  800  358-5835 
(in  Canada.  1  800663-7662). 

And  ask  about  the  intelligent  new  printers  w'th  an 
intelligent  respect  for  the  environment. 

IBM  Personal  Printers  by 


Lexmark 


Make  Your  Mark 


Cost  per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  compared  to  HP  LaserJet  4  print  cartridge  IBM  is  a  registered  trademark  of  International  Business  Machines 
Corporation  in  the  U.S.  and  other  countries  and  is  used  under  license.  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated.  Lexmark  is  a  trademark  and  Operation 
Resource  is  a  service  mark  of  Lexmark  International,  Inc  ©1 993  Lexmark  International,  Inc. 


The  New  IBM  LaserPrinter  Family,  By  Lexmark.  Print  Smart 


evelopments  to  Watc 


TED  BY  OTIS  PORT 


OW,  BUILDINGS  THAT 
HINE  AND  COMPLAIN 


ixing  carbon  fibers 
linto  concrete  to 
make  a  beefier  material 
isn't  new.  But  research 
at  the  State  University 
of  New  York  at  Buffalo 
has  turned  up  a  fresh 
reason  for  putting  space- 
age  fibers  in  concrete: 
They  also  add  a  dose  of 
smarts,  enabling  build- 
ings and  bridges  to  warn 
of  needed  repairs. 

In  essence,  the  so- 
called  smart  concrete 
ctrically  groans  when  tiny  cracks  begin  to  develop.  That's 
:ause  the  carbon  fibers  make  the  concrete  10  times  as 
lductive  as  normal.  Since  even  tiny  cracks  will  affect  this 
lductivity,  and  the  change  can  be  easily  detected  with  stan- 
rd  electrical  probes,  repairs  can  be  made  on  the  cheap — 
fore  the  cracks  widen  into  visible  fractures.  Deborah  D.  L. 
ung,  head  of  materials  research,  estimates  that  a  concrete 
x  with  0.2%>  fibers  will  boost  costs  by  20%.  But  this  will  be 
'set  by  lower  maintenance  costs,  plus  the  need  to  use  less 
.terial,  since  the  fiber-reinforced  concrete  is  stronger. 


EARING  AIDS  THAT  KNOW 
HAT  YOU  WANT  TO  HEAR 


s  America's  baby  boomers  age,  tomorrow's  seniors  may 
be  more  prone  to  hearing  loss.  That's  because  rock  music 
en  booms  loudly  enough  to  gradually  but  permanently  dam- 
I  hearing.  So  Michael  Hoffman,  an  assistant  professor  of 
ctrical  engineering  at  the  University  of  Nebraska  in  Lin- 
n,  figured  it  was  time  for  a  better  hearing  aid. 
rhe  problem  with  most  hearing  aids  is  that  they  don't  dis- 
minate  between  the  sounds  that  wearers  want  to  hear  and 
>se  they  don't.  So  the  voice  of  someone  sitting  across  the 
>le  in  a  crowded  restaurant  gets  drowned  out  by  the  sur- 
mding  cacophony.  Hoffman's  solution:  make  the  hearing  aid 
ire  directional — most  sensitive  to  sounds  coming  from 
aight  ahead.  He  found  the  key  in  the  digital  signal-process- 
;  (DSP)  chips  that  plot  the  direction  of  blips  in  radar  and 
rar  systems.  While  his  prototype  works,  Hoffman  says  it 
il  take  late-1990s  DSP  chips  to  shrink  it  down  to  in-the-ear 
e.  Using  today's  chips,  it  would  be  the  size  of  a  Walkman. 


LIBRARY  OF  MUG  SHOTS 
F  CANCER  CELLS 


Jteven  G.  Morton  has  an  entrepreneur's  unshakable  belief 
"in  his  own  ideas.  To  start  Oxford  Computer  Co.  in  1987,  he 
)k  a  second  mortgage  on  his  Oxford  (Conn.)  home  and 
shed  in  his  retirement  plan  from  a  stint  as  a  researcher  with 
1  Corp.  His  fixation  was  an  "intelligent  memory  chip" — for 
lich  he  won  a  patent  in  1991 — that  combines  data  storage 
d  processing  on  the  same  piece  of  silicon, 
rhat  technology  is  now  taking  off  for  such  jobs  as  document 
inning  and  sorting.  But  with  Oxford  still  short  of  breaking 
en — until  late  last  year — Morton  roped  in  an  unlikely  backer: 


the  National  Cancer  Institute.  He  wanted  to  develop  a  way  to 
print  microscopic,  ultrahigh-resolution  images  for  use  as  opti- 
cal memory  chips.  To  catch  the  eye  of  the  NCI,  he  proposed 
printing  life-size  images  of  cancer  cells  in  Pap  smears  for  use 
as  a  reference  by  lab  technicians  and  researchers. 

The  just-completed  Pap  Smear  Micro  Library  costs  consider- 
ably more  than  the  $50,000  put  up  by  the  NCI.  But  now, 
Morton  has  the  means  to  print  images  with  unprecedented 
resolution:  25,000  dots  per  inch.  By  comparison,  most  laser 
printers  operate  at  300  dpi.  Next,  Morton  wants  to  marry  his 
supersharp  micro-images  with  computer  chips  in  systems  that 
would  automatically  screen  Pap  smears — or  diagnose  metallur- 
gical X-rays  of  aircraft  parts. 


SUPERCOMPUTERS:  A  WAY  TO  SCREEN 
OUT  THE  HYPE? 


lever  has  the  market  for  high-end  computers  been  more 
I  confusing  for  the  scientists  and  engineers  who  use  them. 
A  plethora  of  supercomputer  hopefuls  is  flooding  the  market 
with  unusual  and  incompatible  designs — each  of  them  claiming 
to  offer  superior  performance.  With  bewildered  buyers  sitting 
on  their  hands,  the  competitiveness  of  the  U.  S.  supercomputer 
industry  is  threatened  by  stagnation. 

To  inject  some  rationality  and  get  things  moving  again, 
computer  scientist  David  J.  Kuck  is  lobbying  federal  agencies 
to  create  a  "national  performance  center"  that  would  cut 
through  the  hype  and  help  customers  evaluate  the  real  perfor- 
mance trade-offs  of  competing  designs.  Kuck,  who  until  re- 
cently headed  the  Center  for  Supercomputing  Research  & 
Development  at  the  University  of  Illinois,  figures  the  proposed 
center  would  cost  less  than  $2  million  a  year  to  operate. 
Individual  agencies  say  they're  interested — but  only  if  they 
run  the  center.  Kuck  insists  that  won't  fly,  because  the  organi- 
zation he  envisions  will  require  wide  collaboration  to  spur 
progress. 


USING  SOUND  TO  TAKE 
THE  OCEANS'  TEMPERATURE 


Scientists  still  can't 
say  whether  the 
greenhouse  effect  will 
substantially  warm  the 
Earth.  Why?  Because  so 
little  is  known  about 
how  interactions  be- 
tween oceans  and  the  at- 
mosphere affect  climate, 
says  John  L.  Spies- 
berger,  a  meteorologist 
at  Pennsylvania  State 
University.  But  that  will 
change  soon. 

A  team  led  by  Spies- 
berger  has  just  won  a  $10.4  million  grant  from  the  Pentagon's 
Advanced  Research  Projects  Agency  to  take  the  temperature 
of  the  seas.  Sound  pulses  will  be  sent  racing  thousands  of 
miles  under  water  while  hundreds  of  floating  monitors  detect 
the  passing  pulses.  Since  sound  travels  at  different  speeds 
depending  on  the  water's  temperature,  measuring  the  travel 
time  from  place  to  place  provides  an  accurate  thermometer. 
Experiments  dating  to  1983  have  already  proved  that  the 
concept  works.  When  the  first  listening  devices  are  set  adrift 
next  year,  says  Spiesberger,  the  effect  "will  be  like  putting 
satellites  in  space  and  looking  at  the  earth  for  the  first  time." 
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SOFTWARE  I 


BIG-GAME  HUNTER 
BILL  GATES 

His  target:  The  electronic  heart  of  business 
1  *  * 


SOFT'S  NT 


OOKS  LIKE 
BORN 


FRONT-RUNNER 


r 


When  Microsoft  Corp.  unveiled 
its  Windows  for  Workgroups 
software,  it  put  on  a  show 
with  Broadway  dancers.  For  the  debut 
of  a  new  data-base  program,  it  treated 
1.000  guests  to  champagne  and  shrimp 
at  Caesar's  Palace.  Now.  the  software 
giant  is  ready  to  launch  the  most  ambi- 
tious product  in  its  18-year  history:  Win- 
dows NT.  a  new-generation  operating 
system.  What's  up  for  the  May  24  de- 
but? A  seven-minute  documentary,  fol- 
lowed by  a  technical  talk.  Says  Microsoft 
Vice-President  Jonathan  Lazarus:  "This 
is  a  product  for  people  with  serious  busi- 
ness needs." 

Serious  business  is  right.  Windows 
NT  has  been  six  years  and  S150  million 
in  the  making.  The  operating  system  is 


not  only  a  high-budget  product  but  a 
high-stakes  leap  onto  new  turf.  Says  Mi- 
crosoft Chairman  William  H.  Gates  III: 
"It  son  of  defines  how  high  the  ceilings 
will  be  around  here." 

How  high  is  up?  If  Windows  NT  clicks, 
it  could  extend  Microsoft's  reach  from 
the  world  of  spreadsheets  and  word  pro- 
cessing to  the  electronic  heart  of  big 
business— corporate  jobs  such  as  account- 
ing, inventory  management,  and  transac- 
tion processing  that  are  now  done  on 
mainframes  or  minicomputers.  Designed 
for  the  so-called  client-server  networks 
that  are  capable  of  such  tasks,  it's  the 
company's  first  operating  system  that 
will  run  on  different  types  of  comput- 
ers—not just  PCS. 

For  now.  however.  Gates  is  playing 


down  expectations.  He  acknowled; 
that  it  will  be  a  big  challenge  for  Mi 
soft  to  convince  global  corporations  t 
NT  can  run  their  critical  operatior 
even  their  entire  companies.  After 
prospective  buyers  will  be  asked 
switch  to  a  newcomer  from  such 
trenched  suppliers  as  IBM,  Novell.  H< 
lett-Packard.  and  Sun  Microsystei 
They  all  sell  operating  systc 
that  already  do  much 
what  NT  promises  itab 
"Microsoft  has  no  track  rec 
in  this  market,"  says  R 
Pieper.  president  of  Unix  S 
tem  Laboratories  Inc..  an  o{ 
ating-system  developer  thai 
being  acquired  by  Novell  In< 
Still,  NT  is  stirring  up  a  i 
dron  of  excitement.  First  off, 
like  Microsoft's  MS-DOS,  wh 
can  handle  only  16  bits  of  d| 
at  a  time.  Windows  NT  takes  : 
advantage  of  the  powers  of  32- 
microprocessors.  In  addition,  it  inclu< 
built-in  security  features  and  "multita 
ing."  the  ability  to  run  many  appli 
tions  at  once.  NT  also  sports  the  sa 
easy-to-use  look  of  regular  Windoi 
The  resulting  4-million-line  program 
four  times  as  big  as  any  other  Micros 
offering.  It's  the  handiwork  of  a  2 
person  team  headed  by  David  N.  Cut] 
the  father  of  Digital  Equipment  Cor] 
VMS  operating  system. 
double  play.  All  this  makes  Microsof 
serious  contender  for  client-server  s 
ups,  in  which  networks  of  desktop  cc 
puters  get  data  and  programs  from  h 
machines  known  as  servers.  To  play 
this  market.  Microsoft  will  sell  two  v 
sions  of  NT.  The  desktop  edition  will 
for  S495  iS295  for  current  owners 
Windows  or  IBM's  OS  2i.  An  "Advan< 
Server"  edition  lists  for  82,995  but 
being  offered  at  S  1.495  for  the  first 
months. 

But  even  the  most  ardent  NT  fans  ; 
planning  a  slow  conversion.  Bill  Bun 
systems  administrator  for  stapler  mal 
Stanley-Bostich  Inc..  has  been  testi 
desktop  NT  for  seven  months  and  calls 
"a  killer.  Gates  has  his  head  screwed 
right  with  this  one,"  he  says.  Still.  But 
is  being  cautious  about  installing  NT 
the  company's  200-plus  PCs.  One  reas 
is  cost:  He  doesn't  want  to  pay  S4 
per  PC  to  upgrade  to  NT  requirement 
12  megabytes  of  memory  and  75  me< 
bytes  of  disk  storage.  So  Bunch  will  b 
only  "several"  copies. 

Some  potential  buyers  just  don't  ws 
to  be  the  first  to  try  out  brand-m 
goods.  Microsoft  says  it's  stamping  c 
NT's  bugs  and  will  ship  finished  versic 
of  the  two  new  programs  within 
davs.  But  manv  customers  foresee 
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THE  RACE  IN  ADVANCED  OPERATING  SYSTEMS 


NT 

OS/2 

UNIX 

SOLARIS 

NEXTSTEP 

KEY  SUPPLIER  ► 

MICROSOFT 

IBM 

NOVELL'S  UNIX 
SYSTEM  LABS 

SUN  MICRO- 
SYSTEMS 

NeXT 

>IES  INSTALLED  ► 

80,000  TEST  COPIES 

2  MILLION 

24  MILLION* 

800,000 

50,000 

CHIPS  ► 

486/PENTIUM 
DEC'S  ALPHA 
MIPS 

486/PENTIUM 

486/PENTIUM 
H-P  WORKSTATIONS 
IBM'S  RS/6000 

486/PENTIUM 
SPARC 

486/PENTIUM 
MOTOROLA  68000 

NUMBER  OF  ► 
APPLICATIONS 

1,000 

1,200 

1 8,000 

7,500 

620 

HIDES  SUN  VERSIONS 

DATA:  DATAQUEST  INC,  COMPANY  REPORTS 

lg  haul.  "It's  likely  to  take  several 
ars  for  people  to  trust  it,"  says  David 
nnett,  information  director  for  Dunkin' 
»nuts  Inc. 

Gates  knows  that  customers  are  cau- 
us.  "We  have  modest  initial  expecta- 
ns  tor  Windows  NT  sales  compared 
th  the  overall  sales  of  Windows,"  he 
ys.  Gates  aims  to  sell  1  million  cop- 
i— mostly  the  desktop  version— in  the 
st  12  months.  Those  are  healthy  sales 
the  world  of  workstation  and  server 
fovare  but  skimpy  compared  with  voi- 
les in  the  PC  world.  Paul  Johnson,  an 
alyst  with  First  Boston  Corp.,  figures 
st-year  NT  revenue  will  be  $450  mil- 
n— $250  million  from  the  desktop  and 
00  million  from  100,000  server  units. 
That  revenue  won't  make  or  break 
crosoft,  which  is  operating  at  about  a 

billion  annual  rate.  But  a  slow  start 
old  give  competitors  a  chance  to  head 
:  NT.  On  May  18,  for  example,  IBM 
ped  the  ante  by  introducing  an  im- 
oved  version  of  its  32-bit  system, 
!/2.  It  handles  multimedia— mixing  vid- 

and  digital  sound.  And  since  OS/2 
ti  run  on  PCs  with  eight  megabytes 
memory,  IBM  is  aggressively  pursuing 
3  larger  desktop  market  rather  than 
"vers,  says  Lee  Reiswig  Jr.,  Big  Blue's 
esident  of  Personal  Software  Prod- 
ts.  To  fight  Microsoft,  he's  pricing 
5/2  at  $79  for  now,  while  launching  a 
"ies  of  attack  advertisements  branding 
|  as  a  "Nice  Try."  Says  Reiswig:  "I 
ink  we  can  win  this  war." 
KING  THE  HIGH  ROAD.  Meanwhile, 
eve  Jobs  is  recasting  NeXT  Computer 
|  as  an  operating-systems  supplier 
•  many  types  of  computers.  On  May 
,  NeXT  will  introduce  an  Intel-compat- 
e  version  of  its  NextStep  software, 
lich  has  become  a  favorite  of  advanced 
ogrammers. 

Microsoft's  biggest  challenge  will  be 
ocking  off  Unix,  which  is  sold  by  doz- 
s  of  suppliers.  Sun  Microsystems  Inc. 
trying  to  catch  NT  shoppers  with  a  PC 
rsion  of  its  Unix,  Solaris.  And  Novell, 
lich  already  has  70%  of  the  market 
"  PC-networking  software,  is  expect- 
to  complete  its  $350  million  acquisi- 
m  of  Unix  Systems  Labs  in  June.  USL 


sells  the  "source  code"  on  which  various 
versions  of  Unix,  such  as  Solaris,  are 
based.  Univel,  a  joint  venture  between 
USL  and  Novell,  sells  a  $250  desktop 
package  called  UnixWare  for  personal 
computers  based  on  Intel  Corp.'s  chips. 
Says  Univel  President  Joel  Applebaum: 
"NT  is  not  a  shoo-in." 

No,  but  it's  a  born  front-runner.  Some 
59%  of  200  big  corporations  surveyed 
by  the  Business  Research  Group  in  New- 
ton, Mass.,  say  they  are  likely  to  im- 
plement NT.  That  compares  with  39% 
for  Unix  and  36%  for  IBM's  OS/2. 


Microsoft's  $20  million  budget  for 
spreading  the  NT  gospel  won't  hurt.  So 
far,  it  has  signed  up  more  than  65,000 
applications-software  developers,  more 
than  200  distributors,  plus  more  than 
20  computer  makers.  Explains  Phillip 
E.  White,  chief  executive  of  data-base 
software  maker  Informix  Corp.:  "Micro- 
soft had  the  last  big  wave,  Windows, 
and  everybody  wants  to  catch  the  next 
big  one."  Operating-system  surfing  is  se- 
rious business  indeed. 

By  Kathy  Rebello  in  San  Francisco, 
with  bureau  reports 
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SUN  VS.  THE  HEAVYWEIGHTS: 
DOES  IT  HAVE  A  SHOT? 


In  the  huge  commercial  market,  false  moves  can  be  fatal 


You  could  call  it  a  watershed  event 
in  Sun  Microsystems  Inc.'s  nine- 
year  history  of  pulling  elaborate 
April  Fool's  Day  pranks  on  its  execu- 
tives. This  year,  Sun  engineers  managed 
to  shoehorn  co-founder  Andreas  V.  Bech- 
tolsheim's  blue  Porsche  Carrera  cabriolet 
into  his  corner  office.  Inside  the  car  sat 
an  aquarium  with  live  sharks  circling  a 
bubbling  Sun  workstation. 

The  scene  offered  an  apt,  if 
unintentional,  reminder  of  the 
treacherous  future  Sun  faces.  For 
years,  the  Mountain  View  (Calif.) 
company  has  strived  to  bust  out 
of  the  $10  billion  market  it  leads: 
networks  of  sophisticated  work- 
stations for  engineers  and  scien- 
tists. Even  as  that  market  was 
blasting  off  in  the  1980s,  and  Sun 
along  with  it,  Chief  Executive 
Scott  G.  McNealy  often  spoke  of 
a  larger  goal:  making  Sun  a  ma- 
jor force  in  today's  $100  billion 
commercial  computing  market. 
Businesses,  he  argued,  would 
someday  wake  up  and  see  how 
they  can  save  money  and  work 


smarter  by  shifting  from  mainframes  to 
desktop  machines. 

McNealy's  prediction  is  coming  true: 
Sun  is  breaking  out  of  its  engineering 
niche  and  selling  workstations  to  all 
sorts  of  businesses.  But  as  it  moves  into 
the  commercial  market,  Sun  enters  wa- 
ters where  much  bigger  fish  swim— lunk- 
ers  such  as  IBM,  Hewlett-Packard,  and 
Digital  Equipment.  As  a  consequence, 


SUN'S  SUPERSPARC  SAGA 


SPRING  1993: 

A  YEAR  LATE,  SUPERSPARC 
WORKSTATIONS  START 
SHIPPING  IN  VOLUME 


SEPT.  :91 
▲  MILLIONS  OF  DOLLARS 

DATA.  SUN  MICROSYSTEMS  INC.;  GOLDMAN,  SACHS  I 
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Sun  now  faces  the  battle  of  its  life. 

Not  only  are  the  industry  giants  fero- 
ciously defending  their  businesses  in 
minis  and  mainframes,  they're  mastering 
Sun's  game  of  workstations  and  net- 
works. Some  have  even  pulled  ahead  of 
Sun  in  cramming  more  power  into  desk- 
top machines.  And  more  players  are 
joining  the  fray.  For  example,  IBM  and 
Apple  Computer  next  year  plan  to  ship 
workstation-class  personal  computers 
based  on  the  PowerPC  chip  that  Motoro- 
la is  building  with  IBM. 

But  the  deadliest  threat  of  all  is  the 
coming  wave  of  computers  using  Intel 
Corp.'s  Pentium  microprocessor  and  Mi- 


The  second  thrust  is  a  software  torpe- 
do called  wabi  (Windows  Application  Bi- 
nary Interface).  Introduced  May  5,  the 
program  is  designed  to  make  most  Win- 
dows-compatible programs  run  unaltered 
on  Sun  and  other  Unix  computers.  Sun 
hopes  that  many  other  suppliers,  also 
alarmed  by  Microsoft's  growing  domi- 
nance in  desktop  computing,  will  rally 
around  WABI  and  make  it  a  standard.  If 
it  works,  Windows  compatibility  will  no 
longer  be  Microsoft's  trump. 

In  trademark  fashion.  McXealy  blush- 
es off  Sun's  many  challenges  with  a 
wave  of  his  hand.  His  competitors,  he 
savs,  are  "at  their  weakest  ever,"  and 


CEO  McNEALY:  MICROSOFT'S  WINDOWS  IS  JUST  "FROSTING  ON  A  ROAD  APPLE 


crosoft  Corp.'s  Windows  NT  software 
(page  84 1.  That  combo  will  finally  lift 
PCs  into  the  same  performance  range  as 
Sun's  best  workstations— and  still  run 
thousands  of  Windows-compatible  pro- 
grams. If  the  Intel-Microsoft  duo  sweeps 
workstations  and  networks  the  way  it 
has  PCs,  Sun's  prospects  could  be  bleak. 
two  fronts.  Sun  is  no  sitting  duck, 
though.  It  has  a  two-pronged  counterat- 
tack under  way.  First,  it's  about  to  ship 
a  version  of  its  Solaris  operating  sys- 
tem for  PCs,  hoping  to  lure  sophisticated 
commercial  .customers  and  software  de- 
velopers into  its  camp.  The  claimed  ad- 
vantage over  Windows  NT:  years  of 
shake-down  in  high-pressure,  networked 
applications.  "It's  going  to  be  a  long  time 
before  Windows  NT  can  deliver  what 
Sun  delivers  today."  says  International 
Data  Corp.  analyst  David  Smith. 


Microsoft  Windows  is  just  "frosting  on  a 
road  apple."  Further.  McXealy  insists, 
"we're  doing  all  the  right  things."  from 
staying  lean  to  refreshing  Sun's  entire 
product  line.  Indeed,  a  profitable  compa- 
ny with  sales  expected  to  grow  20%,  to 
S4.3  billion,  in  the  fiscal  year  ending 
June  30,  that  outsells  its  next  three  ri- 
vals combined,  and  that  hoards  Sl.l  bil- 
lion in  cash  isn't  in  immediate  peril. 

Yet.  McXealy  and  his  executives  real- 
ize Sun  is  extremely  vulnerable  right 
now  and  can't  afford  any  slip-up.  The 
company  is  only  just  recovering  from 
the  last  hiccup— a  costly  one-year  delay 
in  shipping  a  workstation  family  based 
on  a  new  microprocessor  called  Super- 
Sparc.  While  the  company  worked  to 
complete  the  ambitious  design,  it  lost 
S2  million  a  week  in  profits,  estimates 
Chief  Financial  Officer  Kevin  C.  Melia. 


The  workstations  finally  began  shippi 
recently,  but  net  income  for  fiscal  19! 
ending  next  month,  is  expected  to  f 
12%,  to  S153  million— the  second  cons 
utive  profit  decline.  In  turn,  Sun's  stc 
has  sunk  31%,  to  28  -.  since  January. 

What's  more,  the  SuperSparc  n 
chines  still  trail  competing  models  fn 
HP,  IBM,  and  dec  in  sheer  speed,  a 
even  Sun  concedes  that  it  has  lost  soi 
technical  business  to  HP,  its  closest  riv 
In  response,  it's  promising  even  fast 
chips,  called  UltraSparc.  for  1995— a  lo 
way  off  and  no  sure  thing,  given  pj 
delays.  In  the  meantime,  it's  designi: 
computers  that  can  harness  more  r 
croprocessors  in  one  box  than  most  ri\ 
machines  can.  Analvsts  figure  that  su 
multiprocessing  designs  will  domina 
future  computing. 

Despite  the  setback,  Sun  is  gath« 
ing  momentum  in  the  commercial  m£ 
ket.  About  26%  of  its  sales  are  to  coi 
mercial  customers,  company  officials  s£ 
Federal  Express  uses  them  to  monit 
packages,  and  Xorthwest  Airlines  reli 
on  Sun  workstations  for  ticket  accour 
ing.  Dunkin'  Donuts  Inc.  stores  will  u 
Sun  systems  to  control  inventory.  Tl 
workstations'  main  appeal  over  PC 
higher  performance  and  more  robu 
software.  Charles  Schwab  &  Co.  plans 
install  as  many  as  4.000  Sun  workst 
tions  to  handle  stock  transactions. 
already  lean.  But  Sun  has  one  mo 
big  hurdle  to  leap  before  it  can  coi 
pete  with  the  new  w^ave  of  S5,000-an 
under  PCs  using  Intel's  Pentium  ch 
and  Window-s  NT.  To  compete,  it  w 
have  to  cut  prices— most  Sun  mod* 
still  sell  for  810.000  and  up— but  it  is  ; 
ready  one  of  the  industry's  leanest  ma 
ufacturers  and  has  little  fat  to  trii 
Sun's  operating  margins  are  no  high 
than  those  of  PC  makers,  partly  becau 
it  has  a  direct  sales  force  to  call  on  h 
customers.  Says  market  research 
Dataquest  analyst  Lisa  Thorell:  "Tl 
real  wallop  on  the  head  will  come  fro 
Compaq  and  Dell"— two  leading  PC  ma 
ers.  One  solution  may  be  to  rely  mo 
on  resellers  to  keep  costs  down.  On  M 
3.  Sun  established  a  group  that  will  fu 
nel  more  business  to  its  1.000  resellei 

Still.  McXealy 's  biggest  job  remai 
convincing  customers  that  they  can  r 
place  their  iBMs  and  other  mainfram 
with  Sun  systems— as  Sun  itself  hopes 
do  by  1995.  It's  an  uphill  battle:  Si 
was  distracted  by  the  SuperSparc  pro 
lem  and  lost  marketing  momentum.  A 
mits  McXealy:  "Xow  it's  time  to  go  o 
and  make  some  money  and  noise  in  tl 
market."  Otherwise,  the  company  th 
made  sushi  out  of  its  competitors  f 
years  may  find  the  sharks  closing  in. 

By  Robert  D.  Hof  in  Mountain  Vie 
Calif. 
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What's  really  holding  your  company  back? 

You'll  find  out  when  you  discover  your  real 
business  problems — the  ones  hidden  in  your 
mderlying  business  practices. 

And  that's  where  our  proprietary  knowledge 
3ase  of  global  Best  Practices  can  help. 

In  our  trained  hands,  it  lets  us  compare 
/our  operating  practices  to  the  best  in  the  business 
world — within  your  own  industry  and  across 
:he  board. 

So  we  can  gain  insight  into  what's  slowing 
^ou  down.  And  roll  out  more  creative  ways  to  help 
you  re- engineer  your  operations. 

It's  designed  to  be  the  most  thought-provok- 
ing resource  of  its  kind.  Driven  by  an  advanced 
application  of  CD-ROM  technology.  Updated 


throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge  base 
or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
lasting  progress — on  paper  and  in  practice,  f 


Best  Practices. 
Putting  insight 
into  practice  * 


Arthur 
Andersen 


E)1993  Arthur  Andersen  &  Co.  All  rights  reserved. 


Arthur  Andersen &Cq  SC 


arketin 


RETAILING  I 


PIER  1  SET  UP  SHOP  IN  LONDON  LAST  FALL  AND  PLANS  TWO  OUTLETS  IN  PUERTO  RICO  BY  1994 


A  PIER  1 

IN  EVERY  PORT? 


The  retailer  will  push  its  global  wares  in  250  stores  overseas 


Many  dream  of  touring  the 
globe,  but  few  get  the  chance. 
Those  who  don't  can  go  to 
Pier  1.  For  31  years,  the  retailer  has 
helped  America's  armchair  travelers  fill 
their  homes  with  colorful,  handmade 
knickknacks  and  furniture  from  44  coun- 
tries. Shoppers  can  find  a  carousel  horse 
from  Thailand,  Italian  dinnerware,  or 
rattan  chairs  from  Indonesia. 

Now,  America's  largest  purveyor  of 
home  furnishings  is  taking  its  knowhow 
overseas.  It  set  up  shop  in  Britain  last 
fall  and  plans  two  stores  in  Puerto  Rico 
by  yearend.  Mexico  and  Central  and 
South  America  are  on  the  list  for  1994. 
Eventually,  Pier  1  Imports  Inc.  wants 
to  sell  in  the  Far  East,  where  this  sum- 
mer it  will  open  an  office  to  support  the 
expansion.  All  told.  Fort  Worth-based 
Pier  1  plans  to  have  about  250  stores 
outside  the  U.  S.  and  Canada  within  sev- 
en years,  accounting  for  an  estimated 
5%  of  sales  and  10%  of  operating  profits. 
UNIQUE  FORMULA.  Pier  l's  move  makes 
sense,  considering  its  slowing  growth  at 
home.  For  the  fiscal  year  ended  Feb. 
27,  sales  were  up  only  7.3%,  to  SC.29.2 
million,  vs.  double-digit  growth  rates  in 
the  late  1980s  (chart).  Profits  were  down 
12.5%,  to  $23  million,  because  of  losses  at 
a  unit  that  has  since  been  sold.  And  al- 


though Pier  1  plans  to  add  300  outlets  to 
its  608-store  network  in  North  America 
by  the  end  of  the  decade,  opportunities 
are  dwindling. 

But  even  world-seasoned  Pier  1  faces 
big  challenges  in  going  abroad.  Export- 
ing a  shopping  experience  is  tough.  Few 
American  stores  have  tried,  and  most 
foreign  retailers  have  bombed  in  the 
U.  S.  "Being  able  to  replicate  [retailing] 
concepts  around  the  world  has  been 
more  difficult  than  anyone  thought,"  says 
Robert  Kerson  of  retail  consultant  Levy 
&  Kerson  Associates  Inc. 

The  folks  at  Pier  1  think  their  formu- 
la will  travel  because  it's  unique.  Pier  1 
stocks  unusual  items,  prices  them  mod 
erately,  and  displays 
them  in  an  integrat-  r 
ed  fashion,  so  shop-  P 
pers  feel  as  if 
they're  in  a  sort  of 
U.  N.  of  tchotchkes. 
For  instance,  blue 
Japanese  sake  cups 
are  stacked  not  with 
other  goods  from 
Japan  but  with  blue 
European  plates. 

In  foreign  mar- 
kets, Pier  1  must 
make  sure  it's  not 


^^^^ 


bringing  coals  to  Newcastle.  So,  in  t 
Far  East  and  Europe,  it  plans  to  stc 
posters  of  U.  S.  pop  heroes  and  otl 
Americana.  Asian  stores  won't  get  chi 
sticks,  which  are  popular  in  its  U.1 
stores,  but  Native  American  artifai 
instead.  In  Japan,  furniture  will  be  bi 
smaller  to  suit  tiny  apartments. 
cheerful  clutter.  Pier  1  certainly  I 
the  financial  wherewithal  to  go  glob 
Its  debt  load  is  only  35%  of  capital,  a 
it  has  $74  million  in  cash.  And  its  stc 
overhead  tends  to  be  low,  partly  1 
cause  its  display  style  is  cheerful  clutl 
rather  than  expensive  elegance. 

CEO  Clark  A.  Johnson,  who  was 
partner  with  pro  golfer  Jack  Niekls 
in  MacGregor  Golf  Co.  before  joini 
Pier  1  in  1985,  isn't  taking  any  chanc 
In  most  countries,  the  retailer  will  wc 
through  joint  ventures  and  licensing 
cords.  Even  in  Britain,  where  it  pis 
six  more  stores  by  yearend,  Pier 
moved  cautiously,  buying  a  50%  inten 
in  a  London-based  retailer— already  c< 
veniently  named  The  Pier.  Its  fc 
stores  sell  merchandise  similar  to  P 
l's.  But  The  Pier  stocks  more  items  tl 
English  customers  seem  to  want.  I 
instance,  co-owner  Alison  H.  Richai 
says  wardrobes  sell  well  because 
scarce  storage  in  many  British  horn 
and  Indian  textiles  conjure  fond  thoug] 
of  the  former  colony. 

Johnson  doesn't  think  he  needs  a  pa 
ner  in  Puerto  Rico,  where  he  plans  13 
15  stores  over  the  next  three  years,  1 
cause  the  market  resembles  Floridi 
There,  Pier  l's  35  stores  draw  Cub 
and  Hispanic  Americans  with  the  sai 
inventory  used  elsewhere  in  the  U. 
But  Johnson  will  keep  careful  track 
what  sells,  because  he  sees  the  island 
a  stepping-stone  to  other  Latin  marke 
Figuring  out  what  puts  smiles  on  n< 
American  faces  is  critical,  because  P 
l's  success  depends  more  on  local  w  hi 
than  local  needs.  "You  can  live  the  r< 
of  your  life  and  never  go  into  a  Piei 
store,  because  we  don't  sell  anythi 
that  you  have  to  have,"  says  Preside 
Marvin  J.  Girouard.  Since  the  stores  ; 
y^fc  peal  to  shoppers'  ima 
nations,  Pier  1  mi 
learn  what  people 
different  cultures  fi 
exotic  and  clever.  II 
succeeds,  the  interi 
tional  stores  will 
what  their  U.  S.  coi 
terparts  do:  satis 
the  wanderlust  tr 
lurks  in  us  all. 

By  Stephanie  And 
son  Forest  in  Fi 
Worth,  with  Ruth  G 
by  in  London 


WHY  PIER  1  NEEDS  TO 
REACH  HEW  SHORES 
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MARKE 


A  promise  to  remain  suitably  frumpy  until  after  tke  Sunday  paper. 


A  promise  to  produce  nickels  from  your  ears  upon  request. 


A  promise  for  sometbing'  to  remember  and  sometbing'  to  remember  me  by 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping'  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 

MX>   

MassMutual 

01892  Massachusetts  Mutual  life  Insurance  Co..  Springfield  MA  01111  We  help  VOU  keep  VOUT  prOITlisi 


Children  have  become  so  sophisticated. 
Today's  five-year-olds  always  want  the  next 
big  thing— and  it  always  has  to  be  more 
and  more  complicated.  They  come  along 
and  they  say,  "I  gotta  have."  "If  I  don't  get,  I 
w  II  die!'  They  are  our  salespeople  and  their 
grandparents  are  our  best  customers 


it 


about  how  they  grow  up  and  what  they  play 
with.  I  think  that's  terrific.  It  makes  for  one 
world. 

I  love  to  visit  our  stores  and  listen  to  our 
customers— just  to  find  out  what  they  want. 
I  was  on  a  trip  last  week  and  I  probably 
spent  $50  out  of  my  pocket.  Thaf  s  because 


Five-year  olds  make 
ruthl  ss  custo  ers. 

J5 


They  can  refuse  their  child  anything— they 
can  refuse  a  grandchild  nothing. 

We  now  sell  virtually  the  same  toys  all 
over  the  world.  So  it  stands  to  reason,  if  all 

these  kids  are  playing  with  the  same  toys, 
how  could  they  ever  possibly  fight  with 
each  other?  There's  a  common  thread 


everything  works  with  the  American  Express*' 
Card.  Hotels,  restaurants,  car  rentals— 
they  all  accept  the  Card.  So  I  don't  have  to 
walk  around  with  much  money  in  my 
pocket.  And  it's  a  great  record  of  my  trip. 

Charles  Lazarus 
C.E.O.  &  Founder,  Toys  "fl"  Us 


STRATEGIES  I 


AFTER  A  U-TURN, 
UPS  REALLY  DELIVERS 


The  giant  shipper  has  radically  changed  its  corporate  culture 


i 


ack  in  1990,  Big  Yellow  was  think- 
ing about  firing  Big  Brown.  Exec- 
utives at  Eastman  Kodak  Co. 
were  intent  on  cutting  the  number  of 
package  carriers  they  used,  and  United 
Parcel  Service  Inc.'s  bad  attitude  had 
placed  it  on  the  endangered  list.  "Every 
time  we'd  ask  them  about  special  servic- 
es or  discounts,  I'd  hear  back  the  same 
thing:  'It's  not  in  our  best  interest,'" 
says  Terrance  M.  Golomb,  Kodak's  man- 
ager of  worldwide  transportation  ser- 
vices. "Well,  that's  not  what  I  was  hear- 
ing from  their  competitors." 

Nowadays,  Golomb  is  hearing  a  differ- 
ent tune  from  UPS.  Responding  to  his 
complaints,  UPS  placed  a  full-time  service 
representative  at  Kodak's  Rochester 
(N.Y.)  headquarters.  The  package  carri- 
er is  showing  Kodak  ways  to  cut  its 
shipping  bills.  Even  more  astounding, 
UPS  is  offering  Kodak  discounts  on  big- 
volume  shipments.  "It's  an  entirely  dif- 
ferent company,"  says  Golomb.  Instead 
of  firing  UPS,  he  upped  Kodak's  busi- 
ness by  15%,  to  50,000  packages  a  week. 
Golomb  isn't  the  only  customer  to  feel 


the  effects  of  what  UPS  insiders  call  the 
velvet  revolution  at  the  Atlanta-based 
company.  After  losing  business  to  such 
aggressive  competitors  as  Federal  Ex- 
press Cor]».  and  Roadway  Package  Sys- 
tem, lips  Chief  Executive  Kent  C.  "Oz" 
Nelson  has  been  overhauling  the  way 
the  world's  largest  package  carrier  does 
business.  Gone  is  the  we-know-what's- 
best-for-you  imperiousness  that  was 
UPS's  hallmark  for  decades.  In  its  place, 
UPS  stresses  customer  satisfaction,  g 
Flexible  pickup  and  delivery  times  1 
and  customized  shipment  plans  are  1 
available  to  corporate  clients.  UPS  also  |; 
offers  discount  prices  to  volume  ship-  1 
pers  (table). 

RESIDENTIAL  RETREAT.  What's  more,  the  ] 
company,  whose  ubiquitous  chocolate- 
brown  trucks  symbolized  its  dominance 
of  the  package  industry  in  the  early 
1980s,  has  spent  roughly  $2  billion  in 
the  past  two  years  on  new  technology 
to  keep  up-to-the-minute  tabs  on  ship- 
ments. And  the  transformation  doesn't 
end  there.  In  hopes  of  capturing  more  of 
the  higher-margin  commercial  business, 


UPS  is  doing  what  wc 
have  been  unthinkable  a 
years  ago:  It's  moving  a\ 
from  the  residential  deln 
ies  that  had  been  its.br 
and  butter. 

So  far,  the  strategy 
produced  clear  imprc 
ments.  Some  analysts  n 
on  that  net  income  at 
employee-owned  comp; 
should  rise  4%  this  year 
about  $800  million,  on  an 
revenue  increase,  to  $ 
billion.  That  may  not  soi 
great.  But  it's  quite  an 
complishment  consider 
that  UPS's  core  busin< 
ground-based  package  dt 
ery,  has  been  flat  for  th 
years,  while  rivals  h 
been  increasing  their  n 
ket  share.  "It's  awesoi 
given  their  size,  that  t 
grow  as  fast  as  they  < 
says  transportation  anal 
Paul  R.  Schlesinger  of  Donaldson,  Lul 
&  Jenrette  Securities  Corp. 

Performing  this  kind  of  open-he 
surgery  on  a  company  entails  a  g 
bit  of  risk.  By  emphasizing  corpor 
shipments  over  home  deliveries,  UPS 
lost  business  from  catalog  retailers.  ' 
company  acknowledges  that  its  vok 
of  shipments  from  such  retailers  is 
by  100,000  packages  a  day.  And  the  r 
efforts  at  home  have  come  at  a  ti 
when  UPS  management  has  been  str 
gling  to  fix  the  company's  money-los 
overseas  operations.  A  recession; 
slowdown,  particularly  in  Germany 
restraining  the  growth  of  package  ' 
umes.  Altogether,  UPS  has  lost  $1  bil 
from  its  overseas  operations  since  1{ 
Still,  Nelson,  55,  says  he  had  li 
choice  but  to  change  what  custom 
perceived  to  be  UPS's  aloof  and  ri 
style.  Rivals  had  been  cherry-pick 
many  of  UPs's  best  customers.  Roadv 
Package  System,  the 


WITH  RIVALS . 
GRABBING  WORE  BUSIHI. 

■^.nu.AVP^K AGE  SYSTEM 


WRBORHtKPRESS 
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j&sburgh-based  unit  of  Roadway  Ser- 
ces  Inc.,  was  particularly  successful, 
anks  to  such  tactics  as  volume  price 
•eaks  and  innovations  in  tracing  and 
lling  technologies. 

By  1990,  with  UPS's  profit  margins 
ding  toward  4%  from  nearly  7%  in 
88,  Nelson  decided  to  act.  A  graduate 

Ball  State  University  who  joined  UPS 

a  salesman  in  Indiana  in  1959,  Nelson 
dered  a  sweeping  examination  of  UPS's 
isiness  methods.  He  appointed  four 
nior  executives— marketing  chief  John 
.  Alden,  international  head  Donald  W. 
lyden,  engineering  guru  Charles  L. 
naffer,  and  Chief  Financial  Officer  Ed- 
n  A.  Jacoby— to  conduct  an  intensive 
view  of  UPS's  flaws  and  determine  how 

respond  better  to  its  rivals. 
JNFUL  change.  The  first  step  was  to 
ef  up  Alden's  marketing  staff  at  UPS 
adquarters,  to  reach  out  to  custom- 
s.  For  years,  the  marketing  team  had 
nsisted  of  just  seven  people— too  few 

handle  questions  from  both  existing 
d  potential  customers.  By  1992,  the 
iff  had  increased  to  175  and  was  han- 
ing  6,000  corporate  inquiries  a  year. 
3xt  came  face-to-face  interviews  with 
,000  customers  to  find  out  what  servie- 

and  products  they  needed.  One  re- 
It:  In  February,  UPS  began  offering  a 
ree-day  guaranteed-delivery  service, 
med  at  customers  who  want  assured 
it  not  necessarily  fast  delivery,  it  costs 
%  less  than  second-day  delivery. 
UPS  also  invested  heavily  in  new  tech- 
logy.  To  help  trace  shipments,  drivers 
w  carry  a  computer  clipboard  that  di- 
tizes  the  signature  of  the  person  re- 
iving the  package.  And  in  February, 
ivers  began  transmitting  real-time 
icking  information  from  their  trucks  to 
ntral  computers  using  cellular-phone 
chnology. 

One  element  of  UPS's  new  strategy 
,s  proven  particularly  wrenching:  the 
vision  to  stress  corporate  business, 
en  though  home  deliveries  had  been 
y  to  UPS's  business  since  it  was  found- 
in  1907.  But  executives  had  to  face 
sts:  Delivering  a  pallet-load  of  VCRs 


"EKE  MARGINS 
AT  UPS  ARE  FLAT... 


«T  INCOME  AS  A  PERCENT  Of  REVENUES 


Giving  up  the  ups 
one-price  formula 
was  wrenching, 
now,  gm  saves; 
granny  doesn't. 


to  a  single  store  is  far  more  profitable 
than  delivering  one  of  those  VCRs  to  a 
rural  home.  To  underscore  this  point, 
UPS  abandoned  its  single-pricing  formula 
in  1991.  "We'd  always  prided  ourselves 
on  saying  your  grandmother  paid  the 
same  price  General  Motors  did,"  recalls 
Nelson.  Now,  GM  gets  a  break;  Granny 
doesn't.  UPS  has  raised  residential  de- 
livery rates  an  average  of  11.4%  a  year 
since  1991.  By  comparison,  commercial 
rates  have  grown  only  3.4%  a  year. 

The  higher  residential  rates  have 
many  catalog  retailers  in  an  uproar. 
Some  have  taken  their  business  else- 
where. Lillian  Vernon  Corp.  in  New  Ro- 
chelle,  N.Y.,  a  catalog  merchant  that 
sells  moderately  priced  gifts,  has  re- 
duced its  reliance  on  UPS  from  86%  of 
shipments  two  years  ago  to  53%  today. 

Overall,  however,  ups's  new  pricing 
flexibility  seems  to  be  paying  off.  UPS 
has  even  attracted  new  business  from 
some  catalog  merchants.  This  spring, 
Lands'  End  Inc.  in  Dodgeville,  Wis., 
switched  its  overnight-air  contract  from 
industry  leader  Federal  Express  to  UPS, 
as  part  of  a  larger  negotiated  ground- 
and-air  agreement  that  held  a  rate  in- 
crease down.  "We're  not  counting  on 
UPS  making  any  mistakes,"  says  FedEx 
Chief  Financial  Officer  Alan  B.  Graf  Jr. 
"We'll  have  to  stay  creative  to  keep  our 
lead." 

So  far,  the  headquarters-driven  over- 
haul of  the  corporate  culture  has  met  lit- 
tle resistance  from  managers  and  super- 
visors in  the  field.  Retraining  helped. 
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FORCING  A  SHAKEUP 
IH  STRATEGY 

COMPETITIVE  PRICING  No-discount  policy  abandoned  in 
Lvo  of  negotiated  rates.  Big  shippers  receive  volume 
discounts. 

CUSTOMER  SERVICE  Instead  of  being  told  when  to  have 
^  packages  ready  for  pickup,  high-volume  shippers 
get  customized  pickups  and  deliveries. 
IMPROVED  TECHNOLOGY  Computerized  tracking  system 
upgraded  in  February  with  cellular  technology 
connecting  delivery  trucks  with  central  computer 

MARKET  FOCUS  Moving  away  from  residential  del.ver.es. 
!nce  Hs  bread  and  butter,  in  favor  of  more  prohtable 

commercial  business.   


More  than  500  managers  were  sent  to 
Michigan  State  University's  business 
school  in  East  Lansing  for  week-long 
seminars,  in  which  professors  coached 
employees  to  think  in  terms  of  customer 
service.  A  more  compelling  reason  for 
executive  compliance  was  ups's  compen- 
sation plan.  Each  year,  15%  of  UPS's  pre- 
tax profit  is  used  to  buy  company  stock 
that  is  distributed  to  entry-level  super- 
visors on  up.  "We  have  25,000  owner- 
managers  who  have  virtually  every  cent 
they  own  invested  in  stock  of  this  com- 
pany," says  Nelson.  "They  knew  that  if 
we  didn't  change,  somebody  would,  and 
there'd  go  your  life  savings." 

There's  no  public  market  for  UPS 
shares,  but  based  on  what  it  pays  to 
buy  back  shares  from  those  retiring  or 
quitting,  the  value  of  stock  has  risen  at 
a  compound  annual  rate  of  23.1%  in  the 
past  10  years.  That's  meant  quite  a  nest- 
egg  for  some.  Nelson  himself  owns 
356,853  shares,  worth  $6.6  million. 
driver  drama.  The  new  culture  hasn't 
done  much  to  improve  sometimes  rocky 
relations  with  the  Teamsters,  which  rep- 
resents 165,000  drivers  and  package  sort- 
ers. Teamsters  President  Ronald  Carey 
has  long  complained  of  the  way  UPS 
treats  his  members.  For  instance,  some 
drivers  are  told  to  make  15  deliveries  or 
pickups  an  hour,  no  matter  what  the 
traffic  conditions.  Carey  doesn't  rule  out 
the  possibility  of  a  strike  when  the 
union's  contract  expires  on  July  31. 

It  will  also  take  more  than  a  custom- 
er-friendly attitude  to  help  UPS's  ailing 
business  overseas.  Package  volumes 
keep  rising  in  Europe,  but  the  growth 
hasn't  been  strong  enough  to  pay  back 
UPS  for  the  heavy  up-front  costs  of  build- 
ing a  network  of  offices  and  warehouses. 
There  are  some  encouraging  signs, 
though:  UPS  recently  signed  a  contract 
with  GM  Europe  to  provide  just-in-time 
delivery  of  auto  parts. 

And  there's  no  question  that  UPS  is 
now  in  far  better  shape  to  deal  with 
the  tough  market  at  home.  In  an  era 
better  known  for  FedExing  than  for  UPS- 
ing,  UPS  may  never  again  reign  supreme 
as  it  did  a  decade  ago.  Nearly 
every  contender  is  stressing 
customer  service  and  offer- 
ing big  discounts.  Still,  the 
freight  industry  is  expand- 
ing. Shipment  volume  is 
growing  by  14%  a  year  in 
the  U.  S.,  says  Colography 
Group,  a  market  research- 
er. As  long  as  it  can  keep 
its  customers  satisfied, 
there  will  be  plenty  of 
room  for  Big  Brown  to 
grow. 

By  Chuck  Hawkins  in 
Atlanta,  with  Patrick  Os- 
ter  in  Brussels,  and  bureau 
reports 
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WHAT  IS  IT  THAT  MAKES 
USING  THE  MACINTOSH  SO  EASY? 
IT'S  THE  LITTLE  THINGS. 


You've  got  letters,  sales  charts 
nd  those  presentation  slides 
or  Friday  that  still  aren't  finished, 
io  you're  thinking  it's  about  time 
o  simplify  your  life  with  a  computer, 
jood  call.  Maybe  you're  think- 
ng  Macintosh*  But  you  might  not 
ealize  that  a  big  part  of  what 
nakes  the  Mac  so  easy  is  the  soft- 
vare  programs  you  choose. 

That's  why  at  Microsoft,  we've 
pent  the  last  few  years  contin- 
ually refining  and  developing  a  line 
)f  applications  that  are  intuitive, 
insistent  and  downright  friendly. 

And  we  didn't  do  it  alone.  We 
)icked  the  brains  of  millions  of 

users.  We  gathered  your  sug- 
gestions. We  watched  how  you 
vork.  We  even  created  a  Wish  Line 


1993  Microsoft  Corporation.  All  rights 
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so  whenever  you  think  of  some- 
thing you'd  like,  we're  sure  to  hear 
about  it.  And  likely  to  use  it. 

We  focus  on  the  jobs  you've 
told  us  vou  do,  and  look  for  the 
best  ways  to  simplify  them.  Our 
word  processor,  Microsoft  Word, 
for  instance,  uses  built-in  guidance 
to  help  you  create  custom  letters, 
invoices,  envelopes,  everything, 
and  print  them  out  to  your  whole 
mailing  list.  Nothing  to  it. 

The  Microsoft  Excel  spread- 
sheet lets  you  manage  sales  figures, 
expenditures,  you  name  it.  To 
convert  it  all  into  beautiful  graph- 
ics, just  summon  ChartWizards, 
and  you're  done  in  a  flash. 

Presentations  are  no  big  thing 
either,  with  Microsoft  PowerPoint 

■formation,  rail  (800)  426-9400,  Dcpt  KM2.  In  Canada,  call  (800)  563-9048  Outside  th 
.irks  of  Microsoft  i  otporation.  Macintosh  and  Mac  arc  registered  ii.ukin.irks  of  Apple 


presentation  graphics.  It  helps  you 
organize  your  thoughts  into  an 
outline,  then  develop  your  ideas 
into  great-looking  slides. 

And  most  importantly,  our 
products  are  all  designed  to  work 
flawlessly  together.  Once  you've 
mastered  <  >nc,  you've  already  begun 
to  learn  them  all. 

So  ask  an  experienced  Mac 
user  which  applications  make  their 
work  easier.  1  hey'll  tell  you 
Microsoft.  After  all,  we've  worked 
with  vou  so  much,  it's  no  small 
wonder  people  think  our  programs 
are  such  a  great  little  package. 


Making  it  easier 


JSI.,1  „  


hi  Microsoft  .111.1  PowcrP. 


HI 


e  Corporation 


STRATEGIES  I 


WHO'S  AFRAID  OF 
HEALTH  REFORM? 


Not  Oxford.  The  well-run  outfit  is  a  rising  star  among  HMOs 


Stephen  F.  Wiggins  smiles  at  the 
mention  of  health-care  reform.  At 
a  time  when  most  industry  execu- 
tives are  wincing  at  the  potential  im- 
pact of  the  Clinton  Administration's  plan 
to  overhaul  the  health-care  system,  the 
36-year-old  chief  executive  at  Oxford 
Health  Plans  Inc.  is  betting  that  reform 
will  be  good  for  business.  "It's  all  coming 
our  way."  says  Wiggins. 

That's  not  just  wishful  thinking.  Ex- 
perts say  the  Clinton  proposals  to  ex- 
tend health-care  coverage  to  everyone 
could  mean  more  business  for  Oxford 
and  many  of  the  550  other  regional 
health-maintenance  organizations  and 
managed-care  pro\iders  around  the  coun- 
try. Many  have  excelled  in  a  climate  of 
managed-health-care  competition. 


Oxford,  in  particular,  has  thrived. 
Thanks  to  an  emphasis  on  quality  care, 
innovative  products,  and  pricing  flexibil- 
ity, the  Darien  (Conn. I  company  has 
seen  its  membership  rolls  almost  quadru- 
ple since  1989.  to  140.000.  "They're  offer- 
ing a  cut  above  what  New  Yorkers  think 
of  as  managed  care."  says  Jim  Buckley, 
benefits  consultant  at  KPMG  Peat  Mar- 
wick.  As  a  result,  analyst  Nancy  Mover 
at  Ladenburg,  Thalmann  &  Co.  esti- 
mates that  Oxford's  1993  operating  earn- 
ings could  rise  71%,  to  S13.7  million, 
while  sales  soar  87%.  to  S290  million. 
And  at  a  time  when  most  other  health- 
care stocks  are  taking  a  beating,  Ox- 
ford's stock  price  has  jumped  45%  in 
the  last  three  months,  to  about  55. 


HMO  programs  were  little-known  at 
much-disdained  in  the  greater  New  Yo: 
market.  But  Wiggins,  who  previous 
headed  a  nonprofit  facility  for  the  ph\ 
ically  disabled,  soon  hit  on  a  recepti1 
market:  white-collar  professionals 
smaller  law  firms  and  ad  agencies.  Wi 
gins  was  able  to  woo  them  with  a  hig 
er-quality  network  of  doctors. 
TRIED  AND  TRUE.  Wiggins  says  quali 
care  remains  a  big  selling  point.  Unlike 
conventional  HMO.  with  its  own  salarii 
staff  of  physicians.  Oxford  has  a  n< 
work  of  doctors  in  independent  practic 
They  get  65%  or  so  of  the  normal  offic 
visit  fee  but  are  assured  a  steady  v< 
ume  of  patients.  Nowadays.  Oxfo: 
boasts  a  network  of  6,000  physicians 
91%  of  whom  are  board-certified  in  th( 
specialties.  At  Prudential  Insurance  Co 
managed-care  plans,  the  ratio  is  75%. 

Oxford's  quality  costs  a  bit  more  th; 
other  managed-care  programs  in  Ne 
York.  On  average,  companies  pay  0 
ford  an  annual  premium  of  S3.500  p 
employee,  S12  more  than  the  avera; 
for  other  managed-care  companies,  e 
cording  to  health-benefits  consultant  F( 
ter  Higgins.  But  Oxford's  premiums  a 
30%  lower  than  traditional  insuranc 
And  its  medical  loss  ratio— the  percer 


The  Piano. 


POWERED  BY 


Peavev's  new  Millennium'  DK-20  Digital  Piano  brings  a  note  of  distinction 


motorola  t0  anv  home.  Its  advanced  technology  delivers  true  piano  sound  and  feel. 
-  And  its  finelv  crafted  hardwood  construction  puts  it  center  stage. 
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OXFORD'S 
HEALTH-CARE  STRATEGY... 

JUALITY  CARE  91  %  of  physicians  in 
)xford's  plan  are  board-certified  in  their 
elds.  The  rest  are  awaiting  certification.  The 
verage  for  competitors  is  70%  to  80%. 

LEXIBLE  PAYMENT  Customers  have  the 
ption  of  paying  a  monthly  premium  in 
dvance  or  paying  for  services  actu 
lly  used  plus  an  administrative  fee. 

IERED  PRICING  Plans  to  offer  a 
ariety  of  discount  plans.  Corporate 
lients  who  agree  to  use  a  group  o 
>w-cost  doctors  could  receive  a 
rice  break  of  1 0%  to  1 5%. 


...IS  A  HIT 
WITH  CUSTOMERS 


0 

92  '93* 
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!  of  premiums  spent  on  patient  care— 
nds  at  78%,  vs.  an  average  of  86%. 
Oxford's  lower  loss  ratio  reflects  its 
irp  cost  management.  For  example, 
company  recently  noticed  that  many 
its  doctors  were  prescribing  Theodur, 
lastly  drug  thai  Oxford  claims  was 
,  proven  to  be  effective  in  treating 
hma.  At  Oxford's  urging,  they're  now 
ng  more  tried-and-true  drugs  at  half 
eodur's  $40-a-month  per-patient  cost. 
Still,  Oxford  faces  stiff  competition, 
th  employees  in  the  New  York  re- 


gion learning  to  accept  managed-health 
plans,  big  insurers  are  gearing  up.  "In 
the  next  six  to  eight  months,  Oxford 
will  see  that  we're  going  to  be  a  player 
here,"  says  Eugene  Marks  Jr.,  vice-pres- 
ident of  group  insurance  marketing  at 
Metropolitan  Life. 

HEAD  START.  Wiggins  hopes  Oxford's  nim- 
bleness  will  help  his  company  stay  on 
top  of  the  competition.  He  has  had  some 
success  with  a  flexible-payment  plan  that 
few  managed-care  competitors  have  du- 
plicated. Rather  than  paying  an  up-front 


premium,  customers  reimburse 
the  insurer  only  as  health-care 
costs  are  incurred.  Oxford  col- 
lects an  administrative  fee  of  $30 
to  $40  per  employee  each  month. 

That  has  meant  a  savings  for 
some  companies  whose  employ- 
ees don't  have  huge  medical 
costs.  Len  Tabs,  senior  vice-pres- 
ident of  finance  at  Fortunoff  Cos., 
says  the  jewelry-store  chain  has 
cut  costs  by  20%,  or  $1  million  a 
year,  by  switching  to  the  new 
plan.  Later  this  year,  Oxford  will 
launch  a  plan  in  which  custom- 
ers receive  a  discount  of  10%  to 
15%  on  their  monthly  premiums  if 
they  agree  to  use  a  smaller  uni- 
verse of  doctors  selected  for  their 
abilities  to  keep  costs  down. 
Wiggins  knows  that  big  rivals  are 
headed  his  way.  But  with  the  Adminis- 
tration planning  to  outline  its  health- 
care reform  package  in  June,  Oxford's 
CEO  believes  he  has  a  crucial  head  start. 
"The  big  guys  know  how  to  pay  out 
claims,  but  they  still  aren't  experts  at 
managing  health-care  costs,"  says  Wig- 
gins. "The  biggest  thing  we've  got  to 
worry  about  is  how  to  manage  50%-a- 
year  growth."  That's  the  kind  of  head- 
ache most  health  insurers  wish  they  had. 
By  Laurel  Touby  in  Darien,  Conn. 


DSP56001 


The  Key 


the  world's  most  innovative  products  are  powered  bv  Motorola 
(M)  MOTOROLA 

Microcon  t  rollers 


The  reason  the  Digital  Piano  sounds  as  good  as  it  looks  is  its  Motorola  DSP56001  24-bit 
digital  signal  processor,  which  produces  CD-quality  sound.  From  pianos  to  computers, 
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T  R  K 
SEARCHING  FOR 
ONE  OF  THOSE 
SPECIAL  PLACES, 
JUST  A  BIT  OFF 
THE  TOURIST 
TRACK,  WHERE 
YOU  CAN  FIND 
GOOD  VALUE 
AND  A  BLAST  OF 

CULTURE?  THIS 
YEAR,  BARGAINS— 
AS  WELL  AS 
BANQUETS  FOR 
THE  TRAVELER'S 
SOUL-ABOUND 
NOT  ONLY  ON 
THE  CONTINENT 
BUT  ALSO  MUCH 
CLOSER  TO  HOME 


EDITED  BY 


France 


A  TASTING 
OF  BORDEAUX 


Walking  through  his  small  vineyard  in 
France's  Bordeaux  region,  Bernard 
Lartigue  tells  visitors  his  philosophy  of 
winemaking:  "I  want  my  wines  to  resemble  me," 
says  the  portly,  exuberant  Lartigue.  Rich  and 
tannic,  wines  from  his  Chateau  Mayne  Lalande 
may  become  "one  of  the  stars"  of  the  1990s,  says 
wine  guru  Robert  M.  Parker  Jr.  But  they  haven't 
reached  U.  S.  shelves  yet,  so  to  taste  them,  you'll 
have  to  pay  Lartigue  a  visit.  He'll  give  you  a  per- 
sonal tour  and  tasting  that  will  immerse  you  in 
the  warm  glow  of  French  wine  culture. 

Even  if  you're  only  a  modest  wine  buff,  few 
European  vacations  are  as  good  for  the  soul  as  a 
tour  of  the  Bordeaux  wine  country.  The  world's 
leading  producer  of  fine  wine,  it's  also  a  micro- 
cosm of  all  that's  appealing  about  France:  fabu- 
lous food,  charming 
people,  and  a  gentle 
countryside  that's  a 
child's  vision  of  na- 
ture. And  even 
though  the  dollar  has 
weakened  a  bit  re- 
cently against  the 
French  franc,  the  re- 
gion offers  great  val- 
ue—especially if  you 
stay  with  one  of  the 
many  farmers  and 
vintners  who  take  in 
guests.  That's  by  far 
the  nicest  way  to  see 
the  area  in  any  case. 
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Near  the  village  of  Saint-Ferme,  for  examp 
Dominique  Levy  rents  two  huge  rooms  oozi 
with  charm  in  her  18th-century  stone  farmhou 
Her  rate  for  two  is  $40  a  night,  with  privs 
bath  and  breakfast.  She'll  also  cook  you  a  goi 
met  dinner  and  share  her  recipes  (011-33-56' 
8857).  Not  far  away,  the  Chateau  du  Pare  is 
family-owned  manor  house  with  a  wonder 
French  country  kitchen,  and  five  elegant  suil 
starting  at  $70  a  night  (011-33-5661-6918). 
effervescent.  Both  thes<  hostelries  are  in  t 
Entre-Deux-Mers  district,  30  miles  east  of  Bi 
deaux.  A  producer  of  simple  vintages,  this  picti 
esque  area  is  off  the  main  tourist  track.  All  t 
better.  Unless  you  like  only  pricey  grands  en 
Bordeaux's  lesser-known  areas  are  the  m( 
pleasant  for  touring.  You  can  drop  by  uni 
nounced  at  most  vii 
yards— unlike  the  t 
chateaus  of  Med 
and  Saint-Emilic 
where  you  may  ha 
to  reserve  in  writi 
weeks  in  advanc 
And  you'll  meet  t 
owner  at  lesser  vir 
yards,  not  a  guide. 

In  Entre-Dei; 
Mers,  knock  on  t 

SAVOR  THE  MOMENT: 
THE  BORDEAUX  AREA 
HAS  A  VAST  NUMBER  I 
WINES  TO  SAMPLE 


PERSONAL  BUSI 


w  of  Chateau  Lavison,  a  tiny  12th-century 
tie  built  by  the  English  during  the  Hundred 
,rs  War.  Its  effervescent  owner,  Martine  Mar- 
will  walk  you  through  her  fortress  home 
[  let  you  taste  wine  from  her  vineyard, 
iteau  Margaux  it  ain't,  but  at  $4  a  bottle,  it's 
feet  for  a  picnic  beside  the  nearby  millstream. 
?he  wine  country  is  vast,  with  53  govern- 
nt-designated  appellations  and  thousands  of 
ducers  surrounding  Bordeaux.  The  city's  Mai- 
du  Vin  will  send  you  piles  of  brochures  (1, 
is  dii  30  juillet,  33075  Bordeaux,  France). 
:e  there,  drop  by  this  nonprofit  promotion 
ter  for  a  free  wine  tasting.  You  can  pick  from 
ens  of  wines  from  all  Bordeaux  districts.  An 
ologist  will  explain  the  fine  points  of  tasting, 
'ou  crave  deeper  knowledge,  the  center  will 
b  a  three-day  tasting  course  in  English  start- 
on  June  28— a  once-a-year  event  that  costs 
0  including  meals  (011-33-5600-2266). 
T-SELL  APPEAL.  Another  great  place  to  learn  is 
Maison  du  Vin  in  Saint-Emilion— far  and 
ly  the  wine  country's  prettiest  town.  The 
ter  organizes  two-hour  tastings  twice  a  day, 
n  June  19  to  mid-September,  at  a  cost  of  $18. 
L'U  sample  only  local  wines,  but  they're  among 
world's  best.  Be  sure  to  visit  the  town's 
lerground  chapels,  carved  from  bedrock  and 
ing  to  the  8th  century.  The  tourist  office 
3s  a  daily  2:30  tour:  Make  sure  to  book  in  the 
rning. 

f  you  have  time  for  only  one  Saint-Emilion 
iery,  go  to  Chateau  Pavie.  Perched  on  a  hill, 
h  11th-century  wine  cellars  carved  in  a  cliff,  it 
imands  a  view  of  the  town  and  the  Dordogne 
er.  Owner  Jean-Paul  Valette  is  one  of  the 
•deaux  region's  most  engaging  vintners,  eager 
share  his  passion  for  wine.  "I  ask  visitors  to 
y  at  least  an  hour,"  he  says.  "If  they  have 
y  five  minutes,  there's  no  point."  His  wine  is 
nning— and  pricey.  You  can't  buy  it  at  the 
teau. 

V  soft  sell  is  one  of  Bordeaux's  great  appeals, 
stly  family-owned,  its  wineries  don't  have  the 
de-for-tourists  feel  of  many  in  California. 
ire's  no  pressure  to  buy,  and  vintners  under- 


stand that  U.  S.  Customs  limits  Americans  to 
two  bottles.  Shipping  larger  quantities  is  compli- 
cated and  more  expensive  than  buying  at  home. 
If  you  love  a  wine  you  taste  but  can't  find  it  in 
the  U.  S.,  ask  a  wine  store  to  arrange  an  im- 
port order. 

Bordeaux's  biggest  collection  of  upper-crust 
wines  comes  from  the  Medoc  district.  Such  re- 
nowned chateaus  as  Lafite-Rothschild,  Latour, 
and  Margaux  stretch  along  a  peninsula  that  ends 
at  the  Atlantic  Ocean.  Unfortunately,  the  area  is 
flat  and  grim,  with  no  interesting  villages— so 
touring  there  is  mainly  a  pilgrimage  to  the  fount 
of  greatness. 

harvest  crews.  One  of  the  greatest,  Mouton- 
Rothschild,  has  a  wine  museum  that's  worth  a 
visit.  It  displays  such  artifacts  as  gold  wine  chal- 
ices from  pre-Christian  times.  As  at  many  top 
chateaus,  you  need  an  appointment.  The  Maison 
du  Vin  in  Bordeaux  can  help  make  one.  If  you're 
a  golfer,  the  Golf  du  Medoc— one  of  Europe's 
better  courses— has  a  top-chateau  sponsor  for  ^ 
each  of  36  holes.  Its  restaurant  serves  their  Jg? 
wines  at  cut-rate  prices. 

Possibly  the  region's  best  wine  bar 
gains  are  in  the  Graves  district,  south 
of  Bordeaux.  Though  not  well-known 
in  the  U.  S.,  its  reds  are  smooth  and 
sophisticated.  Have  lunch  at  an  au- 
berge  near  Podensac  with  great  re- 
gional cooking— Le  Luma— and  order  a 
1986  Chateau  Respide-Medeville.  Near- 
by, you  can  stay  at  Chateau  de  Mai- 
rome,  the  vast  hilltop  home  of  Henri  de 
Toulouse-Lautrec's  mother,  where  the  paint 
er  spent  his  last  years. 

To  get  truly  close  to  the  vine,  you  can  join 
the  harvest  crew  at  some  wineries.  It's  tough 
work— for  two  weeks,  in  late  September  or  early 
October.  But  you'll  be  well  fed,  see  winemaking 
first-hand,  and  even  earn  $6  an  hour.  Try 
Chateau  Crusquet  Sabourin  on  a  hilltop  above 
Blaye  (011-33-5742-2269). 

When  you  head  into  the  vineyards,  take  good 
maps:  The  roads  are  labyrinthine.  And  of  course, 
take  a  good  thirst.  Stewart  Toy 


BORDEAUX  GLOW: 
DESPITE  A  WEAKER 
DOLLAR,  THE  REGION 
STILL  OFFERS  GREAT 
VALUE,  ESPECIALLY 
HOSTELRIES  SUCH  AS 
THE  CHATEAU  DU  PARC, 
A  FAMILY-OWNED 
MANOR  HOUSE; 
WINERIES  IN  THE 
SAINT-EMILION 
DISTRICT  MAY  BOAST 
PRICEY  GRANDS  CRUS, 
BUT  BORDEAUX  ALSO 
OFFERS  EXCELLENT, 
LESSER-KNOWN 
VINEYARDS 
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ILLUSTRATIONS  BY  STEVEN  SALERNO 
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Mexico 


VOICES  OF  THE  PAST 
IN  ZACATECAS 


HISTORY  BUFFS 
WILL  LOVE  THE 
SPANISH 
COLONIAL 
ARCHITECTURE 


You  wouldn't  expect  a  museum  guard  to 
have  much  job-related  anxiety,  but  Mauro 
Martinez  sure  did  when  he  started  work- 
ing at  the  former  Convent  of  San  Francisco  in 
Zacatecas,  Mexico.  Built  in  1593  at  the  height  of 
Mexico's  silver  boom,  the  structure  is  filled  with 
folk-art  masks— including  hundreds  of  leering 
devil  faces  illuminated  by  red  beams  of  light. 
j  "At  first.  I  dreamed  about  these  faces  eve- 
ry night— I  couldn't  get  them  out  of  my 
mind,"  Martinez  says.  "But  I  got  used  to 
them.  We  Zacatecans  are  very  closely 
linked  to  our  history." 

Everywhere  you  stroll  in  this  town,  a 
seven-hour  drive,  or  one-hour  flight, 
northwest  of  Mexico  City,  you  are  con- 
fronted with  ghosts.  There's  the  Palace  of 
the  Bad  Xight.  where  a  passionate  18th 
century  suitor  was  discovered  by  his  love's 
/    disapproving  father.  The  two  killed  each 
other,  and  as  the  girl  leaned  out  a  window, 
he  fell  to  her  death. 

Then  there's  the  Cerro  de  la  Bufa,  the  hillto 
site  of  Pancho  Villa's  decisive  bat- 
tle against  dictator  Victoriano  Hu- 
erta  in  June,  1914.  Larger-than-life 
bronze  statues  of  Villa  and  cohorts 
astride  their  horses  and  memorabilia 
from  the  revolutionary  era  make  a 
fascinating  museum. 
"OLE!"  But  w  here  the  voices  of  the 
past  truly  resound  is  in  the  historic- 
San  Pedro  bullring,  next  to  a  tower- 
ing stone  aqueduct  that  was  the 
main  waterline  200  years  ago.  Some 
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ROOM  WITH  A  VIEW: 
ARCHITECTS  PRESERVED 
AH  OLD  BULLRIHG  TO 
CREATE  THE  QUINTA 
REAL  HOTEL.  BELOW 
MEXICAN  FOLK  ART 

of  Mexico's  legend; 
matadors  fought  bulls 
this  ring,  built  in  18 
Today,  as  you  climb 
12  steep,  quarryst< 
levels,  you  can  imag 
the  cries  of  "Ole.r  t 
once  echoed  here. 

The  bullring  has  b< 
transformed  into 
unique  hotel,  the  Qui 
Real  1800  445-4565).  . 
chitects  preserved  1 
ring,  including  the  b 
holding  pens,  where  1 
itors  can  sip  drinks 
cave-like  surroundii 
next  to  graffiti  messaj 
left  by  the  matadc 
Around  the  ring's  upper  edge,  the  design 
added  a  stunning  smattering  of  rooms  in  I 
rich  ochre  tones  of  the  region's  farmlands.  It' 
spectacular  hotel,  where  one  can  sit  spellboi 
for  hours. 

But  there  is  much  more  to  see  in  this  beaut 
town,  founded  in  1546  by  Spanish  conquer 
whose  mines  produced  more  than  one  billion  ( 
lars'  worth  of  silver.  The  colonial  architect 
and  art  treasures  that  Zacatecas  has  presen 
are  outstanding.  The  pink  sandstone  cathedi 
with  its  ornate  facade,  is  one  of  the  richest  ex£ 
pies  of  Mexican  baroque  architecture. 
SECRET  GARDENS.  This  is  a  city  for  walking,  ofl 
ing  endless  surprises  in  the  form  of  cobblestor 
alleyways,  charming  parks  with  canopies  of  p 
pie  bougainvillea,  and  hidden  markets.  Tour  i 
now-defunct  Eden  mine,  crossing  wobbly  s 
pension  bridges  that  span  three-story  drops. 

Considering  Zacatecas'  wealth  of  silver, 
surprising  that  the  jewelry  and  relics  for  sale  ; 
disappointing.  You  can  find  better  silver  sou 
nirs  in  San  Miguel  de  Allende,  a  charming  arti: 
colony  favored  by  Americans  that  lies  4/f-  hoi 
south  by  car.  But  if  you  seek  out-of-the-w 
spots  with  few  tourists,  don't  pass  up  Zacatec 
Traveling  in  this  part  of  Mexico,  while  more 
pensive  than  five  years  ago,  is  still  a  bargain 
Before  leaving  Zacatecas,  visitors  should 
miss  another  unusual  collection  of  folk  art  at  1 
San  Agustin  museum.  Fantastic  papier-mac 
monsters  called  alebrijes  ha 
brightly  painted  bodies,  waggi 
tongues,  and  sweeping  wings.  TT, 
were  created  by  artist  Pedro 
nares,  who  as  a  child  fell  delirio 
ly  ill  and  dreamed  of  monsters  p 
suing  him.  He  and  his  family  tra 
formed  the  monsters  into  whimsi 
folk  art  beasts— perhaps  to  pur 
the  ghosts  of  the  past,  or  perht 
to  keep  them  alive  for  future  gen 
ations.  Geri  Sm 
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When  it  comes  to  reliable  service  to  Europe, 
you  could  say  we've  got  it  covered. 
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A  passion  for  perfection." 


At  Lufthansa,  we're  glad  that  you're  seeing  so 
many  spots  before  your  eyes.  Because  we  now 
serve  over  100  European  destinations  Many  of 
which  we  fly  to  several  times  a  day.  And  have 
been  flying  to  for  a  long  time.  We  even  have 
offices  in  35  cities  we  don't  fly  to.  So  no  matter 
where  you  want  to  go  in  Europe,  you  can  count 
on  Lufthansa's  quality  service  to  get  you  there. 
And  you  can  count  on  our  passion  for  perfection 
to  get  you  there  in  style.  For  more  information  or 
reservations  just  call  Lufthansa  at 
1-800-645-3880,  or  see  your  Travel  Agent 

Lufthansa 


Schedule  subiect  to  change  without  notice 
Lufthansa  is  a  participant  in  the  mileage 
programs  of  United.  Delta  and  USAir 
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1  Leading  Banks. 
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140  Airlines 


1,600  Government 
Agencies, 


SQfTTh 
World's  Largest 
Telecommunication 


Companies, 


'e  're  helping  our 
clients  write  the  book  on 
customer  service. 

And  here's  the  last  word: 
customerize. 


From  banking  to  airlines,  from 
^communications  to  government, 
dsys  has  built  a  reputation  for  helping 
r  clients  help  their  customers. 

So  it's  not  surprising  that  the  most 
werful  customer  service  concept  in 
ars  should  come  from  Unisys.  A  concept 
ibodied  in  a  single,  thought-provoking 
)rd:  CUSTOMERIZE. 

A  customerized  organization  is 
stomer-focused  at  every  level.  The  full 
pabilities  of  its  information  strategy 
3  extended  all  the  way  out  to  the  points 
customer  contact,  where  customer  sat- 
action  is  ultimately  decided.  The  bottom 
ie?  For  the  private  sector:  enhanced 
/enue  generation  and  competitiveness. 
I  the  public  sector:  enhanced  delivery 
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of  government  services. 

Of  course,  every  line  of  business  has 
its  unique  requirements.  And  Unisys  is  a 
leader  at  applying  industry-by-industry 
expertise  to  real-world  customer  environ- 
ments. Our  pioneering  efforts  to  help 
customerize  business  and  government  are 
a  logical  extension  of  our  strengths- 
strengths  such  as  point-of-customer- 
contact  solutions;  a  proven  commitment  to 
open  systems  and  interoperability;  and 
above  all,  services  that  apply  technology 
not  for  its  own  sake  but  for  the  sake  of 
an  organization's  goals. 

UNISYS 

We  make  it  happen. 


Experienced  Unisys  consultants  can 
help  assess  the  flow  of  information 
between  you  and  your  customer.  And  our 
customerize™  services  protect  your  existing 
investment  as  they  help  your  organization. 


CUS-tom-er-izeX  kus'-ta-ma-rize'Xv/ 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITIC  AL  SOLI  ITIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  16. 
Ask  for  a  complimentary  customerize 
Information  Kit.  We'll  help  you  begin  a  re- 
warding new  chapter  in  customer  service. 

ci'stomerize  is  a  service  mark  of  Unisys  Corporation. 
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ersonal  Business 


OPERA  ALFRESCO: 
THE  ARENA  Dl  VERONA 
IN  THE  CITY'S 
ROMANTIC  ANCIENT 
HEART.  THE  FESTIVAL 
DEI  DUE  MONDI  IN 
SPOLETO  (BELOW)  IS  A 
LAUNCHING  PAD  FOR 
YOUNG  ARTISTS 


E  H 
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Italy 

ARIAS  OF  INTEREST: 
AN  OPERATIC  FEAST 


JSmi 


TAKE  IN  SOME 
OF  THE  GREAT 
OPERA  FESTIVALS 
WHILE  THE  LIRA 
IS  DOWN 


■  magine  a  balmy  July  evening,  watching  Giu- 
I  -ieppf  Verdi's  Aida  amid  the  torch-lit  red- 
H  I  n  ick  ruins  of  Rome's  ancient  Baths  of  Cara- 
calla.  The  ultimate  in  operatic  spectacles,  down  to 
the  horse-drawn  chariots  on  stage,  Rome  Opera's 
production  of  Aida  is  a  performance  music  lovers 
shouldn't  miss. 

If  you're  big  on  opera,  this  could  be  your 
lucky  year.  With  the  Italian  lira  down  30% 
y,    against  the  dollar  since  last  year,  the  summer 
could  be  a  great  time  to  take  in  some  spec- 
tacular opera  festivals.  Staged  in  pictu- 
resque hill  towns,  ancient  theaters,  med- 
ieval ports,  and  outdoor  ruins, 
from  the  sunny  shores  of  Sici- 
ly to  the  northern  Dolomites, 
the  festivals  provide  a  chance 
'  to  hear  bel  canto  in  the  land 
s   where  it  began. 

Rome's  festival,  running  from 
June  20  until  Aug.  20,  takes 
place  in  a  setting  once  famous 
throughout  the  ancient  world,  the 
ornate  baths  built  by  Roman  Emperor 
Caracalla  in  212  A.  D.  Now,  the  massive 
ruins  provide  a  perfect  backdrop  every 
summer  for  operas,  ballets,  and  con- 
certs. This  year  the  opera  program  in- 
cludes Aida,  Turandot,  and  Tosca. 
rare  rossini.  Just  north  of  Rome,  the 
old  and  new  worlds  converge  at  the 
Festival  dei  Due  Mondi  in  the  medieval 
Umbrian  hill  town  of  Spoleto.  Founded 
in  1958  by  composer  Gian  Carlo  Menot- 
ti,  the  Spoleto  festival  usually  has  a 
strong  American  presence— probably 
because  of  the  close  link  with  "Spoleto 
USA,"  begun  in  Charleston,  S.  C,  in 
1977.  A  launching  pad  for  young  artists, 
Spoleto-Italia  is  an  extravaganza  of  op- 
era, concerts,  dance,  drama,  and  film. 
This  year's  festival  runs  from  June  19 
until  July  18  and  features  two  operas: 
Puccini's  //  Trittico,  and  Stravinsky's 
The  Rake's  Progress. 


Hard-core  opera  buffs  might  consider  a  trip 
the  Adriatic  coast  city  of  Pesaro,  the  birthpTs 
of  Rossini  and  home  of  the  annual  Rossini  Op< 
Festival.  The  13-year-old  event  is  known  for  st 
ing  obscure  Rossini  operas,  along  with  bett 
known  works  by  the  prolific  19th-century  comp 
er.  This  year,  Armida,  featuring  newly  uncovei 
material,  tops  the  bill.  Also  of  interest  is  a  a 
cert  featuring  13  rare  Rossini  arias. 

Not  too  far  from  Pesaro  is  the  ancient  Byz; 
tine  capital  of  Ravenna,  with  its  magical  mosi 
filled  churches.  Tenor  Luciano  Pavarotti  p 
forms  a  special  recital  on  July  21  at  the  see 
waterfront. 

farm  charm.  For  the  sheer  grandeur  of  big  i 
era,  nothing  can  compete  with  Verona.  The  cit 
romantic,  ancient  heart  is  home  to  one  of  t 
best-preserved  Roman  amphitheaters  in  e> 
tence— the  Arena  di  Verona— and  one  of  the  m 
famous  opera  festivals  in  Europe.  The  eve 
which  starts  on  July  2  and  runs  until  Aug. 
features  five  operas:  Cavalleria  Rusticana,  Pax 
acci,  Carmen,  La  Traviata,  and  Aida.  Tenor  F 
cido  Domingo  will  sing  Canio  in  Pagliacci. 

Accommodations  range  from  rustic  inns 
castles  to  four-star  hotels.  In  some  towns,  it's  \ 
tually  impossible  to  find  a  room  as  the  festiv 
draw  near.  An  economical  alternative  is  agritw 
mo— staying  at  a  farm,  inn,  or  home  in  the  coi 
tryside.  For  information,  call  001-396-685-234$ 

You  sometimes  can  pick  up  tickets  at  the  t 
office  on  performance  day.  But  in  a  country  s; 
onymous  with  opera,  it  makes  sense  to  book 
advance.  For  information,  call  the  Italian  Tour 
Office  (212  245-4822).  And  don't  forget  to  take  > 
era  glasses.  Gabrielle  Sav 
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PERSONAL  BUS 


IT  S  NOT 
WHO  YOU  KNOW. 

IT  S  WHO 
KNOWS  YOU. 

We  get  200,000  calls  a  year  at  1-800-USA-XPORT  from  business  people  looking 
for  the  latest  in-depth  information  on  78  countries  and  50  industries  worldwide. 
This  free  service  allows  businesses  to  find  buyers,  suppliers  and  potential  partners 
listed  on  the  Export  Hotline  Directory.  To  be  listed,  complete  the  form  below 
and  send  it  to  us,  it's  that  easy.  If  you're  not  listed  you'll  still  be  able  to  use  the 
Directory  to  find  other  businesses,  but  will  other  businesses  be  able  to  find  you? 


The  Export  Hotline 

Make  It  Work  for  You 


Use  of  the  Export  Hotline  for  market  information  and  the  Export  Hotline  Directory  is  free.  But,  to  be  listed  in  the  1993  Export  Hotline  Directory, 
companies  must  complete  this  form  and  send  a  processing  fee  of  $35.  To  pay  by  credit  card,  fax  this  form  to  617-523-0768,  or  mail  this  form  with  a 
check  payable  to  International  Strategies,  Inc.,  260  Franklin  St.,  Boston,  MA  02110.  Companies  that  list  will  receive  a  free  Hotline  User's  Manual. 

Yes,  add  my  company  to  the  Export  Hotline  Directory  and  send  me  my  free  Hotline  User's  Manual. 

Enclosed  is  my  check  for  $35.      I  would  like  to  pay  by  credit  card:       American  Express      Mastercard  Visa 


Card  Number  (The  charge  will  appear  on  your  statement  as  Instant  Information  i 
Name 


Expiration  Date 


Signature 


Hah 


Title 


Company  Name 


Address 


City 


State 


Zip/ Postal  Code 


Country 


Telephone 


Fax 


No.  of  Employees:  0-9_ 
Business:  Manufacturer 


10-49        50-99        100-999   1000+. 

Service         Agent   Distributor. 


Sales:  Under  $1M_  $1-5M_  S5-25M. 
Importer         Exporter   Both  


$25-100   $100M+_ 


To  be  listed  enter  up  to  six  (6)  distinct  four  (4)  digit  Harmonized  Codes  describing  products  you  buy  or  sell.  The  Code  system  allows  companies 
to  receive  your  profile  on  their  fax  machines.  To  get  your  Harmonized  Code(s),  just  call  1-800-USA-XPORT  (1-800-872-9767). 


To  enter  more  than  six  codes,  please  submit  another  completed  form  with  an  additional  $25. 

Please  describe  your  company's  products/services  in  20  words  or  less 


BW0193B 


Sponsored  by  AT&T  •  BusinessWeek  •  Delta  Air  Lines  •  KPMG  Peat  Marwick  •  The  Journal  of  Commerce  •  Wolf,  Greenfield  &  Sacks,  P.C.  • 
ational  Association  of  Manufacturers  •  U.S.  Council  for  International  Business  •  Supported  by  the  U.S.  Dept.  of  Commerce  •  Developed  and  managed  by  International  Strategies,  1 
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We  Have 
Friends  in  High  Places. 


It's  who  you  know  that  counts.  And  these  rare  rap 
tors  need  all  the  help  they  can  get.  That's  why  The 
Nature  Conservancy  and  the  public  television  series, 
NATURE,  are  working  as  partners.  We  believe  that 
the  more  people  know  about  the  value  of  natural 
diversity  the  more  we'll  do  as  a  society  to  protect  it. 

For  more  than  a  decade  NATURE  has  worked  w  ith 
the  w  orld's  top  wildlife  filmmakers  to  bring  the  won- 
ders of  the  natural  w  orld  into  our  living  rooms. 

And  for  forty  years,  The  Nature  Conservancy  has 
formed  partnerships  with  family  farmers,  indigenous 
tribes,  businesses,  governments,  and  thousands  of 
private  citizens  to  buy  and  protect  natural  areas  for 
our  wildlife — and  our  wav  of  life. 


Become  a  Nature  Conservancy  member  today  t 
calling  1-800-628-6860.  And  watch  NATURE  evei 
Sunday  on  PBS.  As  partners,  we  can  help  guarantc 
that  our  high-flying  friends  have  the  places  the 
need  to  flourish — now,  tomorrow,  and  maybe  eve 
forever. 


The 
Nature^ 

Qonsewancy 


NATURE 


■ 
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Belgium 

MTIQUES:  BAGGING 
&RGAINS  IN  BRUSSELS 


^  ain  and  a  famously  dull  lifestyle  haw  k< -pt 
W  rents,  car  prices,  and  a  lot  of  other  things 
cheaper  in  Brussels  than  in  tonier  Euro- 
.n  capitals.  Even  antiques  go  for  bargain 
:es. 

lie  other  day  I  spied  a  matching  pair  of  green 
lolstered  Art  Deco  armchairs  in  pristine  con- 
on  for  about  $1,300  each.  "For  that,"  said  an 
'ious  New  York  friend,  "you'd  find  a  chair 
e  that  looked  like  your  cat  had  murdered  it." 
lo  Berman,  an  Art  Deco  specialist  and  owner 
German,  says  Big  Apple  prices  can  be  twice  as 
r.  "I  get  a  lot  of  customers  from  New  York— 
m  dealers,"  says  Berman,  whose  Rue  Ste. 
ne  shop  is  just  off  the  Grand  Sablon  square, 
und  zero  for  Brussels'  antiques  district. 

REAL  MCCOY.  Shops  on  the  swanky  Sablon, 
h  as  the  18  inside  the  Antique  Fair  Center, 

open  daily.  There's  also  a  weekend  open-air 
rket,  held  on  the  square  under  vast  green  and- 

canvas  stalls  (Saturday  10  a.m.-6  p.m.,  Sun- 

■  8  a.m. -2  p.m.).  If  you  know  antiques,  there 
greater  bargains  to  be  had  at  this  hodge- 

Ige  bazaar,  where  one  is  as  likely  to  find  Vic- 
Ian  dolls  or  a  300-piece  set  of  Art  Nouveau  sil- 
ware  as  a  dining  room  table  to  die  for. 
f  you're  a  novice,  caveat  emptor,  says  Betty 
Coninck,  manager  of  Antiques  &  Design  Cen- 
,  a  Sablon-area  specialist  in  old  pine  furni- 
e.  "Even  at  the  Grand  Sablon  you  have  to 
tch  out  for  people  who  sell  new  things  as  all- 
ies," she  says.  The  Place  de  la  Chapelle  store, 
;  most  in  the  area,  provides  certificates  of 
henticity  for  the  genuine  articles,  such  as  the 
i-year-old,  six-foot-tall  French  pine  armoire  I 
/  for  the  rock-bottom  price  of  $1,000. 
Sablon-area  merchants  identify  uncertified  an- 
les  as  brocante,  which  means  second-hand  in 
;nch.  If  you  get  lucky  and  spot  something  so 
ed  that  happens  to  be  a  real  antique,  the 
ce  will  be  considerably  less  than  it  would  be 
h  a  certificate  of  authenticity, 
nveterate  bargain  hunters  might  also  enjoy 
wsing  through  the  jumbled  daily  flea  mar- 
on  the  nearby  Place  du  Jeu  de  Balle.  Given 
gium's  onetime 
anial  ties,  you'll 

■  lots  of  African 
ies,  such  as  a  100- 
ir-old,  24-inch-tall 
tue  from  Zaire's 
na  Herba  tribe 
t  was  going  for 
\)  the  day  I  visit- 
In  fair  condition, 
six-foot  Belgian 

EY  OF  THE  DOLLS: 
ISPLAY  AT  THE 
RON  THE  SQUARE 
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pine  armoire,  also  about  100  years  old,  was  the 
same  price.  But  if  you  buy  something,  don't  both- 
er asking  for  an  antique  certificate.  They're 
nonexistent  at  the  flea  market.  You  may  not 
even  get  a  bill  of  sale  (needed  to  obtain  sales  tax 
refunds).  "Some  of  the  stuff  at  the  flea  market  is 
stolen,"  says  De  Coninck. 

sablon  snacks.  Of  course,  nonluggable  antiques 
have  to  be  shipped  home.  Ziegler,  a  major  Bel- 
gian transport  company  (011-:!22-422-220!;tl  with 
English-speaking  clerks,  charges  a  minimum  of 
$265,  including  packing,  to  send  2  cubic  meters 
(about  75  cubic  feet)  of  goods  to  New  York  by 
ship.  There's  an  add-on  if  items  weigh  more  than 
2,200  pounds.  Delivery  takes  three  weeks.  By  air, 
the  minimum  rate  for  the  same  volume  is  $400, 
with  the  add-on  starting  after  720  pounds.  Even 
the  flea  market's  wily  merchants  will  help  you  ar- 
range transport— at  least  to  Ziegler's  warehouse. 

Offsetting  delivery  charges  on  certified  an- 
tiques, which  must  be  more  than  100  years 
old,  is  a  recoverable  0%  sales  tax.  And 
buyers  don't  have  to  pay  U.  S.  duty.  For 
furniture  of  the  Art  Deco  or  Art  Nouveau 
era— too  modern  to  qualify  as  certified 
antiques— the  charge  is  2.5%  to  5%  U.  S. 
duty.  But  the  recoverable  tax  is  19.5%. 

If  you  shop  till  you  drop,  or  if  the  ar- 
cana of  antiques  is  just  too  much  for  your 
jet-lagged  brain  to  deal  with,  fear  not.  The 
Sablon  area  is  also  prime  eating  turf  in  gas- 
tronomic Brusse 
where  even  the  picky 
French  have  been 
know  to  smack  their 
lips.  Brussels'  best 
pastry  shop.  Wit- 
tamer's,  is  right  on 
the  square.  And  just 
on  the  edge  at  Rue 
Bodenbroeck,  18,  is 
l'Ecailler  du  Palais 
Royal,  a  fish  restau- 
rant the  Michelin 
guide  rates  two 
stars.    Put  rick  Oster 


RUMMAGEMANIA: 
GREAT  FINDS  CAN  BE 
HAD  ON  THE  SWANKY 
GRAND  SABLON 
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SEPARATING  REAL 
GEMS  FROM 
SECONDHAND 
ITEMS  IS  THE  REAL 
TRICK 
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Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it  capital  both  here  and  abroad, 
must  be  equipped  to  handle  risk.  Whether  you  need  credit  or  credit  enhance- 

Wluch  is  why  many  of  the  top  500  corpo-  merits,  customized  risk  management  products 

rations  in  North  America  turn  to  Union  Bank  or  services,  asset  securitization  or  leveraged 

of  Switzerland  as  a  leading  financial  resource.  finance,  UBS  can  design  the  right  solution. 

As  one  of  the  world's  largest  banks,  and  In  any  major  currency  and  capital  market, 

arguably  the  strongest,  we  apply  our  Triple-A  In  good  times  and  bad. 
rated  strength  in  ways  that  are  impressive.  For  a  bank  equipped  to  support  your 

Our  global  perspective  and  breadth  of  efforts  in  North  America  as  well  as  abroad, 

capabilities  are  impressive,  too.  Because  the  depend  on  Union  Bank  of  Switzerland. 
UBS  network  offers  the  full  range  of  on- and  We'll  be  there  to  help  you  land  saf  ely 

off-balance  sheet  solutions  to  sourcing  on  your  feet. 


As  global  as  business  itself. 


i  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
>ther  ottkes  in  North  Amenta:  Chicago,  Houston.  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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Lace  hi  /mien ea'S  miliary  _ns 
mm.  ton  a  ulaee  in  a  toai» 


For  too  long,  the  only  reminders  of  the  contributions 
of  American  servicewomen  have  been  photos  stored  away  in 
boxes  and  dresser  drawers. 

Now,  Congress  has  authorized  a  memorial  to  Women  in 
Military  Service,  to  be  built  at  the  gateway  to  Arlington  National 
Cemetery.  It  will  honor  our  mothers,  daughters  and  sisters 
who  have  served  America  from  the  Revolutionary  War  to 
Desert  Storm.  What's  more,  the  names  of  all  military'  women- 
active  duty,  Reserve,  National  Guard  and  veterans,  living  and 
deceased— are  eligible  for  registration  at  the  Memorial. 

While  Congress  has  authorized  the  Memorial,  it  must  be 


built  with  non-Federal  funds.  Call  toll-free  to  preserve  a  pla 
in  history  and  help  build  the  Memorial. 


America's  servicewomen  have  always 
answered  the  call.  Call  now  to  honor  them. 


1-800-4-SALUTE 

Women  hi  Military  Service  Memorial 

Dept.  560,  Washington  D.C.  20042-0560 


Canada 


IAW,  SHAKESPEARE, 
ID  SAUTEED  CARIBOU 


f  ummer  theater:  The  words  evoke  images 
|  of  folding  chairs,  converted  barns,  and  as- 
r  piring  stars  performing  in  quaint,  low-bud- 
productions.  But  just  over  the  U.  S.  border  in 
irio,  you  will  find  two  theater  festivals  that 
as  polished  and  professional  as  they  get. 
he  Stratford  Festival,  now  in  its  41st  sea- 
is  one  of  the  best  places  outside  Britain  to 
the  works  of  William  Shakespeare.  And  the 
k  Festival  in  lovely  Niagara- 
he-Lake  offers  the  world's 

repertory  company  devoted 
he  plays  of  George  Bernard 
iv  and  his  contemporaries. 
1  are  easily  accessible  from 
h  of  the  Midwest  and  East. 

greenbacks  are  now  worth 
7  Canadian  at  recent  rates, 
pared  with  $1.20  last  May. 
tUFF  SIUFF.  At  Stratford,  don't 
;ct  museum-like  Elizabethan 
luctions.  The  festival  makes 
of  contemporary  dress  and 
ial  effects  to  freshen  up  clas- 

In  this  year's  production  of 
midsummer  Night's  Dream, 
e  of  the  characters  wear  busi- 
;  attire.  This  season,  which 
;  through  Nov.  14,  features  11  productions, 
I  by  Shakespeare.  Others  include  Gilbert 
Sullivan's  The  Mikado  and  the  musical  Gypsy, 
m  should  call  soon  for  weekend  reservations 

567-1600).  Or  you  might  want  to  plan  a  mid- 
k  visit,  when  the  plays,  the  town,  and  the 
aurants  are  less  crowded.  Ticket  prices  range 
i  $30  to  $44,  but  check  for  discount  packages, 
he  same  toll-free  service  will  help  you  find  a 
e  to  stay.  That's  important, 
e  Stratford  has  only  a  few 
1  hotels.  Two  of  the  best  bets 
The  Festival  Inn,  within  walk- 
distance  of  the  theaters,  and 
tley's,  which  features  sump- 
is  suites.  Or  consider  one  of 
y  bed-and-breakfasts. 
•espite  Stratford's  small-town 

it  boasts  some  of  Ontario's 
|  restaurants.  You  may  need 
rvations  several  weeks  in  ad- 
:e  for  weekend  dining  at  The 
rch  (519  273-3424).  It's  situ- 

in  a  century-old  church,  re- 
3  with  stained-glass  windows. 

prix-fixe  meals  are  divine, 
iple  such  specialties  as  sau- 

Canadian  caribou  with  a  ju- 
r-berry  sauce.  Or  try  Run- 
,  on  Lake  Victoria,  which 
ures  French  cuisine. 
Thile  Stratford  appeals  strict- 


ly to  theater  lovers,  Niagara-on-the-Lake  offers  a 
much  wider  variety  of  diversions.  The  town  is  a 
20-minute  drive  from  Niagara  Falls  but  seems  a 
world  away  from  the  tourist  traps.  You  can 
spend  an  afternoon  visiting  galleries  and  shops  in 
the  beautifully  maintained  19th-century  village. 

This  year,  the  Shaw  Festival  features  nine 
plays,  including  Shaw's  riveting  Saint  Joan  and 
the  musical  about  the  Roaring  Twenties,  Ge 
men  Prefer  Blondes.  The  season  runs  throuj 
October,  and  you  can  reserve  by  calling 
800  724-2934.  Tickets  go  for  $20  to  $40.  To 
immerse  yourself  in  the  Victorian  era, 
consider  the  town's  leading  hotel,  The 
Prince  of  Wales.  Royals,  its  Victorian  din- 
ing room,  offers  tasty  Continental  cui- 
sine. Another  good  bet  is  Queen's  Land- 
ing, a  Georgian-style  hotel. 
pretty  parkway.  During 
the  War  of  1812,  Niagara-on 
the-Lake  was  burned  to 
ground  by  American  force 
can  recapture  some  of  the  spirit 
of  that  era  by  visiting  Fort 
George,  once  a  British  installa- 
tion, now  staffed  with  guides 
decked  out  in  uniforms  from  the 
early  19th  century.  Continue 
down  the  Niagara  Parkway, 
which  Winston  Churchill  aptly  de- 
scribed as  "the  prettiest  Sunday 
afternoon  drive  in  the  world."  It 
runs  along  the  Niagara  River  to 
the  Falls,  past  the  vineyards  of 
the  booming  Ontario  wine  indus- 
try. When  touring  the  vineyards, 
ask  about  Ontario's  renowned  Icewine,  made 
from  frozen  grapes. 

Because  Stratford  and  Niagara-on-the-Lake 
are  only  two  hours  apart,  you  might  want 
to  take  advantage  of  a  Yankee  Holidays  package 
(800  225-2550).  It  features  one  night  of  midweek 
accommodations  in  both  towns  and  a  perfor- 
mance at  each  of  the  festivals,  for  $429  per 
couple.  William  Symonds 
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TWO  HOURS  APART: 
ENJOY  THE  BARD, 
EAT  WELL,  THEN 
DRIVE  TO  NIAGARA- 
ON-THE-LAKE  FOR  A 
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Turn  your  excess  inventory  into  a 
tax  break  and  help  send  needy 
kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  TAX  WRITE  OFF  for  your  company. 

Call  708-690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138  FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 
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The 
Time 
Has 
Come.. 

. .  .to  send  for  the  latest 
copy  of  the  free 
Consumer  Information 
Catalog. 

It  lists  more  than 
200  free  or  low -cost 
government  publications 
on  topics  like  money, 
food,  jobs,  children,  cars 
health,  and  federal 
benefits. 

Don't  waste  another 
minute,  send  today  for 
the  latest  free  Catalog 
and  a  free  sample 
booklet.  Send  your 
name  and  address  to: 

Consumer 
Information  Center 
Department  TH 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U  S  General  Services  Administration. 
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Year  after  year, 
the  vast  majority  of  our  clients 
say  they  would  refer  a  friend  to 
their  Financial  Consultant  at 
Merrill  Lynch.  Can  your  brokerage 
firm  say  that0 


Mildred  In 


29  Pine  Street 

Cambridge.  Massachusetts  021 
1617)  $55-1729 
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PUBLISHING 


Merrill  Lynch 


Shawn  J  Lapean  Private  Client  Group 

Financial  Consultant 

One  Financial  Center 
Boston.  Massachusetts  021 1 1 
1-800-637-7455 


Merrill  Lynch 

A  tradition  of  trust. 


ivestment  Figures  of  the  Wee 


HENTARY 

:500!  The  Dow  Jones  indus- 
*erage  closed  at  a  new  cen- 
arker,  and  new  high  as  well, 
suit  of  a  surprise  afternoon 
n  May  19.  The  Dow  fell  as 
,3416  early  in  the  day,  as 
s  feared  the  Fed  board  mem- 
-ould  call  for  tighter  mone- 
o\\cy.  Earlier  in  the  week,  in- 
reports  had  already  pushed 
fields  back  over  7%  and 
oaring  to  a  two-year  high, 
d  governors  gave  no  hint  of 
loney,  so  the  bulls  ran  ram- 
own  Wall  Street. 
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+0.6%  +8.7% 


L         [_  j"  '505.i 


1  -week  change 
-1.2% 


THE  DOLLAR 

May      Nov.      May     May  12-19 


52-week  change 
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STOCKS 


Latest 


%  change 
Week  52-week 


ONES  INDUSTRIALS 

3500.0 

0.5  3.1 

11  COMPANIES  (S&P  MidCap  Index) 

164.0 

0.0  13.9 

COMPANIES  (Russell  2000) 

229.3 

0.2  16.2 

MPANIES  (Russell  3000) 

255.9 

0.4  93 

%  change  (local  currency) 

IGN  STOCKS 

Latest 

Week  52-week 

IN  (FINANCIAL  TIMES  100) 

2819.7 

-1.4 

4  0 

(NIKKEI  INDEX) 

20,380  8 

-1.1 

9.1 

IT0  (TSE  COMPOSITE) 

3811.3 

0  i 

12.7 

DUSTRY  GROUPS  I 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.03% 

2.95% 

3.67% 

30-YEAR  TREASURY  BOND  YIELD 

6.97% 

6.86% 

7.81% 

S&P  500  DIVIDEND  YIELD 

2.83% 

2.81% 

2.96% 

S&P  500  PRICE/EARNINGS  RATIO 

22.6 

22  4 

25  4 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

440  6 

55.9% 

0.38 

2.61 

439  9 

62.3% 
0  39 
2.87 

Positive 
Negative 

Neutral 
Negative 
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%  change 
4-week  52-week 


Price 


LD  MINING 

31.5 

50.8 

ECHO  BAY  MINES 

98  0 

94.0 

12  Ve 

TRUMENTATI0N 

13  8 

9  7 

HEWLETT-PACKARD 

15.7 

9.5 

84  Va 

5PITAL  MANAGEMENT 

1 1.7 

27  3 

GALEN  HEALTH  CARE 

15.6 

15  6 

13  Ve 

S 

9.4 

27.3 

HASBRO 

10  6 

29  4 

35  Vi 

JGS 

8.1 

-15.5 

PFIZER 

13.7 

0.5 

70  Ve 

t-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 
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!  INSURANCE 


-1 1.7 


32  8 


CAPITAL  HOLDING 


16  2 


32  9 


34  Ve 


J0R  REGIONAL  BANKS 


-1 1.3 


12.1 


NATIONSBANK 


-15.3 


46  Ve 


NEY  CENTER  BANKS 


-10.4 


14  7 


CHASE  MANHATTAN 


-15  6 


-09 


29  Ve 


ICKING 


-10.2 


-24.4 


CONSOLIDATED  FREIGHTWAYS 
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2  i 


16  Ve 


IVY-DUTY  TRUCKS 


-100 


6  5 


PACCAR 


-16  9 


-5.2 


54  Vi 


ITUAL  FUNDS 


ERS 

eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

INGT0N  STRATEGIC  INVESTMENTS 

NITREND  GOLD 

TED  SERVICES  GOLD  SHARES 

43.1 
33.0 
31.5 

STEADMAN  AMERICAN  INDUSTRY 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
FIDELITY  SELECT  REGIONAL  BANKS 

-16  3 
-13.9 
-1  1.9 

:k  total  return 

% 

52-week  total  return 

% 

H.IFE-STATE  STREET  GLOBAL  ENERGY 
ITED  SERVICES  WORLD  GOLD 
IG  GROWTH 

63 .2 
51.1 
48  4 

PROGRESSIVE  AGGRESSIVE  GROWTH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 
G.T.  LATIN  AMERICA  GROWTH  A 

-28.5 
-24  7 
-19.4 

I  I   S&P 500 

4-week  totol  return 


MORNINGSTAR  INC 

r  I    Average  fund 
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ay  total  returns 


Foreign  stocks 
$11,931 

-1.46% 


Treasury  bonds 
$11,890 

-2.30% 


Gold 
$10,904 

+3.50% 


U.S. stocks 
$10484 

-0.91% 


DATA  RESOURCES  INC 


llll 


Money  market  fund 
$10,244 

+0.05% 


i  on  this  page  are  as  of  market  close  Wednesday,  May  1  9,  1  993,  unless  otherwise  indicated 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


May  1  8  Mutual  fund  returns  are  as  of  May  1  4  Relative  portfolios  ore  valued  as  of  May  18  A  more 
detailed  explanation  of  this  page  is  available  on  request 
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THE  NUMBERS  DON'T 
ADD  UP  TO  INFLATION 


HOW  TO  PUT  NEW  LIFE 
IN  THE  GERMAN  MIRACLE 

What  has  happened  in  the  U.  S.  and  Japan  is  now 
happening  in  Germany.  Restructuring,  belt-tight- 
ening, and  cost-cutting  have  finally  reached  Ger- 
many—and with  good  reason.  Three  years  after  unification, 
the  German  economy  is  in  a  slump.  To  pay  for  unification, 
the  German  government  pushed  the  deficit  to  6%  of  gross  do- 
mestic product,  and  today  Germany  has  the  dubious  honor  of 
having  an  inflation  rate,  at  4%,  that  exceeds  that  of  France. 
Despite  the  deep  manufacturing  recession,  the  Bundesbank 
has  been  slow  to  cut  rates.  Now,  the  Kohl  government  must 


cut  spending  and  rethink  a  social  contract  that  extends  v(f 
generous  benefits  to  Germans. 

Manufacturing,  which  long  traded  comfortably  on  the  hk 
reputation  of  German  engineering  and  design,  is  facing  ss 
own  Gotterdammerung.  German  manufacturing  labor  costs,! 
$25  an  hour,  are  now  the  highest  in  the  world;  Japanese  It 
ury  cars  have  outsold  German  ones  in  the  important  Ut 
market;  and  few  buyers  anywhere  want  to  pay  a  stiff  prel- 
um for  German  goods.  Even  the  vaunted  Mittelstand,^ 
midsize  companies,  are  finding  that  they,  too,  are  uncomdl 
itive.  So  German  manufacturers  are  slashing  payrolls,  oji- 
sourcing  production  to  cheaper  locales  in  Eastern  Europe  ad 
the  U.  S.,  demanding  more  of  suppliers,  and  designing  cot- 
saving  into  their  products. 

As  in  the  U.  S.  and  Japan,  the  restructuring  is  bound  tot 
painful  as  job  losses  mount.  But  government,  industry,  i$ 
workers  must  persist  in  trying  to  make  Germany  more  cci 
petitive.  The  Kohl  government,  up  for  reelection  in  191 
should  vigorously  pursue  plans  to  cut  spending.  Europe  it 
the  rest  of  the  world  need  a  strong,  competitive  Germany: is 
a  market  for  their  goods,  as  a  model  for  reinventing  indusj 
and  government,  and  as  a  leader  in  helping  eastern  Eun^ 
and  the  former  Soviet  Union  join  the  West  economically.  ! 


ATM  SHOULDN'T  STAND  FOf 
'ARTFULLY  TAKEN  MONEY' 

Want  to  rob  a  bank?  With  the  advent  of  automaf 
teller  machines,  it's  become  a  lot  easier  til 
cracking  a  vault  or  passing  a  holdup  note  t<s 
teller.  Today's  John  Dillingers  and  Willie  Suttons  don't  ntl 
to  pack  guns— instead,  they  might  use  a  pair  of  binoculars* 
peer  at  people  entering  their  personal  identification  numbf 
into  an  ATM.  Or  they  might  find  that  a  familiarity  with  cci 
puter  software  comes  in  handy— to  draw  information  fr'i) 
people  using  cards  at  a  bogus  cash  machine,  then  use  that! 
formation  to  loot  accounts  at  another  location. 

That's  just  what  some  wily  and  brazen  thieves  did! 
Connecticut  recently,  playing  on  the  gullibility  of  dozenslil 
bank  customers.  The  extent  of  the  losses  isn't  yet  knovj 
and  banks  whose  customers'  accounts  were  raided  hc$ 
pledged  to  make  them  whole.  But  the  incident  sent  chl 
down  the  spines  of  bank  officials,  who  now  have  yet  J 
other  form  of  bank  crime  to  protect  against.  ATM  fraud  lis 
existed  for  as  long  as  there  have  been  ATMs.  Plastic  cards  ;| 
easy  to  replicate,  and  some  people  are  sloppy  about  keep:! 
their  pins  private— indeed,  some  fraud  turns  out  to  be  usel 
cards  by  friends  and  family. 

Because  customers'  cards  are  so  easy  to  replicate,  bar! 
are  now  considering  thief-proofing  measures,  such  as  it 
printing  the  cards  with  telltale  watermarks  or  electro! 
fingerprints  (page  39).  Another  idea:  retina  scanning,  whh 
would  force  bank  customers  to  position  their  eyes  (right >r 
left?)  in  an  eyecup  (!)  for  identification  before  the  card  coil 
be  used.  Technology  is  bringing  brand-new  forms  of  frail 
But  it  somehow  seems  incumbent  on  customers  to  assufl 
some  personal  responsibility  for  the  safety  and  soundness'rf 
their  own  bank  accounts.  Caveat  cardholder. 


■J  t's  certainly  possible  to  panic,  as  the  bond  markets  have 
I  done.  Never  mind  that  unemployment  is  stuck  at  7%. 
H  Never  mind  that  industrial  capacity  is  at  a  modest  81.4% 
or  that  the  U.  S.  economy  is  in  the  most  sluggish  of  recover- 
ies. A  couple  of  months  of  bad  inflation  news,  and  the  bond 
markets  have  decided  the  inflation  dragon  is  back  and  breath- 
ing fire.  Worse,  some  folks  at  the  Fed  are  getting  a  case  of 
nerves  over  the  price  numbers,  leading  to  a  tussle  over  the 
direction  of  Fed  policy— to  tighten  or  not  to  tighten  (page  28). 

It  would  be  a  mistake  for  the  Fed  to  tighten  right  now. 
True,  consumer  prices  and  producer  prices  have  popped  up. 
So  far  this  year,  the  CPI  has  risen  at  a  4.3%  annual  rate,  up 
from  2.9%  last  year.  Producer  prices,  meanwhile,  have  risen 
4.8%.  Commodity  prices  have  also  bobbed  and  weaved  a  bit 
this  year,  and  there  are,  to  be  sure,  some  concerns  that 
new  taxes  will  push  the  indexes  higher. 

But  these  developments  do  not  an  inflationary  outlook 
make.  Two  factors  crucial  to  any  sustained  surge  in  prices 
are  missing.  First,  wage  and  compensation  gains  remain 
stunningly  moderate.  Compensation  costs,  including  wages, 
salaries,  and  employer  costs  for  employee  benefits,  rose 
3.5%  in  the  year  ended  March,  1993— the  same  rate  of  in- 
crease for  the  year  ended  December,  1992.  And  with  produc- 
tivity, especially  in  manufacturing,  showing  healthy  gains, 
unit  labor  costs  are  well  under  control.  If  inflation  were  a 
problem,  the  push  from  wages  would  be  apparent.  It's  not. 

Second,  the  classic  ingredient  that  sustains  inflation,  rap- 
id money  growth,  is  missing.  The  narrowly  defined  M-l 
grew  at  a  4.4%  annual  rate  during  the  last  quarter.  Mean- 
while, the  broader  aggregates,  M-2  and  M-3,  which  most 
economists  look  to  now  as  better  monetary  indicators,  actu- 
ally shrank  by  2.2%  and  2.6%,  respectively,  during  the  same 
period.  Over  the  past  year,  M-2  has  grown  a  mere  0.2%. 

Not  only  do  the  data  on  compensation  and  monetary  ag- 
gregates tell  us  that  inflation  is  not  a  problem;  they  also  tell 
us  that  the  recovery  is  still  fragile.  And  that,  more  than  any- 
thing else,  is  reason  enough  for  the  Fed  to  stand  firm  in  the 
face  of  a  few  bad  inflation  numbers. 
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On  the  trading  floors  of  Wall  Street,  computer  downtime  isn't  just  an  inconvenience.  Its  a 
disaster.  Our  client  faced  trying  to  maintain  hundreds  of  PCs  there  and  thousands  more  nation- 
wide. We  told  them  the  hest  way  to  service  their  PCs  was  not  to  service  them  at  all.  To  let  us  take 

care  of  them.  So,  they  could  focus  on  the  business  of 

We  Told  Them  To  Pull  The  Plug.  Th  rough  Dataserv,  Inc.,  a  BellSouth  company,  the 

bank  received  the  technical  expertise  and  quick  repairs  they 
required.  They  also  received  a  significant  reduction  in  downtime.  Improved  customer  service.  And  the 
confidence  that  comes  from  a  more  reliable  system. 

The  bank  was  pleased.  But  not  surprised,  since  they  were  already  relying  on  us  for  many 
of  their  cellular,  paging  and  voice  systems.  You  see,  BellSouth  is  a  lot  more  than  one  company.  It's 
a  family  of  companies.  From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated 
telecommunications  networks,  BellSouth  has  the  depth  of  resources  required  to  meet  your 
communications  challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their 

lecom  in  u  n  ications 

account  with  tiellctoutn.  ror  more  information,  call  i/our 

BellSouth  Representative  or  1- 800-726-BEIL.  Information  Services 
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What  if  «  □ur  employees  work  together  but  your  office  furr 


PLACES 
work  stations 


How  do  you  design  a  functional  office  with- 


out furniture  getting  in  the  way?  Haworth  has  the 


answer:  PLACES?  A  flexible  furniture  system  that  en- 


courages teamwork  without  sacrificing  privacy. 


PLACES  lets  you  integrate  shared  and  indi- 


vidual spaces,  allowing  for  a  free  flow  of  information 


and  communication.  Acoustic  panels  in  a  variety  of 


shapes  keep  one  team's  brainstorming  from  becoming 
another  team's  headache.  And  an  array  of  work  sur- 
faces and  storage  options  create  an  environment  that 
caters  to  individuals  without  isolating  them. 

The  PLACES  system  offers  you  a  world  of 
choices  for  the  workplace.  Because  today,  if  you  can't 
work  together,  you  can't  work. 

 <>  


Make  sure  nothing  stands  between  your  employees 


and  the  job  at  hand.  For  Haworth's  "Productivity 


l~~ I    H        Through  Teamwork"  booklet,  call  1-800-344-2600. 


FURNITURE  THAT  WORKS.' 


<> 
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COOKING  UP  A  PRIZE:  THIS  ELECTRIC  GRILL  DESIGNED  BY  FITCH  INC.  FOR  THERMOS  CO.  IS  EFFICIENT,  CLEAN/  AND  A  REAL  EYE-CATCHER 
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For  smart  companies,  design  is  the 
engine  of  product  development. 
Manufacturing,  sales,  and  even 
customers  are  brought  into  the 
design  process.  The  goal  is  a  useful, 
attractive,  easy-to-make  product. 
The  result  can  be  a  billion-dollar 
winner  that  turns  a  company  around 

58  THE  ANNUAL  DESIGN  AWARDS 

Here  is  a  close  look  at  some 
standouts  from  IDEA's  competition: 
Thermos'  Electric  Grill  for  the  patio 
The  HP  Deskjet  fold-out  printer 
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IBM's  Dataserver,  a  robo-librarian 
Northstar,  Caddy's  295-HP  smoothie 
A  "cuddly"  Macintosh  Color  Classic 
Back-office  workbusters  from  NCR 
Palm-Mate  TV  remote:  "Joy  to  hold" 
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The  complete  list  of  IDEA's  1993 
medal-winning  products 
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Japan's  recession  and  a  soaring  yen 
open  a  window  of  opportunity 

28  LAPTOP  FREE-FOR-ALL 

Sales  are  hot,  and  so  is  competition 

29  WITH  FRIENDS  LIKE  THIS  . . . 

David  Boren  is  giving  Clinton  fits 

30  OUT  OF  THE  FISHBOWL 

Why  John  Rollwagen  quit  Commerce 

3 1  OF  MIDGETS  AND  MAINFRAMES 

Edging  out  IBM  in  disk  technology7 

32  GETTING  A  BACKYARD  TAN 

Americans  are  postponing  big  trips 

34  COMMENTARY 

Biotech's  silver-screen  nightmare 

36  DEAN  QUITTERS 

Turnover  at  the  top  in  B-schools 

38  ROCKY  MOUNTAIN  LOW 

A  B-school  dean  runs  for  cover 
40  IN  BUSINESS  THIS  WEEK 

Treasury  savings,  White  House 
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R&D  ADVICE?  DIAL  O-A-K  R-l-D-G-E: 
AS  ENGINEER  VICTOR  EBOLUM  TAPS 
INTO  THE  BRAINS  OF  U.S.  WEAPONS 
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PRODUCTION 

Change  from  lost  week:  0.2% 
Change  from  lost  year:  4.5% 

190  


1967-100  (four-week  moving  overage) 


May  15 
186.8 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  4.3% 


225  . 


May  15 
221.2 


185. 


170 


mi 


May  8 
186.5 


220. 


Sept 
1992 


Mo, 

1993 


205 


unim 

May  8 
220.4 


May 
1992 


Sept 
1992 


May 
1993 


The  production  index  increased  slightly  during  the  week  ended  May  15.  Since 
early  March,  the  index  has  been  improving  slowly  On  a  seasonally  adjusted  basis, 
the  output  levels  of  steel,  autos,  paperboard,  and  paper  all  rose  Rail-freight  traffic 
and  truck,  electric  power,  crude-oil  refining,  coal,  and  lumber  production  declined  for 
the  week  Before  calculation  of  the  four-week  moving  average,  the  index  dropped  to 
186.3,  from  187  4 

BW  producf.on  index  copyright  1  993  by  McGraw-Hill  Inc 


The  leading  index  advanced  during  the  week  ended  May  15.  A  large  drop  in 
the  number  of  business  failures,  along  with  improvement  in  the  growth  rates  of  M2 
and  real  estate  loans  fueled  the  increase  Those  positive  indicators  offset  lower  stock 
prices,  higher  bond  yields,  and  a  decline  in  the  growth  of  materials  prices.  Before 
calculation  of  the  four-week  moving  average,  the  index  was  up  sharply,  rising  to 
224,3,  from  220.8  in  the  previous  week 

Leading  index  copyright  1  993  by  Center  for  International  Business  Cycle  Research 
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IS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (5/22)  thous.  of  net  tons 

1,905 

1,818s 

5  8 

AUTOS  (5/22)  units 

137,582 

135,081r# 

1.4 

TRUCKS  (5/22)  units 

103,758 

107,620r# 

13.3 

ELECTRIC  POWER  (5/22)  millions  of  kilowatt-hours 

53,228 

53,959# 

0.9 

CRUDE-OIL  REFINING  (5/22)  thous.  of  bbl./day 

13,733 

1  3.607« 

-2.5 

COAL  (5/15)thous.  of  net  tons 

18,142# 

18,319 

-2.3 

PAPERBOARD  (5/ 1  5)  thous  of  tons 

819. 8# 

799  4r 

9.1 

PAPER  (5/15)  thous.  of  tons 

746. 0# 

762. Or 

2.6 

LUMBER  (5/ 15)  millions  of  ft. 

469.9# 

468.6 

-5.6 

RAIL  FREIGHT  (5/1 5)  billions  of  ton-miles 

21.2# 

21.1 

2.4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA1,  Association 
of  American  Railroads 

iM:HM  warn  ^m—mmmmm—mm 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/26) 

108 

110 

128 

GERMAN  MARK  (5/26) 

1.62 

1  62 

1.61 

BRITISH  POUND  (5/26) 

1  55 

1  54 

1.82 

FRENCH  FRANC  (5/26) 

5  47 

5.46 

5.41 

CANADIAN  DOLLAR  |5/2oi 

1  26 

1.26 

1  20 

SWISS  FRANC  (5/26) 

1.45 

1  47 

1.46 

MEXICAN  PESO  (5/26)' 

3.127 

3  097 

3  091 

Sources:  Ma|or  New  York  banks.  Currencies 
pound  expressed  in  dollars 

expressed 

n  units  per  U  S  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (5/26)$/troyoz. 

374  500 

381.900 

10  6 

STEEL  SCRAP  (5/25)  #1  heavy,  $/ton 

!06  50 

106  50 

13.3 

FOODSTUFFS  (5/25)  index,  1967=100 

205  7 

206  2 

3.1 

COPPER  (5/15)  c/lb 

83  5 

87  0 

-15.8 

ALUMINUM  (5/15)  c/lb. 

52  5 

53.0 

-12.5 

WHEAT  (5/15)  #2  hard,  $/bu. 

3.57 

3  49 

-8.5 

COTTON  (5/ 15)  strict  low  middling  1-1/16 

in.,  C/lb. 

58  40 

58  39 

3.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Mefa/s 

Week,  Kansas  City  market,  Memphis  market 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan; 
year  ai 

STOCK  PRICES  (5/2i)S&P500 

444.94 

442.15 

7 

CORPORATE  BOND  YIELD,  Aao  |5/21) 

7.48% 

7.41% 

-9 

INDUSTRIAL  MATERIALS  PRICES  (5/2 1) 

95  4 

96.3 

-2 

BUSINESS  FAILURES  (5/u) 

380 

457 

-4 

REAL  ESTATE  LOANS  (5/1 2)  billions 

$397.7 

$394.9r 

-2 

MONEY  SUPPLY,  M2  (5/10)  billions 

$3,467  9 

$3,448.0r 

0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/8)  thous. 

337 

342 

-17 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100},  Dun  &  Bra 
street  (failures  of  large  companies),  Federat  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjus 
data  on  business  failures  and  real  estate  loans 

i . '.m      ua  :  r.r  i  m  i  1 1  ,i  w\  m  mmw 

Latest 
month 

Month 
ago 

%  Chan; 
year  a; 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Apr )  billions  $1303 

$130.2r 

6 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Apr.)  millions 

$8,088 

-$44,577 

-44 

IMPORTS  (Mar.)  millions 

$49,203 

$44,832r 

15 

EXPORTS  (Mar.)  millions 

$38,996 

$36,928r 

4 

Sources:  Commerce  Dept ,  Treasury  Dept 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chan; 
year  ag 

MONEY  SUPPLY,  Ml  (5/10) 

$1,064  8 

$l,054.8r 

11 

BANKS'  BUSINESS  LOANS  (5/12) 

275.7 

277.5r 

-4 

FREE  RESERVES  (5/12) 

771  r 

l,286r 

62 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/12) 

158  2 

161.5 

8 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Ym 
°g 

FEDERAL  FUNDS  (5/25) 

3.21% 

2.97% 

3.80' 

PRIME  (5/26) 

600 

6  00 

6.50 

COMMERCIAL  PAPER  3-MONTH  (5/25) 

3.19 

3.15 

3.91 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/26) 

3  15 

3.12 

3.89 

EURODOLLAR  3-MONTH  (5/2 1) 

3.13 

i  0  b 

3.91 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  [chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmen 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r-  revised     NM  =  Not  meaningful 
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Our  pilots  have  to  fly 
over  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days. 
Vhich  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
round  the  world  about  forty  times.  (And  that 
^as  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
tie  best.  That's  why  we  use  the  very  latest  in 
viation  technology.  Including  one  of  the  most 
lodern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
-800-438-5000.  We'll  go  out  of  our  way  for  you. 


KSREANAIR 

Fly  the  spirit  of  dedication.' 


6A-PAC 


"The  pieces  were  there,  but  it  took 
the  right  bank  to  help  put  it  all  together. 

Richard  Rice  &  Robert  Delahaut 
Owners,  MK  Diamond  Products,  Inc 


"A  proven  product,  a  trusted  name,  and  a 
growing  dominance  in  an  important  niche. 
When  we  came  on  board  as  sales  man- 
agers, we  recognized  the  potential  of  this 
company  right  away. 

So  when  the  oppor- 
tunity for  the  two  of 


COMMERCIAL  BANKING 


company,  this  attention  to  detail  helped 
us  get  our  construction  tools  onto  more 
shelves.  And  into  markets  around  the  world. 
Today  our  banker,  Ivy,  helps  us  with 
financial  transactions 
such  as  letters  of 
credit  and  the  profit- 


us  to  buy  the  business  came  along,  wc 
were  ready.  We  tried  a  couple  of  other 
banks,  but  Bank  of  America  scrutinized 
things  a  little  more  carefully.  And  that 
was  good.  Because  it  forced  us  to  tighten 
our  inventory  controls  and  accounting 
procedures.  Once  we  became  owners  of  the 


sharing  plan  BofA  helped  us  create.  All  in 
all,  thanks  to  BofA,  our  business  is  more 
efficient  than  it  used  to  be.  And  that's 
made  us  much  more  successful ." 

Banking  on  America" 


tn  Bank  of  America 


S  1993  Bank  of  America  NT&SA  Member  FDIC 
6B-PAC 
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LINKING  PAY  TO  PERFORMANCE 
WITHOUT  THE  FUSS  

Your  annual  review  of  executive  com- 
pensation ("Executive  pay:  The  par- 
ty ain't  over  yet,"  Cover  Story,  Apr.  26) 
noted  that  some  boards  of  directors  have 
begun  to  give  executive  pay  tougher- 
scrutiny.  The  $47  billion  New  York  City 
pension  funds  have  been  working  to 
make  boards  more  independent  so  they 
are  better  able  to  link  pay  and  perfor- 
mance. 

This  year,  the  funds  sponsored  share- 
holder resolutions  at  four  companies  call- 
ing for  a  compensation  committee  made 
up  solely  of  independent,  outside  direc- 
tors, with  access  to  outside  compensation 
consultants.  The  four  companies  were 
Bally  Mfg.,  W.  R.  Grace,  Polaroid,  and 
USF&G.  Instead  of  battling  us  at  the  Se- 
curities &  Exchange  Commission  or  at 
annual  meetings,  the  companies  accepted 
the  proposals  without  a  vote  and  are 
forming  independent  compensation  com- 
mittees. I  urge  other  companies  to  adopt 
this  reform  without  waiting  for  a  resolu- 
tion to  be  filed. 

A  strong,  independent  board  can  play 
a  vital  role  not  only  in  linking  pay  and 
performance  but  also  in  helping  man- 
agement achieve  good  performance. 

Elizabeth  Holtzman 
Comptroller 
City  of  New  York 
New  York 

SOME  THOUGHTS  ON 

CHINA,  PAST  AND  PRESENT  

Your  commentary,  "The  best  way  to 
change  China  is  from  the  inside" 
(Special  Report,  May  17)  could  not  be 
more  wrong. 

The  commentary  concedes  that  China 
needs  most-favored-nation  trading  status 
and  suggests  that  we  continue  it,  but 
in  exchange  for  what?  Absolutely  noth- 
ing. You  acknowledge  that  China  craves 
resumed  military  contacts  with  the  U.  S. 
and  suggests  thai  we  resume  them,  but 
in  exchange  for  what?  The  release  of 
more  political  prisoners. 

Evidently,  you  are  entirely  oblivious 
to  China's  long-standing  practice  of  using 
advances  in  military  technology  to  make 


its  regime  of  terror  ever  more  efficient. 

In  short,  while  piously  mouthing  the 
rhetoric  of  engagement  instead  of  isola- 
tion, the  commentary  advocates  throw- 
ing away  our  leverage  without  extract- 
ing substantial  concessions  from  China. 

A  policy  to  induce  real  change  might 
begin  with  an  offer  to  continue  China's 
MFN  trading  status  when  China  agrees 
to  allow  international  monitoring  of  its 
prisons  and  detention  centers  and  to 
submit  the  question  of  Tibetan  self-de- 
termination to  binding  adjudication  by 
the  International  Court  of  Justice.  It 
might  then  continue  with  an  offer  to  re- 
sume military  contacts  when  China 
agrees  to  separate  its  military  and  police 
forces  and  to  verifiable  prohibitions 
against  using  U.  S.  technology  for  inter- 
nal surveillance. 

Andrew  G.  Dulaney 
San  Francisco 

When  do  business  opinion  leaders 
begin  taking  Asian  economies 
seriously?  Only  when  American  trade 
deficits  with  them  are  nearing  insur- 
mountability? ("China,"  Special  Report, 
May  17). 

Your  report  on  China  foresees  that 
vast,  rapidly  expanding  nation  as  not 
competing  "as  directly  with  U.  S.  or  Eu- 
ropean technology-based  industries  as 
Japan  does."  Sounds  suspiciously  like 
the  underestimations  made  of  South  Ko- 
rea, Taiwan,  Singapore,  and,  yes,  Japan 
itself  in  decades  past. 

With  1.2  billion  people  and  double- 
digit  economic  growth,  perhaps  we 
should  see  China  as  a  formidable  future 
competitor,  not  just  an  immense  mar- 
ket and  low-cost  manufacturing  center. 

Eric  Chait 
New  York 

Your  story  is  consistent  with  most 
Western  reporters'  accounts.  Most 
reporters,  however,  seldom  travel  be- 
yond the  Great  Wall  or  the  (admitted) 
miracle  of  Shenzhen.  Amazed  by  the  ap- 
parent "capitalism"  of  China,  they  miss 
out  on  a  different  sort  of  reality. 

A  few  points  to  consider: 
■  To  raise  standards  of  living  nationally 
to  Taiwanese  standards,  China  would 
need  to  increase  gross  domestic  prod- 
uct by  $5  trillion  in  real  terms.  This  will 
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"Clients  See  Us  As  More  Broadly  Useful 
Than  Our  Competitors. 
Which,  Of  Course,  Is  The  Point." 


At  Chemical  our  clients  know  we  have  a  broad  ran^e  of  financial 


capabilities  to  help  them  reach  their  goals. 


Arid  they  are  confident  that  we'll  provide  them  with  the  most 


The  result  is  that  we  can  build  mutually  valuable  relationships 


them,  as  banker,  advisor,  and  trading  and  investment  partner. 


We  know  how  to  structure  the  mhi  solution  the  first  time,  in 


objective  advice,  based  on  their  needs. 


a  spirit  of  teamwork.  Because  we  can  do  this  repeatedly  across  a 


0%  Chemical 


range  of  needs,  our  clients  can  have  the  kind  of  multifaceted 
onship  they  prefer. 

)ur  broad-based  approach  produces  results.  For  example, 
lical  has  leadership  positions  in  loan  syndications,  trading, 


treasury,  corporate  finance,  capital  markets  and  operating  services  world- 
wide. And  at  a  time  when  others  have  retreated  from  international  arenas, 
Chemical  has  a  global  network  across  35  countries. 

Put  Chemical  to  the  test.  You'll  find  us  broadly  useful,  to  say  the  least 


Expect  more  from  us.e 
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not  happen  within  the  next  hundred 
years. 

■  Growth  is  centered  in  South  China,  in 
Fujian  province,  and  in  some  northern 
areas  where  Japanese  and  Korean  in- 
vestment has  been  channeled.  It  is  not  a 
universal  phenomenon. 

■  Right  now,  the  Chinese  propaganda 
machine  is  cranked  up  to  convince  for- 
eigners that  China  is  moving  toward 
capitalism  and  everyone  will  get  rich. 
This  is  intended  to  spur  on  renewal  of 
most-favored-nation  status,  reduce  pres- 
sure on  China,  and  promote  investment. 

■  Export  growth  is  enormously  inflated 
by  the  value  of  goods  that  are  imported 
from  Taiwan,  Japan,  and  Hong  Kong 
and  then  reexported  as  "Chinese"  prod- 
ucts. China  is  providing  a  good  way  for 
Japanese,  Koreans,  and  Tawainese  to 
increase  their  exports  to  the  West  while 
hiding  them  in  China's  trade  balance. 

To  be  sure,  China  is  changing.  But 
its  primary  asset  remains  its  labor— an 
advantage  that  the  Chinese  government 
is  clearly  using  to  challenge  Japan's  pre- 
eminence in  East  Asia.  Paradoxically, 
this  use  of  human  capital  is  completely 
consistent  with  Marxist  doctrine,  which 
urges  the  use  of  the  economic  strength 
of  the  masses  as  a  method  for  achieving 
political  ends.  Is  it  possible  that  West- 
erners have  mistaken  and  misunderstood 
the  fundamental  goal  of  the  Chinese  gov- 
ernment—to raise  the  overall  living  stan- 
dard through  methods  that  we  would 
find  abhorrent? 

Timothy  Gollin 
Houston 

STAYING  IN  THE  PINK  WITHOUT 
DROWNING  IN  GREENS  

As  an  older  adult— age  78—1  much 
prefer  to  take  inexpensive  vitamins 
available  by  mail  instead  of  eating  daily 
amounts  of,  say,  14  cups  of  collard 
greens  or  23  cups  of  broccoli  to  obtain 
the  same  benefit.  ("The  FDA's  war  of 
the  rose  hips,"  Top  of  the  News,  May 
17).  There  are  myriad  reports  showing 
proven  benefits  of  supplements.  Some 
of  the  FDA's  proposed  actions  would 
greatly  increase  health  costs  and  cause 
more  sickness  and  death  by  choking  off 
supplements  and  sending  patients  to  doc- 
tors who  are  uninformed  and  uneducated 
in  nutritional  matters. 

Gerald  C.  Whitney 
Stockton,  Calif. 

USE  THE  CIA  TO  THWART 
INDUSTRIAL  SPYING  

I am  sympathetic  to  the  argument  that 
the  Central  Intelligence  Agency  should 
not  be  put  to  work  in  an  offensive  way 
for  American  business  ("Why  pinstripes 


don't  suit  the  cloak-and-dagger  crowd," 
Top  of  the  News,  May  17).  I  see  merit, 
however,  in  putting  the  CIA  to  work  in  a 
defensive  way. 

Given  that  our  friends,  allies,  and  for- 
mer enemies  are  all  feverishly  spying 
on  us,  it  seems  a  safe  bet  that  economic 
espionage  on  their  part  isn't  about  to 
go  away.  Therefore,  I  can't  see  any  rea- 
son why  the  CIA  would  not  deploy  its 
considerable  counter-espionage  capabil- 
ities in  the  service  of  American  busi- 
ness. Indeed,  I  would  consider  that  an 
honorable  calling. 

The  chief  drawback  to  this  defensive 
use  of  the  CIA  is  the  difficulty  in  deter- 
mining just  what  is  and  isn't  an  Ameri- 
can business— or  a  French  business,  for 
that  matter.  Wouldn't  it  be  ironic  if  it 
turns  out  that  the  French  have  been 
spying  on  themselves? 

FW.  Nickols 
East  Windsor,  N.  J. 

SHOPPING  FOR  A  HOME  COMPUTER? 
CHECK  OUT  THE  AMIGA  

■  am  writing  in  response  to  "Buying  a 
I  computer  for  your  kid  is  child's  play- 
almost"  (Personal  Business,  May  10).  I 
am  disappointed  that  the  Amiga  was 
omitted  as  a  viable  option  as  a  home 
computer. 

For  $800.  an  Amiga  1200  system  can 
be  purchased  that  rivals  a  386  or  even  a 
486.  Sixteen  million  colors  (256  at  one 
time)  and  four-channel  stereo  sound 
come  standard  with  the  machine  (no 
need  to  keep  buying  cards  to  get  those 
features).  And  it  has  a  sleek,  true  multi- 
tasking operating  system  that  is  a  joy  to 
work  with.  It  has  a  tremendous  amount 
of  software  available.  I  feel  an  Amiga  is 
the  best  choice  for  a  home  computer. 

Jerry  Foster 
Flint,  Mich. 

SAVING  THE  EARTH— 

AND  MAKING  MONEY  

May  the  gods  of  capitalism  and  com- 
mon sense  be  praised! 
Your  article  "Quick,  save  the  ozone" 
(Science  &  Technology,  May  17)  concern- 
ing chlorofluorocarbon  substitutes  and 
the  market  leadership  of  Imperial  Chem- 
ical Industries  served  to  confirm  a  belief 
that  I  have  about  the  ingenuity  and  in- 
novation of  our  world's  corporate  com- 
munity: There  is  nothing  too  great  for 
common  and  committed  minds  to  over- 
come. The  recognition  of  the  problem 
and  the  willingness  to  take  long-term 
action  serves  to  set  ICI  apart  from  the 
number  of  corporate  behemoths  that 
cling  to  old  methods  and  means,  in  spite 
of  themselves.  The  company  is  to  be 
commended  for  taking  a  leadership  role. 


I  also  recognize  that  neither  ICI,  n 
the  other  two  chemical  companies  me 
tioned  (DuPont  and  Elf  Atochem),  d 
this  out  of  the  "goodness  of  their  corp 
rate  hearts."  There  was  a  true  pro 
motive  behind  their  efforts.  Yet,  it 
the  anticipation  of  the  fervor  for  iden 
tying  the  need  and  leading  the  chan; 
that  should  command  our  respect.  Mo\ 
over,  they  have  done  "the  impossib 
in  a  time  frame  that  would  make  mc 
companies  their  size  balk. 

I  have  worked  with  corporations  frc 
dozens  of  industries,  most  recently  ai 
intensively  within  chemicals  and  pharn 
ceuticals.  The  global  corporate  comm 
nity  does  have  a  responsibility  to  itse 
its  member  corporate  states,  society 
large,  and  most  important,  to  the  ear 
that  hosts  us  all. 

Jonathan  P.  Kirchn 
Wayne,  I 

CHRYSLER'S  WROHG  TURN 

IN  JAPAN  

■  was     disappointed     to  read 

■  "Chrysler's  Neon"  (Cover  Story,  M 
3)  that  Chrysler  would  export  this  nt 
model  only  to  Japan  "if  [U.S.  and  Eui 
pean]  demand  falls  short."  Such  a  reve 
tion  is  an  open  admission  of  the  lack 
priority  Detroit  places  on  U.  S.  auto  € 
ports  to  Japan.  Ironically,  this  comes 
a  time  when  U.  S.  car  companies  a 
wailing  about  Japanese  auto  market  i 
accessibility.  This  lack  of  commitme 
to  the  Japanese  market  only  serves 
fuel  the  Japanese  argument  that  "U. 
manufacturers  don't  try  hard  enoug 
and  tarnishes  the  efforts  of  those  comf 
nies  that  currently  are  trying  to  est£ 
lish  themselves  in  Japan. 

C.  "Red"  Gill 
Osaka,  Jap 

HIGHER  TAXES  WON'T  TEACH 

THE  U.S.  TO  SPEND  LESS  

■  n  "Washington  fiddles,  the  econor 
I  drifts"  (Editorials,  May  17)  you  ma 

the  statement:  "And  if  [spending]  Gl- 
are made,  Republicans  must  agree 
higher  taxes— if  not  corporate  taxt 
then  certainly  consumption,  such  as  e 
ergy."  This  statement  is  absurd.  T 
problem  with  the  U.  S.  government 
not  a  shortage  of  revenues  but  a  surpl 
of  spending.  Only  by  accepting  this  ie 
and  managing  the  excessive  spendi: 
can  the  U.  S.  get  its  house  in  order. 

Jack  Hal 
Warner  Robins,  C 


Letters  to  the  Editor  should  be  sent  ;o  Readers  Rep 
Business  Week,  1221  Avenue  of  the  Americas,  N 
York,  N  Y.  10020-  Fax  (212)  512-4464.  All  left 
must  include  an  address  and  daytime  and  evening  (■ 
phone  numbers  We  reserve  the  right  to  edit  letters 
clarity  and  space. 
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Some  people  think 
a  Mercedes  S-Class  j 
is  nothing  more  than  i 

a  symbol  of  how 
much  you're  worth. 


As  beautiful  as  the  Mercedes  S-Class  on  the 


pre\  ious  page  is,  we're  even  prouder  of  the 


other  one  pictured  here.  That's  because  the 


Men  I'des  Benz  '■8!Sj|y 


S  (  lass,  In 


Take  the  passenger  cabin.  Widely  con- 
sidered the  essential  nucleus  of  an  automo- 
bile's safety,  this  rigid  steel  reinforced 
cabin  is  designed  to  withstand  forces  from 
virtually  every  direction.  In  a  frontal  colli- 
sion for  example,  crumple 
zones  deform  progressively 
absorbing  much  of 

w 

the  impact  energy.  In 
the  event  of  a  side  impact,  a  steel  reinforced 
floor  panel  and  doors  fitted  with  anti-intru- 


equipped  with  a  Supplemental  Res 
System  that  goes  beyond  the  exp 
driver  and  passenger 


be  mo 


become  synonymous  with  safety,  every    I    It  also  includes  built-in  seat  squabs 


sion  bars  help  protect  occupants.  And  in       Mercedes  is 


a  rear  collision,  even  the 


help  pre 


front  seats  within  the 
cabin  of  an  S-Class  are  ^ 
designed  to  withstand 


( jr  depii  ted  on  I  his  pdge  is  nui  the  s 


I  [he  previous  page  (  "lor  hds  heen  dllered  *  Wit  I  review  1 oo  s  sdletv  fedtures  stdmldrrl  on  S  Cldss  versus  COIH 


fining"  under  the  seat  belt,  padded       ciate  its  safety  features.  We  do  it  for  you 


listers  and  Emergency  Tensioning 


In  fact,  because  the  required  30  mph 


h  test  bears  little 


uldn't 
right. 


ors  that  are  designed  to  remove    I    frontal  accidents,  Mercedes-Benz  developed 


ing  to  know 


It  slack  before  the  occupant  even 


moving  forward 


course  it's 


an  additional  offset 


collision  test. 


Yet  despite  all  this, 
perhaps  one  of  the  S-Class's  greatest  safe- 


driver  avoid  an  accident.  An  independent 


multilink  rear  suspension,  along  with 


recirculating  ball  steering  and  antilock 


brakes  are  only  part  of  a  sophisticated 


system  that  together  give  the  driver  more 


precise  control  and  better  stability. 


It  seems  owning  a  Mercedes-Benz 


S-Class  is  not  so  much  a  barometer  of  your 


net  worth  as  it  is  your  self-worth. 


For  information  about  Mercedes-Benz, 


call  1-800-695-5636. 


i't  have  to  crash  an  S-Class  to  appre-       ty  achievements  is  its  ability  to  help  the 


.iipiilfnn-nl.il  restraints  Please  al\va\s  wear  \nut  seat  bell  1  lVvM  Men  eiles  Hen/  nl  \urth  America.  Int  ,  Mnnlvale.  N  I  .  Member  nf  the  Daimler  Ben/  f.rnup 


Mercedes-Benz 


ooks 


THE  FIFTIES 

David  Halberstam 

Villard  Books-  800  pp  •  $27.50 


THEY  LIKED  IKE,  LOVED  LUCY, 
AND  LISTENED  TO  McCARTHY 


R 


eaders  of  David  Halberstam's  The 
Fifties  will  likely  fall  into  at  least 
.  two  groups:  younger  people  who 
think  of  that  remote  decade  as  a  subdivi- 
sion of  ancient  history,  and  my  genera- 
tion, for  whom  the  book  will  be  a  trip 
down  memory  lane.  Both  groups  will 
find  Halberstam's  vigorously  written, 
fact-filled  narrative  absorbing,  informa- 
tive, and  sometimes  troubling.  All  in  all, 
the  Fifties  did  not  display  the  U.  S.  in  its 
finest  light. 

In  the  years  since,  the  major  events 
and  personalities  of  the  Fifties  have 
been  extensively  exam- 
ined in  books,  articles, 
and  documentaries.  Hal- 
berstam has  pored  over 
these  secondary  sources, 
supplementing  them  with 
his  experiences  as  a  re- 
porter during  the  decade, 
as  well  as  with  recent  in- 
terviews, and  has  shaped 
a  fresh  account.  Inevita- 
bly, depending  on  one's 
age  and  history,  much  of 
what  he  discusses  will  be 
familiar.  But  there  is  so 
much  here  that  every 
reader  will  make  discov- 
eries. Moreover,  Halber- 
stam writes  vividly,  using 
colorful  details  and  lively 
anecdotes  to  move  his 


scribing  at  length  the  explosive  growth 
of  suburban  America  and  the  new,  auto- 
mobile-based market  of  young  families. 
Some  astute  businessmen  profited  from 
these  demographic  changes.  Halberstam 
traces  the  careers  of,  among  others,  Wil- 
liam Levitt,  builder  of  Levittown;  Kem- 
mons  Wilson,  who  created  the  Holiday 
Inn  motel  chain;  and  Ray  Kroc,  who 
made  McDonald's  hamburgers  part  of 
the  national  diet.  At  the  time,  most  peo- 
ple thought  of  this  as  progress. 

The  decade  also  had  its  dark  side. 
The  cold  war,  inherited  from  the  late 


upheaval,  and 


national  shame 
in  a  decade  of 
explosive  growth 


story  forward  and  offering  frequent  val- 
ue judgments.  Knowingly  or  not,  he  fol- 
lows Thomas  Carlyle's  observation  that 
history  is  the  essence  of  innumerable 
biographies:  He  builds  his  narrative 
around  incisive  word-portraits  of  dozens 
of  men  and  women  who  played  leading 
roles  in  the  decade's  tumultuous  events. 

His  book  reaffirms  the  ambivalent 
feeling  toward  the  Fifties  that  I  share 
with  many  friends.  They  were  years  of 
expanding  horizons  for  my  contempo- 
raries and  me— then  in  our  early  20s, 
fired  with  the  usual  hopes  and  dreams. 
After  sowing  a  regrettably  modest  crop 
of  wild  oats,  we  found  jobs  (not  hard 
in  those  boom  times),  got  married,  and 
had  children.  Some  of  us  moved  to  the 
suburbs,  where  we  bought  cars,  houses, 
and,  with  some  misgivings,  TV  sets  on 
which  to  watch  Milton  Berle  in  drag. 

Halberstam  captures  this  pervasive 
sense  of  upheaval  and  opportunity,  de- 


Forties,  was  stalemated  in  Europe  but 
heating  up  in  Asia.  Most  citizens  were 
half  convinced  the  U.  S.  and  the  Soviet 
Union  would  eventually  blow  each  other 
up— especially  after  both  developed  the 
H-bomb,  10  times  more  destructive  than 
the  bomb  dropped  on  Hiroshima. 

In  January,  1950,  President  Harry 
Truman  decided  to  push  ahead  with  the 
thermonuclear  bomb.  Halberstam  writes 
a  riveting  account  of  the  struggle  over 
its  development,  particularly  between 
physicists  J.  Robert  Oppenheimer  and 
Edward  Teller.  Atomic  Energy  Commis- 
sion Chairman  Lewis  Strauss,  allied  with 
FBI  Director  J.  Edgar  Hoover,  had  Op- 
penheimer, who  opposed  the  bomb,  de- 
clared a  security  risk  because  of  his  left- 
wing  ties.  It  was  poor  payment  for  his 
service  during  the  war,  when  he  led  the 
team  that  built  the  atomic  bomb.  Halber- 
stam calls  this  episode  "one  of  the  lowest 
moments  in  American  politics." 


Maybe,  but  it  had  many  rivals.  Seni 
tor  Joseph  McCarthy,  fueled  with  a  no: 
ious  mixture  of  facts,  rumors,  and  lk 
from  Hoover's  secret  files,  persuade 
many  Americans  the  U.  S.  was  riddle 
with  commie  traitors.  Ferreting  out  sul 
versives  became  a  national  obsessioi 
'  The  House  Un-American  Activities  Cor 
mittee  moved  into  high  gear,  and  blacl 
lists  began  circulating.  Halberstam  apt! 
terms  those  years  "a  mean  time." 

True,  there  were  bright  spots.  0 
May  17,  1954,  the  Supreme  Court  unai 
imously  struck  down  racial  segregatic 
in  public  schools.  One  bitter  fruit  of  th; 
decision,  though,  was  a  decade  of  ei 
trenched  resistance  in  the  South.  A  cot 
stitutional  crisis  erupted  in  Little  Roc 
three  years  later,  when  Arkansas  Go1 
ernor  Orval  Faubus  used  his  Nation; 
Guard  to  stop  nine  black  children  froi 
attending  a  previously  all-white  schoc 
By  this  time,  TV  cameras  were  on  har 
to  record  a  hate-filled  mob  screamin 
"Lynch  her!"  at  a  frigh 
ened  little  girl.  As  Ha 
berstam  says:  "The  who 
nation  and  soon  the  who 
world  could  watch  Ame 
ica  at  war  with  itself." 

It  was  not  the  Fiftie 
only  war.  At  the  start  < 
the  decade,  the  U.  S.  ha 
more  or  less  blundere 
into  a  costly,  ill-define 
"police  action,"  in  Tn 
man's  words,  in  Kore; 
With  TV  in  its  infancy, 
was  fought  largely  out  < 
sight  and  mind  of  mo: 
Americans.  A  few  yeai 
later,  the  government  d< 
cided  it  should  pick  u 
the  colonial  burden  th 
French  were  all  too  wil 


ing  to  lay  down  in  Indochina,  and  th 
U.  S.  began  its  march  toward  the  qua^ 
mire  of  Vietnam. 

In  195-'},  the  U.  S.  introduced  a  colorfi 
new  type  of  foreign  policy  initiative:  th 
CIA-run  covert  operation  to  overthro1 
foreign  governments.  Secretary  of  Slat 
John  Foster  Dulles  and  his  brother,  A 
len,  who  ran  the  CIA,  were  particular! 
fond  of  such  enterprises,  not  least  b< 
cause  they  were  relatively  cheap.  Sad  t 
say,  President  Dwight  Eisenhower  r< 
luctantly  supported  them.  Their  fir; 
target  was  the  erratic  Prime  Minister  < 
Iran,  Mohammed  Mossadegh,  who  ha 
nationalized  the  British  oil  compan 
there.  Young  Kermit  Roosevelt,  TR 
grandson,  who  Halberstam  says  inspire 
Graham  Greene's  The  Quiet  America! 
led  an  operation  that  removed  Moss; 
degh  from  office  and  converted  Iran,  ui 
der  the  pliant  Shah,  into  a  U.  S.  client 

Delighted,  the  Dulles  brothers  focuse 
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what  they  saw  as  a  problem  closer  to 
me:  Guatemala.  Not  even  the  com- 
mists  could  have  invented  a  better 
)del  of  an  impoverished  banana  re- 
blic  But  in  mid-1954,  its  leftist  Presi- 
nt,  Jacobo  Arbenz,  made  the  mistake 

expropriating  some  land  owned  by 
lited  Fruit  Co.  So  the  CIA  got  him  to 
sign— largely,  as  Halberstam  tells  it, 

broadcasting  false  warnings  that  a 
be]  army  was  marching  on  the  capital, 
'elyn  Waugh,  meet  the  CIA. 
Government  and  politics  are  Hall  tr- 
im's strong  suits.  He  does  less  well  on 
3  social  front,  where  he  presents  var- 
is  icons  of  popular  culture  as  emblems 

momentous  change.  Elvis  Presley's 
isic  "symbolized  the  coming  together 

black  and  white  cultures  into  the 
unstream."  Marlon  Brando  and  Ten- 
ssee  Williams  "reflected  a  new  and 
>re  tolerant  order,"  as  did  Grace  Met- 
ous,  who  wrote  Peyton  Place,  and 
lgh  Hefner,  founder  of  Playboy.  Here 
ilberstam  seems  to  sense  earthquakes 
len  others  would  feel  only  tremors. 
;  also  traces  the  careers  of  feminist 
tty  Friedan  and  women's-rights  pio- 
er  Margaret  Sanger,  a  driving  force  in 
3  development  of  the  Pill. 
More  significant,  the  Fifties  saw  the 
owing  impact  of  television,  as  explo- 
re  in  its  way  as  the  H-bomb.  As  Hal- 
rstam  makes  clear,  TV  transformed 
tertainment,  advertising,  and  politics— 
gely  by  making  them  harder  to  tell 
art.  Advertising  genius  Rosser  Reeves 
nvinced  politicians  that  short,  punchy 

spots  could  sell  candidates  far  more 
actively  than  long,  boring  speeches 
out  issues.  Image  began  to  triumph 
er  substance,  and,  at  least  sometimes, 
er  the  common  sense  of  voters. 
TV  s  grip  on  the  nation  became  clear 
im  one  of  the  era's  seedier  episodes, 
i  Nov.  2,  1959,  Charles  Van  Doren,  a 
ung  teacher,  confessed  to  a  congres- 
inal  committee  that  the  quiz  show 
jenty-One,  which  had  made  him  one 

television's  first  instant  celebrities, 
is  rigged  in  every  detail.  The  show's 
odueers  vainly  argued  that  they  were 
ly  trying  to  make  it  more  entertain- 
but  millions  of  viewers  expressed 
trage  that  their  trust  had  been  be- 
tyed.  Today,  after  more  than  40  years 

television,  would  anybody  even  be 
rprised? 

So,  the  decade  ended  with  a  whimper. 
f  friends  and  I  were  glad  to  see  it 
,  and  with  it,  the  generation  that  had 
en  running  things.  We  wanted  change 
d  pinned  our  hopes  on  John  F.  Kenne- 
,  the  appealing  young  senator  from 
issachusetts  who  was  set  to  run  for 
esident.  Vain  hopes,  vain  regrets.  But 
at's  another  decade,  another  story. 

BY  JACK  PATTERSON 
Uerson,  now  retired,  joined  the  staff 
BUSINESS  WEEK  in  1955. 


"It'll  be  ready  Tuesday. 


There  are  many  situations  in  life  which  call  for  patience.  And  prudent 
investors  know  that  in  making  wise  investment  decisions,  patience  is  a  key 
ingredient. 

The  Berger  100  Fund  for  long-term  growth  and  the  Berger  101  Fund 
for  growth  and  income  have  both  achieved  impressive  records  for  over 
18  years  and  are  worth  consideration  for  your  portfolio.  For  the  invest- 
ment philosophy  behind  these  funds,  please  call  for  a  prospectus  and 
study  it  carefully  before  investing. 

The  Berger  Funds  •  (800)  333-1001 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


'I'm  a  vice  president  because  I  sold  22.000  gizmos 
this  year.  Hmo'd  you  become  a  o  p.  ?' 


'I  made  a  great  ileal  on  the  200,000 
gizmos  you  didn  't  sell  last  year. " 


Excess  inventory  today. ..student  opportunity  tomorrow 


cs 
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"When  I  joined  Akzo  Coatings  Italy,  I  asked  for  carta 
bianca  -  a  free  hand  -  to  make  a  radical  change.  To  stop 
selling  paints  and  start  selling  paint  systems.  And 
to  talk  directly  to  the  painter  and  the  architect.  That 


strategy  paid  off.  We  became  highly  successful  and 
ket  leader  in  decorative  paints.  But  our  proud* 
achievement  has  a  cultural  aspect:  our  technology 
paints  helped  restore  the  old  center  of  Turin  to  its  c 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  prod 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  01 
Akzo  America  Inc.,  Corp.  Comm.  Dept./R5,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


;ndor.  And  now  we're  dealing  with  ancient  Rome, 
technology  guarantees  my  customers  and  me 
st  consistent  quality  in  the  industry.  That,  and 
ta  bianca,  helps  me  create  the  right  chemistry." 


iconomic  Viewpoint 


THE  UNBEARABLE 
COSTS  OF  CLINTONOMICS 


BY  PAUL  CRAIG  ROBERTS 


VA 

The  ideologues  in 
the  Clinton 
Administration 
associate 
government  with 
morality.  That 
will  wreck  the 
U.S.  economy 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


When  Senator  Herb  Kohl  (D-Wis.)  ex- 
pressed concerns  about  the  political 
implications  of  the  Clinton  Admin- 
istration's cavalier  attitude  toward  the  tax- 
payer, Hillary  Rodham  Clinton  replied  that 
social  needs  had  to  be  met  and  that  the  tax 
question  was  one  of  morality,  not  politics. 
That's  putting  a  fine  gloss  on  the  plunder  that 
is  in  store  for  U.  S.  taxpayers. 

Never  before  in  history  has  such  an  ex- 
traordinary array  of  new  taxes  been  planned 
for  the  American  people.  There  are  higher 
tax  rates  on  personal,  corporate,  and  Social  Se- 
curity income,  a  comprehensive  energy  tax 
that  we  will  pay  every  time  we  use  energy  or 
purchase  a  good  or  service,  a  massive  addition 
to  the  payroll  tax,  and  an  increase  in  the  mar- 
riage penalty.  These  taxes  would  have  a  dev- 
astating impact  on  incentives,  disposable  in- 
come, employment,  and  families.  Yet  little 
attention  has  been  paid  to  the  economic  and 
social  effects  of  this  punitive  tax  package. 
missing  screams.  Instead,  President  Clinton 
and  his  henchmen,  such  as  the  reprieved  sus- 
pect in  the  House  Post  Office  scandal,  Ways  & 
Means  Chairman  Dan  Rostenkowski  (D-I1L), 
are  preoccupied  with  the  mechanics  of  passing 
the  tax  bill.  Rosty  has  plied  50  large  corpora- 
tions with  tax  concessions  and  enlisted  them 
as  cheerleaders  for  a  tax  package  that  will 
wreck  the  U.  S.  economy.  Clinton  has  promised 
that  he  will  put  the  several  hundred  billion 
dollars  siphoned  out  of  aggregate  demand  into 
a  "deficit-reduction  trust  fund." 

This  powerful  deflationary  imagery  of  the 
Treasury  draining  the  economy  of  purchasing 
power  while  it  sinks  into  recession  would,  in 
times  past,  have  brought  screaming  protests 
from  liberal  economists.  How,  they  would  have 
demanded  to  know,  could  such  large  sums  be 
drained  from  consumer  spending,  personal 
savings,  and  corporate  revenues  and  still  have 
the  same  quantity  of  goods  and  services  sold, 
people  employed,  and  business  investmenl? 

When  puzzled  reporters  ask  this  question, 
Administration  spokespersons  respond  with 
denial  of  reality.  On  Meet  the  Press  recently, 
Treasury  Secretary  Lloyd  Bentsen  implied 
that  the  tooth  fairy  was  going  to  pay  the  tax 
when  he  claimed  that  the  tax  plan  is  designed 
to  "reduce  the  deficit  substantially"  without 
costing  taxpayers  anything:  "The  first  year,  for 
example,  it's  going  to  cost  the  average  family 
making  $40,000  a  year  $1  a  month." 

Clintonomics  is  a  textbook  example  of  eco- 
nomic mismanagement.  The  proposal  to  fund  a 
federal  health-care  plan  with  a  payroll  tax  in 
lieu  of  employer-paid  insurance  premiums 
would  approximately  double  the  employment 
tax  and  raise  the  marginal  tax  rate  on  much  of 


the  middle  class  to  60%  or  65%  (combinei 
state  and  federal  income  and  payroll  taxes] 
People  who  only  get  to  keep  $3.50  or  $4  c 
every  additional  $10  earned  are  unlikely  t 
be  well-motivated  or  big  savers. 

The  energy  tax  is  a  double  whammy.  I 
will  raise  costs  and  prices  while  draining  cor 
sumers  of  disposable  income.  Moreover,  th 
energy  tax  enters  directly  into  the  inflatio: 
rate,  and  the  plan  to  phase  the  tax  in  ove 
four  years  means  four  annual  boosts  in  th 
price  level— which  will  set  off  alarm  bells  a 
the  Federal  Reserve.  It  is  absurd  to  promis 
lower  interest  rates  from  a  tax  that  is  going  t 
drive  up  prices. 

The  increase  in  personal,  corporate,  and  S( 
cial  Security  income  taxes  will  dramatical! 
reduce  aftertax  earnings  from  savings  and  ir 
vestments.  Today's  low  interest  rates  cannc 
fall  enough  to  cut  investment  costs  as  much  a 
the  higher  taxes  reduce  investment  income. 

The  plan  to  tax  80%  of  Social  Security  ber 
efits  for  single/married  retirement  incom 
above  $25,000/$32,000  will  cause  people  ai 
proaching  these  thresholds  to  reduce  their  n 
tirement  savings  in  order  to  avoid  the  ta? 
What's  the  point  of  saving  if  the  reward  i 
higher  taxation  on  retirement  income? 

Whether  viewed  from  the  demand  side  o 
the  supply  side,  the  Clinton  tax  plan  is  a  deat 
blow  to  economic  activity.  The  biggest  gin 
mick  in  Clinton's  plan  is  not  his  "deficit-redu< 
tion  trust  fund"  (which,  like  the  Social  Securit 
trust  fund,  will  contain  nothing  but  goverr 
ment  ious),  but  his  assumption  that  these  ta? 
es  won't  hurt  the  economy. 
burdens.  Clinton's  tax  hike  will  generate  ver 
few,  if  any,  revenues.  The  plan's  main  effec 
will  be  to  shrink  the  private  sector  relative  t 
the  government  sector.  Government  and  it 
deficit  will  become  greater  burdens  as  a  shri\ 
eled  private  economy  labors  under  stark  disir 
centives  and  diminished  demand. 

With  Europe  and  Japan  in  recession,  Clir 
tonomics  is  a  prescription  for  rising  unen 
ployment  that  will  generate  more  protection^ 
pressures.  As  economic  frictions  rise  betwee 
the  industrial  democracies,  foreign  policy  coh( 
sion  will  further  unravel.  The  diplomatic  cost 
alone  of  the  tax  increase  are  unbearable. 

The  ideologues  in  the  Clinton  Administrt 
tion  associate  government  with  morality  an 
are  determined  to  have  more  of  it.  Sweden' 
Ian  Wachtmeister,  who  heads  the  New  Di 
mocracy  Party,  says  the  20th  century's  exper 
ence  with  big  government  has  been  lost  on  th 
Clintonistas:  "We  are  moving  away  from  th 
welfare  state.  On  your  side,  you  are  movin, 
into  it,  and  you  risk  destroying  your  cour' 
try."  And  the  world  economy. 
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People  retire.  Risk  doesn't- 


Your  retirement  —  and  those  of  the 
people  who  work  for  you  —  are  at  risk  from 
the  day  you  draw  your  first  paycheck. 

Pension  plans  are  hard-pressed  to 
deliver  what  they  promise.  401k's  stmggle  to 
make  up  the  difference. 

Add  in  factors  like  people  living 
longer,  changing  jobs  more  often,  and  retir- 
ing earlier.  It's  clear  that  the  once-smooth 
road  to  retirement  is  now  paved  with  risk. 

It's  this  risk  that  Bankers  Trust 


Retirement  Services  can  help  you  and  your 
company  manage.  With  risk  analysis, 
employee  education,  mutual  funds.  And 
unique  risk-managed  investment  products 
that  provide  a  safety  net  for  plan  sponsors 
and  participants  alike. 

To  learn  more,  call  Rich  Marin, 
(212)  454-1613. 

The  risks  to  retirement  are  many. 
But  with  our  help,  they  won't  cut  your  legs 
out  from  underneath  you. 


0  Bankers  Trust  Retirement  Services 


Microsoft  is  com- 
mitted to  pro- 
viding the  fastest, 
most  reliable 
technical  support 
in  the  industry. 


EVER  WONDER  WHAT  HAPPENED  TO 
THAT  RRAINY  KID  WITH  ALL  THE 
RIGHT  ANSWERS?  WE  HIRED  HER. 


In  fact,  we've  hired  1500  other 
smart  people  just  like  her. 

Why?  So  you  can  have  access  to 
the  very  best  technical  support 
in  the  industry. 

So  whenever  you  call  us  with  a 
question,  you'll  get  the  right  an- 
swer, right  away. 

And  so  you  can  get  your  job 
done  easier.  Faster.  Better.  Whether 
you're  discovering  the  magic  of 
spreadsheet  formulas  for  the  first 
time.  Or  you're  just  looking  for 
the  smoothest,  simplest  way  to  zip 
around  the  Microsoft  Windows" 
operating  system. 

The  way  we  see  it,  as  people  ex- 
plore the  limits  of  today's  more 
powerful  products,  the  job  of  pro- 
viding support  becomes  critical. 

So  at  Microsoft,  we  re  doing  the 
most  we  can  to  help. 

It's  like  having  1500  good 
friends  in  the  software  business.  Or 
like  you're  sitting  conveniently 
close  to  the  smartest  kids  in  class. 
And  you  get  to  copy  their  notes. 


Making  it  easier 


©  m)  Microsoft  Corp.  All  rights  reserved.  Printed  in  the  USA.  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corp. 


BY  GENE  KORETZ 

COOLING  U.S.  INFLATION 
FEARS  WITH  A  BLAST 
FROM  THE  GARDEN  HOSE 


Judging  by  the  action  in  the  financial 
markets,  inflationary  fears  are  on  the 
upswing  again,  bolstered  by  some  re- 
cent bad  price  numbers,  rising  investor 
interest  in  gold,  and  a  pickup  in  the 
money  supply.  Yet  new  declines  in  such 
key  variables  as  real  wages  and  industri- 
al commodity  prices  strongly  suggest 
that  such  fears  are  excessive. 

One  development  that  supports  a  sub- 
dued inflation  outlook,  says  economist 
Edward  E.  Yardeni  of  C.  J.  Lawrence 
Inc..  is  the  behavior  of  existing  home 


HOME-PRICE  INFLATION 
HAS  FALLEN  SHARPLY 


CHANGE  IN  MEDIAN  PRICE 
OF  EXISTING  HOMES 


0   i  i  i  i  i 
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▲  PERCENT  CHANGE  OVER  PAST  12  MONTHS, 
THREE-MONTH  MOVING  AVERAGE 

DAK  NATIONAL  ASSOCIATION  Of  REALTORS,  CJ.  LAWRENCE  INC. 


prices.  "Such  prices,"  he  observes,  "have 
an  important  impact  on  consumer  per- 
ceptions and  behavior." 

Home  prices  were  strong  in  the  high- 
growth  years  of  the  mid-to-late  1980s, 
turned  negative  after  the  recession  hit  in 
1990,  and  surged  higher  as  housing 
starts  paced  the  economic  recovery  in 
199L  But  since  early  last  year,  they  have 
lost  considerable  steam,  and  at  last 
count  they  were  running  a  mere  1% 
over  their  year-earlier  level  I  chart  I. 

Because  owner-occupied  housing  is 
the  main  asset  of  the  middle  class,  notes 
Yardeni.  home  prices  have  a  strong  ef- 
fect on  consumers'  willingness  to  spend. 
In  the  1970s  and  the  mid-1980s,  surging 
home  prices  inspired  many  consumers 
to  take  on  debt  and  spend  with  abandon. 
But  today's  homeowners  are  becoming 
increasingly  aware  that  the  value  of 
their  homes  is  failing  to  keep  pace  with 
inflation.  As  a  result,  "they  are  spending 
less,  and  when  they  do  spend,  they  are 
more  conscious  of  prices." 

Weak  home  prices  also  promise  to 


exert  direct  downwt 
consumer  price  index 
or  so,  claims  econom 
First  National  Ban 
notes  that  changing 
fleeted  in  the  CPI  by 
lent  rent"  componer 
counts  for  some  20% 

Owner  equivalent  rent  is  based  large- 
ly on  surveys  of  homeowners  regarding 
the  rents  their  homes  would  command  if 
they  were  rented  out.  A  major  factor  in 
homeowners'  perceptions  of  rental  rates, 
says  Swonk,  seems  to  be  the  value  of 
their  homes,  and  these  perceptions  tend 
to  lag  behind  actual  shifts  in  home  val- 
ues by  about  a  year.  While  growth  in 
median  home  prices  peaked  in  1989,  for 
example,  the  owner  equivalent  rent  com- 
ponent hit  its  high  in  1990. 

Similarly,  after  home  prices  slumped 
in  1990,  the  equivalent  rent  measure  fol- 
lowed suit  in  1991,  and,  aside  from  one 
uptick,  has  been  trending  even  lower 
this  year.  With  home  prices  still  weak, 
Swonk  says  this  key  component  will  re- 
strain the  CPI  for  some  time  to  come. 


AN  IRA  PLAN 
THAT  COULD  REEL  IN 
THE  BIG  FISH 


Here's  a  dilemma.  Recent  research 
by  Douglas  Bernheim  of  Princeton 
University  and  John  Scholz  of  the  Uni- 
versity of  Wisconsin  finds  that  college- 
educated  Americans  are  far  more  re- 
sponsive than  high  school  graduates  to 
individual  retirement  accounts  and  other 
savings-targeted  tax  incentives.  Yet  col- 
lege grads  also  tend  to  enjoy  consider- 
ably higher  incomes  and  are  thus  far 
more  likely  to  garner  tax  deductions  for 
money  they  would  have  saved  anyhow. 
Partly  for  this  reason,  current  law  allows 
no  tax  deductions  at  all  for  contribu- 
tions to  iras  made  by  relatively  affluent 
taxpayers,  such  as  couples  with  adjusted 
gross  income  exceeding  S50.000. 

Is  there  a  way  to  capitalize  on  the 
responsiveness  of  the  college-educated 
to  IRAs  while  limiting  their  ability  simply 
to  shift  current  savings  into  such  ac- 
counts? In  a  recent  National  Bureau  of 
Economic  Research  study,  Bernheim  and 
Scholz  offer  a  proposal  to  do  just  that. 

Under  their  scheme,  couples  with 
moderate  incomes  up  to  $34,000  could 
still  put  as  much  as  $4,000  into  IRAs,  as 
they  do  now.  But  higher-income  house- 
holds would  have  to  save  a  minimum 
amount  on  a  nondeductible  basis  before 
they  became  eligible  for  the  tax  benefit. 
If  a  couple  with  an  income  of  $80,000 
made  a  "floor"  contribution  of  $8,000  to 
an  IRA,  for  example,  they  could  obtain  a 
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. .  - .  — — .*w*m  ^  jvjj  vyi  tax  rev< 
nues.  At  the  same  time,  it  would  vast! 
increase  savings  by  adding  over  a  millio 
savings-prone  households  to  the  grou 
currently  eligible  for  iras. 


EUROPE  IS  RESTRICTING 

ITS  MONEY 

— AND  ITS  RECOVERY 


Signs  that  recovery  is  faltering  i 
Britain  and  recessionary  force 
strengthening  in  Germany,  France,  an 
Spain  do  not  bode  well  for  Europe' 
near-term  economic  outlook.  Whs 
makes  prospects  even  more  dismal  i 
the  fact  that  most  European  countrie 
are  pursuing  contractionary  macroecx 
nomic  policies. 

On  the  monetary  side,  economist  Wi 
liam  P.  Sterling  of  Merrill  Lynch  &  C< 
points  out  that  real  short-term  intere* 
rates  in  many  European  countries  r< 
main  relatively  high— despite  recent  rat 
declines— as  recessionary  forces  hav 
quelled  inflation.  Current  inflation-ac 
justed  short-term  rates  range  froi 
about  3%  in  Germany  and  Britain  to  5' 
in  France  and  6%  in  Italy  and  Spain. 

Meanwhile,  economists  at  Oxfor 
Forecasting  Ltd.  estimate  that  currer 
fiscal  tightening  could  subtract  nearly 
percentage  point  from  gross  domesti 
product  this  year  in  Western  Europe  a 
a  whole  and  double  that  in  countrie 
such  as  Italy  and  Sweden.  If  Europea 
nations  continue  to  try  to  meet  the  fisa 
criteria  for  European  monetary  unioi 
warns  the  consulting  firm,  fiscal  polic 
may  stay  relatively  tight  through  1994 


GRIMMER  JOB-LOSS 
NUMBERS  FOR  AMERICA'! 
DEFENSE  INDUSTRY 


■  f  you  think  defense  cutbacks  hav 

■  hurt  employment,  you  haven't  see 
anything  yet.  According  to  a  new  Labc 
Dept.  study,  although  some  900,000  dc 
fense-related  jobs  vanished  from  198 
through  last  year,  the  loss  will  come  t 
an  additional  1.9  million  by  1997— wit 
the  private  sector  accounting  for  1.2  mi 
lion.  And  that's  only  jobs  directly  a: 
fected  by  defense  spending.  With  mult 
plier  effects,  private  experts  estimat 
the  coming  carnage  could  top  5  million 
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business  Outloo 


ME  7,  1993 


BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


VILL  THE  BOND  MARKET  AND  THE  FED 
IESERT  CLINTON? 


JOBS  AND  TAXES 
CLOUD  THE  FUTURE 


^'EXPECTATIONS^ 
CONSUMER  CONFIDENCE 


PRESENT  SITUATION 


_i  i  i  i  i  i_i  i_ 


MAY/92 
INDEXES:  1935=100 

DATA:  CONFERENCE  BOARD 
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President  Clinton  strode  into  1993  with  big  econom- 
ic plans  and  two  key  allies:  falling  long-term  inter- 
est rates  and  a  friendly  Federal  Reserve.  Now, 
e  bond  market,  thoroughly  disillusioned,  has  pushed 
rig  rates  back  up.  And  the  Fed  appears  to  be  holding  a 
eked  pistol,  ready  to  fire  off  a  hike  in  short-term  rates 
the  slightest  provocation  from  the  price  indexes. 
It's  a  combination  guaranteed  to  make  the  White  House 
udder.  The  Administration  needs  low  interest  rates  to 
fset  the  fiscal  drag  from  its  proposed  deficit  reduction, 
fherwise,  it  risks  a  sour  economy— or  even  recession— in 
94,  when  the  raft,  of  new  taxes  needed  to  pay  for  its  ec- 
lomic  program  starts  to  kick  in. 

Little  wonder  then  that  con- 
sumers continue  to  lose  faith  in 
the  future  (chart).  That  probably 
reflects  the  fear  that  higher  tax- 
es will  rob  income  in  an  unset- 
tled job  climate.  And  the  uncer- 
tainty over  the  future  of  the 
Administration's  budget  propo- 
sals has  put  business  in  a  bind. 
For  example,  durable-goods  or- 
ders were  flat  in  April,  suggest- 
ing some  hesitancy  at  ordering 
g-ticket  items,  although  retailers'  efforts  to  work  down 
ventories  is  also  holding  back  factory  demand. 
The  situation,  however,  is  not  as  bad  as  it  looks.  House- 
)lds  may  say  they  are  downbeat,  but  sales  of  cars  and 
>mes  are  holding  up.  The  bond  market's  worries  about 
flation  are  exaggerated,  as  are  its  fears  that  Clinton's 
idget  package  is  about  to  explode.  And  finally,  it  seems 
ghly  unlikely  that  the  Fed  is  about  to  embark  on  a 
ajor  campaign  to  tighten  monetary  policy. 

ALL  EYES  To  be  sure,  the  Fed  cannot  ignore  recent 
WILL  BE  signs  of  faster  inflation,  if  only  to  maintain 
ON  THE  its  credibility  in  the  financial  markets.  In- 
MAY  CPI  deed,  following  a  recent  report  in  the 
isiness  press,  speculation  is  rife  that  the  led  shitted  its 
)licy  predisposition  at  its  May  18  meeting  to  one  of 
^htening  from  that  of  steady-as-she-goes. 
The  central  bank  has  not  issued  such  a  directive  in 
ur  years.  It  usually  gives  Fed  Chairman  Alan  (Ireenspan 
ie  authority  to  hike  the  federal  funds  rate  by  as  much  as 
df  a  percentage  point,  if  warranted.  But  the  economic 
ndamentals  argue  overwhelmingly  that  the  recently  un- 
ily  price  indexes  will  settle  down. 
Nevertheless,  all  eyes  will  be  on  the  May  consumer 


MONEY  REBOUNDS, 
BUT  REMAINS  WEAK 
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price  index,  due  out  on  June  15.  A  gain  of  0.2%— a  2.4% 
annual  rate— or  less  would  clearly  mean  no  tightening.  But 
a  rise  of  0.4%— a  4.9%  annual  rate— would  cause  the  Fed  to 
pull  the  trigger.  A  0.3%  increase  is  the  tricky  call.  Regard- 
less of  the  number,  the  breakout  between  the  total  and 
the  core  indexes  will  sway  any  policy  decision. 

One  thing  that  will  not  influ- 
ence Fed  policy  is  the  recent 
surge  in  the  money  supply.  The 
broad  M2  measure  jumped  by 
$20.1  billion  in  the  week  ended 
May  10,  after  a  $13.2  billion 
surge.  The  two-week  gain  was 
the  second-largest  on  record. 

The  ups  and  downs  in  M2 
have  more  to  do  with  this  year's 
anomalies  in  the  flow  of  tax  pay- 
ments and  refunds  than  with  fun- 
damental factors.  Despite  the  surge,  M2  remains  below 
the  Fed's  growth  targets  (chart),  as  people  shift  funds  out 
of  small-time  deposits,  which  are  part  of  M2,  and  into 
stock  and  bond  funds,  which  are  not.  Because  of  these  dis- 
tortions, the  Fed  says  that  it  largely  ignores  M2's  gyra- 
tions in  the  formulation  of  policy. 

A  MURKY  As  for  long-term  interest  rates,  the  bond 
OUI LOOK  IS  market  is  worried  that  inflation  is  about 
SPOOKING  to  flare  up  and  that  Clinton's  lack  of  polit- 
CONSUMERS  jcai  savvy  will  kill  chances  for  deficit  re- 
duction. The  rate  on  30-year  Treasury  bonds  now  stands 
at  about  7%,  up  from  a  low  of  6.73%  four  weeks  earlier. 
By  the  Administration's  own  measure,  that  robs  the  econ- 
omy of  almost  S:jO  billion  worth  of  stimulus. 

New  White  House  efforts  at  compromise,  however,  es- 
pecially with  members  of  its  own  party,  are  increasing  the 
chances  for  a  deficit-reduction  package.  Moreover,  the 
eventtial  budget  mix  could  be  slanted  more  toward  spend- 
ing cuts  and  less  toward  tax  hikes— more  to  the  bond 
market's  liking.  A  final  budget  plan  will  remove  the  uncer- 
tainty now  plaguing  business,  and  it  will  shore  up  house- 
holds' flagging  faith  in  the  future. 

Indeed,  the  month  of  May  was  anything  but  merry 
for  consumers.  The  Conference  Board's  index  of  consumer 
confidence  slid  more  than  six  points,  to  01.5.  The  big 
tumble  came  in  expectations  for  the  future,  which  fell 
to  72.2  from  April's  81.1.  The  prospect  of  paying  more  tax- 
es—whether to  fund  deficit  reduction  or  health  care— is 
cutting  into  expected  income  growth. 

Confidence  has  been  sliding  since  December,  but  this 
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UNFILLED  ORDERS 
LOOK  TROUBLING 


may  reflect  declining  trust  in  Clinton  rather  than  in  the 
economy.  Indeed,  sales  of  U.  S.-made  cars  rose  to  an  annu- 
al rate  of  7.4  million  in  mid-May,  the  highest  10-day  pace 
this  year.  The  housing  market  also  remains  on  solid 
ground.  Sales  of  existing  homes  increased  by  2.7%  in 
April,  to  an  annual  rate  of  3.46  million. 

|  Certainly,  jobs  remain  upper- 
most in  the  minds  of  consumers. 
The  lackluster  April  employment 
report,  released  in  early  May, 
probably  heightened  worries 
about  the  economy's  footing.  The 
Conference  Board  reported  that 
only  13%  of  those  asked  in  May 
think  there  will  be  more  jobs  by 
yearend.  That's  the  lowest  read- 
ing on  future  hiring  in  more 
than  a  year. 


▲  BILLIONS  OF  DOOMS 

DATA  COMMERCE  DEFT 


But  even  here,  perceptions  may  be  worse  than  reality. 
A  survey  by  Manpower  Inc.  suggests  that  hiring  will 
pick  up  in  the  third  quarter,  although  job  growth  in  the 
West  remains  weak.  And  a  Dun  &  Bradstreet  Corp.  sur- 
vey of  5,000  businesses  projects  a  gain  of  2  million  jobs 
this  year,  with  most  coming  in  the  second  half. 

D&B  says,  however,  that  corporations  with  more  than 
25,000  workers  plan,  on  average,  to  cut  payrolls.  Since  lay- 
off announcements  by  large  companies  generate  head- 
lines, the  notion  that  hiring  is  weak  may  persist  into 
next  year,  even  as  small  concerns  expand  their  payrolls. 

Businesses  may  be  reluctant  to  hire  because  the  uncer- 
tainty of  Washington  policy  makes  the  future  so  vague. 
That  incertitude  is  probably  hampering  other  decisions  as 
well.  Demand  for  big-ticket  items  is  suffering.  Durable- 
goods  orders  were  unchanged  in  April,  after  a  3.4%  de- 
cline in  March.  As  a  result,  unfilled  orders  fell  by  0.6%,  to 
their  lowest  level  in  4K>  years  (chart). 

New  orders  had  soared  in  December,  as  corporations 
anticipated  Clinton's  proposed  investment  tax  credit,  now 


all  but  dead.  Once  burned,  these  companies  will  likely  wai 
for  the  final  budget  details  before  ordering  more  capita 
goods.  When  the  budget  squabble  is  finished,  perhapi 
by  August,  the  drag  on  the  economy  will  ease. 


THE  BUDGET 
GAP  WILL 
WIDEN  THIS 
SUMMER 


ANOTHER  RECORD 
FLOOD  OF  RED  INK 


Ironicallv,  Washington's  attention  to  defj 
cits  in  future  years  masks  the  improve 
ment  in  fiscal  1993  finances.  Througl 
April,  the  1993  deficit  is  running  S10  bi] 
lion  below  its  total  for  the  first  seven  months  of  1992.  1 
Rising  tax  receipts  and  a  slowdown  in  outlays  arj 
stanching  the  red  ink.  Receipts  in  the  first  seven  month 
are  up  by  4.4%  from  a  year  ago.  Corporate  tax  payment 
have  ballooned  by  16.2%,  thanks  to  the  rebound  in  busi 
ness  profits.  Outlays,  meanwhile,  are  up  just  2.1%  frori 
1992.  Low  rates  have  cut  interest  payments  by  1.6%  thi 
year,  and  defense  spending  has  also  declined. 

Unfortunately,  though,  the  im- 
provement won't  continue. 
Congress'  refusal  to  fund  the 
Resolution  Trust  Corp.  has  re- 
duced outlays  by  S12.5  billion 
since  October.  Now,  Congress  is 
moving  to  approve  more  money 
for  the  thrift  bailout.  Those  extra 
funds  mean  the  1993  deficit  could 
very  well  total  a  shade  over  $300 
billion.  While  that  figure  will  still 
eclipse  last  year's  record  of 
S292.2  billion  (chart),  it  will  come  in  less  than  the  Whit 
House's  projection  of  a  S310  billion  shortfall. 

So  far,  the  Clinton  Administration's  Keystone-Kop  ap 
proach  to  economic  policy  has  alienated  the  financial  mar 
kets  and  the  voters  who  elected  him.  But  Clinton's  touchj 
feely,  conciliatory  brand  of  politics  may  yet  work,  shorinj 
up  support  for  the  President.  And  as  long  as  inflatioi 
slows  down  again,  the  Fed  will  remain  one  of  the  most  im 
portant  Friends  of  Bill  in  Washington. 
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CONSTRUCTION  SPENDING  

Tuesday,  June  1,  8:30  cum. 
Construction   spending  probably  in- 
creased by  1%  in  April,  bouncing  back 
after  a  0.8%  drop  in  storm-beset  March. 

NAPM  SURVEY  

Tuesday,  June  1,  10  cum. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activity 
likely  rose  to  50.5%  in  May,  up  from 
49.7%  in  April.  The  gain  would  indicate 
that  the  factory  sector  is  growing  again. 

PERSONAL  INCOME  

Tuesday,  June  1,  10  a.  m. 

Personal  income  probably  edged  up  just 

0.2%  in  April,  say  economists  surveyed 


by  McGraw-Hill  Inc.'s  MMS  International. 
Income  was  up  by  0.6%  in  March,  lifted 
by  farm  subsidies.  Consumer  spending 
likely  rose  a  stronger  0.8%  in  April,  af- 
ter slipping  0.2%  in  March. 

LEADING  INDICATORS  

Wednesday,  June  2,  8:30  cum. 
The  government's  composite  index  of 
leading  indicators  probably  rose  0.5%  in 
April,  the  MMS  economists  project.  In 
March,  the  index  dropped  a  sharp  1%. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  June  2,  10  cum. 
New  houses  likelv  sold  at  an  annual  rate 
of  650,000  in  April,  up  from  637,000  in 
March.  Low  mortgage  rates  and  better 
labor  markets  are  keeping  the  housing 


rebound  going.  The  expected  April  sale 
number  would  be  the  best  this  year. 

EMPLOYMENT  

Friday,  June  A,  8:30  a.m. 
The  median  MMS  forecast  calls  for  i 
125.000  rise  in  nonfarm  payrolls  in  Maj 
just  a  bit  better  than  the  119,000  job 
created  in  April.  The  range  of  forecasts 
however,  is  slanted  toward  a  larger  Ma; 
increase.  Even  the  lowest  projection  i 
for  a  95,000  gain.  May's  unemploymen 
rate  is  expected  to  remain  at  7%. 

FACTORY  INVENTORIES  

Friday,  June  4,  10  a.m. 
Manufacturers'  inventories  probably  ros 
by  0.2%  in  April,  the  same  small  gain  a 
in  March. 
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A  big  leap  for 
low-priced  laser  printers. 


MB**" 


'our  time  has  come.  Now  you  can  make 
he  leap  to  laser  printing  for  just  $849. 
ntroducing  the  new  HP  LaserJet  4L 
irinter. 

my  way  you  look  at  it,  me  LaserJet  4L 
;oes  way  beyond  the  competition.  With 
'xceptional  print-quality  Outstanding 
eatures  like  26  scalable  typefaces.  And 
i  full  megabyte  of  memory,  twice  as 
tiuch  as  most  laser  printers.  In  fact,  HP's 
evolutionary  Memory  Enhancement 
echnology  makes  our  one  megabyte 
)erform  like  two. 

)ur  printer's  one-button  control  panel 


3& 


couldn't  be  simpler  to  use.  The  on- 
screen software  makes  it  easy  to 
manage  many  printer  functions  from 
your  PC.  And  if  you  ever  need  help, 
HP  support  is  just  a  phone  call  away. 

The  value  of  the  HP  LaserJet  4L  does 
not  stop  with  just  the  price.  Our  unique 
Economode  feature  will  save  you  toner. 
The  new  power-saving  design  saves 
electricity.  Four-page-per-minute  speed 
saves  time.  And  built-in  HP  reliability 
saves  you  trouble  down  the  road. 


authorized  HP  dealer  or  look  in  the 
Computers— Dealers  section  of  your 
Yellow  Pages.  It  could  help  your 
business  take  off. 

If  it  isn't  a  LaserJet, 
it's  only  a  laser  printer. 


HEWLETT 
PACKARD 


To  see  our  new  printer 
in  action,  drop  by  any 


Ihe  new  HP  LaserJet  4L.  Just  $849. 


e 

e 
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COMPETITSVENESSI 


JUNE  7,  199: 


BESTING  JAPAN 

U.  S.  BUSINESSES  BATTERED  BY  JAPAN  INC.  ARE  FIGHTING  BACK— AND  WINNINC 


■  t  happened  so  suddenly.  Detroit's 
I  Big  Three,  which  spent  most  of  the 
H  1980s  being  hammered  by  Japan 
saw  their  fortunes  rally  last  year 
Thanks  to  heavy  investment,  savvy  mar- 
ket research,  and  a  dose  of  government 
protection,  Yankee  carmakers  are  win- 
ning hack  market  share  for  the  first 
time  in  nearly  a  decade.  There's  a  kicker, 
too.  This  year,  a  soaring  yen  has  made 
Japanese  cars  more  expensive,  boosting 
the  Big  Three's  share  of  the  U.  S.  auto 
and  light-truck  market  in  the  first  quar- 
ter to  74.9% — 2.795  more  than  in  1992. 

Detroit  isn't  celebrating  alone  From 
sea  to  shining  sea,  U.  S.  companies  that 
Japanese  rivals  had  on  the  ropes  during 
the  1980s  are  now  duking  it  out  and 
winning.  Take  computers.  Two  years 
ago,  Compaq  and  IBM  were  neck-and- 
neck  with  Japanese  competitors  Sharp, 
NEC,  and  Toshiba  for  control  of  the  U.  S. 
laptop  market.  Today,  the  Americans 
hold  62$  of  total  sales,  vs.  20$  for  Ja- 
pan (page  28).  Similar  success  stories  are 
shaping  up  in  everything  from  semicon- 
ductor-fabrication equipment,  where  the 
Americans  last  year  picked  up  market 
share  for  the  first  time  since 
1988,  to  earthmovers  and  auto 
parts.  It's  happening  in  service  in- 
dustries, too:  U.  S.  banks  arc  grab- 
bing back  corporate-loan  clients  they 
once  thought  Japan  had  permanently 
stolen. 

HONDA  HURTING.  How  are  the  Yanks  do- 
ing it?  Certainly,  years  of  restructuring 
have  made  U.  S.  companies  stronger. 
But  Corporate  America  is  also  benefit- 
ing from  weaknesses  that  have  sapped 
the  drive  of  many  Japanese  companies. 
A  feeble  home  economy  has  eaten  prof- 
its, forcing  Japan  Inc.  to  retrench  and 
shelve  overseas  expansion  plans.  Mean- 
while, political  pressures,  including  U.  S. 
tariffs,  are  compelling  Japanese  compa- 
nies to  export  less  and  buy  American. 
On  top  of  that,  the  yen  has  soared 
12%,  to  110  to  the  dollar,  since  late 
January — its  highest  level  ever. 
Further  intervention  is  in  the 


offing  from  Uncle  Sam,  too.  President 
Clinton  is  about  to  announce  a  new 
strategy  for  trade  relations  with  Japan 
aimed  at  getting  the  Japanese  to  in- 
crease their  imports  by  33'/'  over  the 
next  three  years.  The  proposal  focuses 
on  opening  markets  such  as  autos  and 
auto  parts,  financial  services  and  insur- 
ance, and  electronics.  Clinton  also  hopes 
to  persuade  Japan  to  increase  its  pro- 
curement of  foreign  goods  and  to  elimi- 
nate structural  impediments  to  foreign 
companies  built  into  its  economy. 

Add  it  all  up,  and  U.  S.  companies  are 
getting  a  sudden — and  surprising — 
boost  over  their  Japanese  rivals.  When 
pressed,  NEC  Corp.  executives  admit  that 
financial  problems  at  home  have  crimped 
their  ability  to  expand  in  the  U.  S.  laptop 
market.  The  company  estimates  that  it 
lost  more  than  $390  million  in  the  fis- 
cal year  ended  last  March.  Honda 
Motor  Co.,  which  saw  its  net  in- 
come fall  41%,  to  $344  million,  on 
sales  of  $37.6  billion  in  the  year 
ended  Mar.  31,  is  also  hurting. 
One  effect:  Last  year,  167'  of 
the  393,477   Accords  that 


Honda  sold  in  the  U.  S.  were  made  ii 
Japan.  Now,  the  company  is  considerin] 
shutting  off  Accord  exports  to  the  U.  S 
altogether.  Notes  Tenneco  Automotiv 
President  John  P.  Reilly:  "Increasingly 
the  pure  economics  are  on  the  side  o 
U.  S.  producers." 

For  now,  anyway.  Japan  surely  isn' 
down  for  long.  "Japanese  companies  r( 
main  fierce  competitors,"  caution 
James  C.  Morgan,  chief  executive  of  Ar 
plied  Materials  Inc.,  a  manufacturer  o 
chipmaking  equipment.  Indeed,  som 
Japanese  analysts  predict  that  an  in 
proved  economy  and  cost-cutting  b; 
companies  will  spark  a  revival  in  Japs 
nese  corporate  earnings  as  early  as  thi 
year.  And  it's  no  accident  that  the  U.  S 
trade  deficit  with  Japan  jumped  by  23$ 
to  $4  billion,  in  April.  That's  parti; 
because  the  stronger  American  ecor 
omy  sucked  in  imports  while  a  slow 
growth  economy  curbed  Japan's  ap 
petite  for  imports.  But  the 
numbers  are  also  a  testa- 
ment to  the  continued 
strength  of  Japa- 
nese export  in- 
dustries in 
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Thanks  to  politics,  rec 
and  a  surge  in  the  yen,  U. 
companies  in  many  indus- 
tries are  making  advances 
against  Japanese  rivals 


face  of  weak  markets  all  around  the 
Id. 

i  the  longer  haul,  though,  the  strong 
is  likely  to  make  Japanese  exports 
■easingly  uncompetitive.  Indeed,  the 
effects  of  the  runaway  yen  are  like- 
to  take  two  years  to  be  felt,  says 
>saehusetts  Institute  of  Technology 
nomist  Paul  R.  Krugman.  Meanwhile, 
tical  pressure  for  gentler  Japanese 
le  practices  will  grow, 
[ardball  politics  is  a  major  factor  be- 
I  U.  S.  gains.  U.  S.  chip  companies, 
instance,  have  gotten  a  big  hand 
ti  the  U.  S.  government,  which  has 
n  pushing  Japanese  electronics  com- 
ies  to  buy  20%  of  their  chips  from 
iigners.  And  back  in  1991,  when  Pres- 
lt  George  Bush  visited  Tokyo,  he  ex- 
ited a  commitment  from  Japanese 
nakers  to  increase  their  purchases  of 
>.-made  auto  parts  to  $19  billion- 
th in  the  year  ending  in  March,  1995. 
last  Mar.  31,  Japanese  spending  had 
$13  billion,  up  447'  since  1990.  "We're 
ing  our  sales  and  order  book  increase 
ause  of  those  commitments,"  says 
/  Inc.  Chairman  Joseph  T.  Gorman, 
he  soaring  yen  is  accelerating  the 
r  American  trend.  Tenneco's  Reilly 
s  that  with  the  yen  at  110,  American 
o  parts  producers  have  a 
•  cost  advantage 


over  their  Japanese  rivals.  The  currency 
shift  "makes  American  parts  easier  and 
cheaper  to  purchase,"  says  Iwao  Oki- 
jima,  senior  managing  director  of  Toyota 
Motor  Corp. 

And  in  some  cases,  U.  S.  companies 
have  simply  positioned  themselves  bet- 
ter than  Japan — at  least  for  now.  U.  S. 
manufacturers  of  semiconductor-making 
equipment,  for  instance,  picked  up  al- 
most four  points  of  market  share  in  the 
U.  S.  last  year  and  more  than  two  points 
in  Japan.  Japanese  semiconductor  manu- 
facturers helped  by  holding  back  on  cap- 
ital spending,  which  cut  the  market 
share  for  Japanese  equipment  suppliers. 
But  key  U.  S.  rivals  also  brought  the 
right  products  to  market  at  the  right 
time.  Applied  Materials,  for  one,  builds 
the  machines  needed  to  fabricate  the  lat- 
est sophisticated  multilayer  semiconduc- 
tors— a  critical  skill  that  few  rivals  have 
yet  mastered.  Japanese  companies  domi- 
nate older,  more  competitive  markets. 

Japan's  lagging  economy  is  making 
things  even  easier  on  U.  S.  companies. 
Japanese  banks  were  major  players  in 
the  market  for  big  corporate  loans  be- 
fore they  began  retrenching  in  1991. 


During  the  first  quarter  of  1993,  accord- 
ing to  Loan  Pricing  Corp.,  a  New  York 
research  company,  Industrial  Bank  of 
Japan  was  the  only  one  of  Japan's  banks 
among  the  top  20  syndicators  of  dollar 
loans.  But  it  ranked  just  No.  15  and  only 
did  seven  deals.  The  leader,  Chemical 
Bank,  did  61  big  syndications.  Nine  other 
U.  S.  banks  made  the  list,  too. 
second  chance.  The  Japanese  banks 
also  made  some  errors  that  are  hurting 
them  now.  During  boom  times,  for  in- 
stance, many  of  them  helped  fund  big, 
splashy  resort  and  hotel  projects.  Says 
James  Montanari,  an  executive  with 
Cushman  &  Wakefield  Inc.,  the  big  real- 
estate  services  company:  "There's  no 
one  who  invested  in  those  kinds  of  up- 
scale properties  in  the  1980s  who  isn't 
losing  money  now."  Or  take  construction 
equipment.  Komatsu  Ltd.,  and  its  U.  S. 
partner  Indresco  Inc.,  determined  to 
stanch  the  red  ink  hemorrhaging  at  their 
joint  venture,  last  year  raised  prices  and 
ceded  market  share  on  some  product 
lines,  such  as  crawler  loader  machines, 
to  archrival  Caterpillar  Inc. 

The  question  now:  Can  the  American 
gains   be   sustained?   U.  S.  companies 


CH1PMAKING 


have  muffed  similar  opportunities  in  the 
past.  Back  in  the  mid-1980s,  when  the 
yen  strengthened,  many  companies  opt- 
ed to  match  Japan's  price  hikes,  choos- 
ing profits  over  market  share.  This  time, 
there's  evidence  that  American  compa- 
nies may  have  learned  from  their  mis- 
takes. Wertheim  Schroder  &  Co.  auto 
analyst  John  A.  Casesa  expects  Ford, 
Chrysler,  and  General  Motors  to  limit 


their  price  increases  to  about  4%  this 
year,  vs.  8%  for  Japan's  auto  makers. 

There's  other  evidence  that  U.  S.  com- 
panies are  serious  about  leveraging  their 
short-term  advantage.  The  Business 
Council  predicts  that  U.  S.  companies 
will  increase  spending  on  new  equipment 
11%  this  year  and  an  additional  10%  in 
1994.  "American  companies  are  becom- 
ing more  competitive,"  says  John  McDe- 


vitt,  an  economist  with  3M  Corp.  "We 
will  win  back  markets  and  retain  them." 
Maybe,  but  no  U.  S.  company — even  one 
that's  speeding  ahead  of  Japanese  rivals 
today — can  afford  to  be  complacent.  Af- 
ter all,  a  weakened  Japan  and  a  strong 
yen  won't  last  forever. 

By  Kevin  Kelly  in  Chicago,  with  Neil 
Gross  in  Tokyo,  James  B.  Treece  in  Detroit, 
and  bureau  reports 


THE  LAPTOP  RACE:  CAN  THE  U.S.  HOLD  ITS  LEAD  IN  LAP  FOUR? 


T: 


|  he  Great  Laptop  Saga,  Chapter 
One:  Japanese  personal  computer 
giants  figure  out  how  to  cram  30 
pounds  of  circuitry  into  lightweight 
machines.  Toshiba  and  NEC  take  the 
lead  in  an  exploding  market.  Chapter 
Two:  American  rivals  figure  it  out,  too. 
Chapter  Three:  With  better  technology, 
U.  S.  laptop  makers  Compaq,  Apple, 
and  IBM  seize  control  of  the  market  for 
notebook-size  computers. 

Now  for  the  latest  installment:  a 
free-for-all.  Japanese  makers,  notably 
NEC  Corp.  and  Toshiba  Corp.,  are  com- 
ing back  with  new  technology.  Tandy 
Corp.  has  beat  a  retreat,  announcing 
the  sale  May  26  of  its  GRiD  notebook 
subsidiary  and  two  plants  to  AST  Re- 
search Inc.  for  $175  million.  IBM — sur- 
prise!— is  nursing  a  hit.  Apple,  mean- 
while, is  closing  in  on  the  No.  1  spot. 

And  Dell  Computer  Corp.  is 
stuck  in  the  mud.  On  May  25, 
Dell  said  it  was  pulling  the  plug 
on  key  notebook  projects  and  re- 
thinking its  strategy — leaving  it 
essentially  productless  in  the 
critical  laptop  segment.  Dell  took 
a  $20  million  first-quarter 
charge,  knocking  earnings  to 
$10.2  million  from  the  expected 
$28  million  and  slicing  237'  off 
its  share  price,  to  24%. 

There  are  two  morals  to  this 
tale.  First,  the  laptop  business  is 
moving  faster  than  any  other 
segment  in  the  computer  world. 
Worldwide  manufacturer  ship- 
ments will  jump  54%  this  year, 
to  $12.9  billion,  according  to  re- 
searcher InfoCorp.  Computer 
makers  are  falling  over  each  oth- 
er to  grab  share  in  what  is  still  a 
fairly  immature  market. 
INHERITED  MESS.  Second,  it's  be- 
coming clear  that  an  aggressive 
laptop  strategy  requires  more 
than  a  purchasing  department 
and  an  advertising  campaign. 
The  most  successful  players 
now — Apple,  Compaq,  and  To- 
shiba among  them — are  compa- 
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nies  that  have  invested  heavily  in  their 
own  design,  engineering,  and,  often, 
manufacturing  capacity. 

Hence  the  problems  at  Dell,  which 
has  relied  almost  entirely  on  outside 
engineering  and  manufacturing  con- 
tractors. That  low-overhead  strategy 
has  worked  in  the  company's  desktop 
systems,  which  still  enjoy  100%-plus 
revenue  growth.  But  Dell  is  the  only 
major  company  still  without  a  note- 
book based  on  the  industry-standard 
486  microprocessor  from  Intel  Corp. 
And  Dell  products  lack  the  state-of-the- 
art  displays  and  embedded  pointing  de- 
vices found  on  rival  machines.  Compet- 
itors fault  Dell's  suppliers,  who  were 
slow  to  adapt  the  new  technologies. 
Dell  CEO  Michael  S.  Dell  accepts  some 
blame  himself:  "Fundamentally,  we  did 
not  fully  comprehend  the  complexity 


involved  in  the  design  and  manufac- 
ture of  notebooks." 

Dell  has  handed  the  mess  to  former 
Apple  Computer  Senior  Engineer  John 
K.  Medica,  who  will  decide  how  much 
development  to  contract  out  to  big- 
name  laptop  makers— possibly  in  ex- 
change for  access  to  Dell's  vaunted  dis- 
tribution channel.  Dell  already  has 
talked  with  NEC  and  other  Japanese 
and  Taiwanese  PC  makers  about  such  a 
deal,  says  a  company  source. 

COMPETITORS  REGROUPING.  Rival  lap- 
top companies  are  making  similar  deci- 
sions. AST  bought  Tandy's  laptop  opera- 
tions in  part  for  the  additional 
engineering  and  manufacturing  capaci- 
ty that  could  help  it  cut  costs  and 
speed  new  products  to  market.  Like- 
wise, Zenith  Data  Systems  Corp.,  a 
unit  of  France's  Groupe  Bull,  now  re- 
sells powerful  PCs  made  by  Intel 
while  it  focuses  development  on 
laptops.  "There's  no  margin  left 
in  [the  desktop]  business,"  says 
Executive  Vice-President  David 
F.  O'Connor.  "We'll  invest  in 
portables." 

Meanwhile,  the  technology  bar 
is  rising  ever  higher  and  faster. 
Toshiba  will  unveil  a  17-pound 
multimedia  portable  in  June  that 
features  a  CD-ROM  drive,  built-in 
speakers,  and  sound  board.  NEC 
wowed  the  crowd  at  last  week's 
Comdex  trade  show  with  its  Ul- 
tralite  Versa,  a  modular  note- 
book that  features  interchange- 
able screens,  disk  drives,  and 
memory.  And  both  IBM  and  To- 
shiba have  incorporated  slots  in 
their  computers  that  allow  cus- 
tomers to  plug  in  credit-card- 
size  tools  such  as  communica- 
tions modems.  Dell,  meanwhile, 
is  missing  the  action.  The  Laptop 
Saga's  next  few  chapters  may 
well  be  written  without  it. 

By  Peter  Burrows  in  Dallas, 
with  Gary  McWilliams  and  Paul 
M.  Eng  in  Atlanta,  and  bureau 
reports 


PLE  I 


riTH  FRIENDS  LIKE 
AVID  BOREN 


e  senator  stood  up  to  Clinton — and  forced  him  to  deal  on  the  budget 


^  enator  David  L.  Boren  (D-Okla.) 
^has  made  a  career  out  of  giving 
"his  friends  in  the  White  House 
rtburn.  Although  Ronald  Reagan 
sidered  the  conservative  Democrat  a 
able  ally,  Boren  blocked  the  Gipper's 
lination  of  Edwin  Meese  III  as  Attor- 
General  until  he  wrested  GOP  conces- 
is  on  an  issue  of  importance  back 
ie,  emergency  farm  credit.  The  three- 
n  senator  also  worked  closely  with 
aw  Skull-and-Bonesman  George  Bush 
such  issues  as  capi- 
y&ms  tax  cuts.  But 
t  before  the  1992 
;tion,  Boren  called 
a  probe  into  wneth- 
the  Bush  Justice 
)t.  broke  the  law  in  a 
e  involving  loans 
neled  to  Iraq, 
low,  the  onetime 
ernment  professor 
giving  Bill  Clinton 
While  playing 
ite  House  point  man 
campaign-finance  re- 
in, Boren,  52,  is  try- 
to  reshape  Clinton's 
icit-reduction  plan. 
May  20,  Boren  led  a 
artisan  quartet  of 
ators  proposing  to 
;  the  Administra- 
i's  energy  tax  and 
sh  entitlement  spend- 
more  deeply  than 
nton  had  wanted. 
;  revolt  forced  the 
ite  House  to  seek  a 
^promise  with  Demo- 
tic moderates. 
ing  red.  Boren  is 
ying  a  dangerous 
ne.  He  says  he  wants  to  bring  Clinton 
k  from  the  Democrats'  tax-and-spend 
ss  and  transform  him  into  the  New 
nocrat  he  claims  to  be.  But  Boren 
[s  causing  the  collapse  of  the  Admin- 
ation's  economic  plan.  "Boren  thinks 
3  helping  the  President  by  doing 
>,"  says  Steven  E.  Schier,  a  political 
mtist  at  Carleton  College.  "But  it 
kes  Clinton  look  weak  and  not  in  con- 
I  of  things." 

'he  Administration  is  apoplectic  at 
at  some  insiders  consider  political 
achery.  Speaking  to  reporters  May  20, 
President,  in  language  usually  re- 
ved  for  Republicans  and  the  rich,  crit- 


icized Boren's  proposal  for  shifting  $40 
billion  of  the  deficit-reduction  pain  "from 
wealthy  Americans  right  onto  the  people 
just  above  the  poverty  line." 

The  White  House  must  do  more  than 
just  attack  Boren,  though.  The  Oklaho- 
man  is  the  swing  vote  on  the  Senate 
Finance  Committee,  which  has  an  11-9 
Democratic  majority  and  will  begin  con- 
sidering the  Clinton  package  in  early 
June.  If  Republicans  remain  united,  as 
expected,  Boren  could  kill  the  package 


BORN  Apr.  21,  1941,  Washington,  D.C., 
during  father  Lyle's  10-year  stint  in  the  House 


HOME  Seminole,  Okla. 


ENTERED  SENATE  1979 


PREVIOUS  OFFICES  State  representative, 
1967-75;  Oklahoma  governor,  1975-79 


EDUCATION  Yale  University,  Oxford  Univer- 
.  sity  (Rhodes  scholar).  University  of  Oklahoma 


FAMILY  Wife,  Molly;  two  children 


LEGISLATIVE  RECORD 

Sponsored  campaign-finance  legislation  to 
%,  ;    restrict  political-action-committee  contribu- 

'  jf  tions  and  create  a  system  of  taxpayer  fund- 

wfr    ^  ing  for  candidates 

■       4  if  x  As  chairman  of  the  Senate  Select  Commit- 

■        » ■  I  tee  on  Intelligence,  fought  for  confirmation  of 

Robert  Gates  to  head  the  Central  Intelligence  Agency  over  the  objections  of  most 
Senate  Democrats 

A  pro-business  conservative,  often  voted  with  Presidents  Reagan  and  Bush, 
supporting  the  1981  economic  plan  and  the  1985  deficit-reduction  proposal 

Strong  advocate  for  two  home-state  industries — energy  and  farming — even 
delayed  confirmation  of  Attorney  General-designate  Edwin  Meese  III  in  1985 
until  the  Reagan  Administration  and  Senate  leaders  agreed  to  move  forward  on 
badly  needed  farm  credit  aid 
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with  a  single  negative  vote.  And  he  ap- 
pears willing  to  do  just  that — if  the 
White  House  doesn't  cut  a  deal  that 
moves  Clinton  toward  the  center  and 
protects  Oklahoma's  energy  interests. 
Boren's  proposal  may  help  kill  the  ener- 
gy tax  and  spur  a  new  round  of  spend- 
ing cuts.  "It's  had  a  dramatic  effect," 
says  Senate  Minority  Whip  Alan  K. 
Simpson  (R-Wyo.).  "The  BTU  tax  is  going 
to  be  retooled  seriously." 

Senate  colleagues  aren't  surprised 
that  Boren,  who  wasn't  available  for 
comment  by  press  time,  is  bucking  his 
own  President.  "Boren  is  somebody 
who's  willing  to  do  things  that  are  un- 


popular in  his  own  party,"  says  Senator 
Bob  Kerrey  (D-Neb.).  With  little  in  the 
way  of  higher  political  aspirations,  Bo- 
ren is  undeterred  by  criticism.  "He  has 
come  to  a  conclusion  . . .  that  these  are 
serious  principled  issues  he's  fighting 
for,"  says  Representative  Dave 
McCurdy  (D-Okla.). 

Boren's  independent  streak  may  be  a 
result  of  his  political  bloodlines.  His  fa- 
ther, Representative  Lyle  H.  Boren  (D- 
Okla.),  was  a  frequent  New  Deal  critic 
during  the  Roosevelt  Administration. 
The  son  ousted  a  sitting  Democratic  gov- 
ernor in  1974  by  campaigning  as  a 
young  reformer.  A  broom  became  his 
symbol,  and  he  cleaned  up  the  Oklahoma 
statehouse  by  pushing  conflict-of-inter- 
est rules  and  campaign-disclosure  laws. 
go-between.  Swept  into  the  Senate  four 
years  later,  Boren  avidly  defended  his 
state's  energy  and  agriculture  interests. 

Unlike  most  Democrats, 
he  embraced  Reagan- 
omics  and  was  a  strong 
backer  of  the  Nicara- 
guan  contras.  An  intel- 
ligent negotiator— like 
Clinton,  Boren  is  a 
Rhodes  Scholar — he 
served  as  a  bridge  be- 
tween the  GOP  White 
House  and  Senate  Dem- 
ocrats. And  he  cultivat- 
ed ties  to  business  by 
emphasizing  tax  incen- 
tives, export  promo- 
tion, and  government 
streamlining. 

It  was  only  natural 
that  Boren  was  en- 
tranced by  Clinton's 
centrist  approach  to 
deficit  reduction.  But  a 
month  after  pledging 
"unconditional"  sup- 
port, Boren  complained 
about  "constant  back- 
tracking" from  the  bud- 
get blueprint.  Indeed, 
he  proposed  delaying 
some  of  Clinton's  stimu- 
lus plan  until  Congress 
met  deficit-reduction 


targets — although  he  later  backed  down. 

With  one  recent  survey  showing  only 
22%  of  those  polled  favor  Boren's  plan, 
Administration  officials  predict  Boren 
will  retreat  again.  "I  don't  think  he'd 
like  to  be  seen  as  the  central  reason  for 
a  failed  Democratic  Presidency  or  to 
have  his  name  attached  to  the  next  re- 
cession," says  one  Clintonite. 

Boren  may  cave  in  eventually.  But 
given  Clinton's  penchant  for  compro- 
mise, Boren  probably  will  come  away 
with  something.  For  the  moment,  he  has 
Clinton  wriggling  in  discomfort.  To  Da- 
vid Boren,  that's  what  friends  are  for. 
By  Richard  S.  Dunham  in  Washington 
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icipated 
bureaucracy 
and  slowness. 
But  I  really 
did  think  i 
would 
more  lito 
business 
it  is" 


AN  'AIR-BREATHING  ANIMAL' 
CLIMBS  OUT  OF  THE  FISH  BOWL 


Why  John  Rollwagen  quit  Commerce  almost  before  he  started 


Yes,  government  is  messy  and  in- 
efficient. But  anyone  who  thinks 
a  reform-minded  business  execu- 
tive can  jet  into  Washington  and  make 
the  bureaucracy  stand  up  and  salute 
ought  to  talk  to  John  A.  Rollwagen. 

The  former  chief  executive  officer  of 
Cray  Research  Inc.  withdrew  on  May  19 
as  President  Clinton's  nominee  for  Depu- 
ty Secretary  of  Commerce  after  becom- 
ing enmeshed  in  a  Securities  &  Ex- 
change Commission  probe  into  insider 
trading.  Rollwagen  and  his  many  friends 
insist  he  did  nothing  wrong,  and  the  SEC 
isn't  talking.  However  it  ends  up, 
though,  Rollwagen's  short-lived  Wash- 
ington experience  has  plenty  of  lessons 
for  business. 

GOOD  START.  Top  business  leaders  rare- 
ly are  asked  to  take  operating  jobs  in 
government  agencies — and  those  who 
get  the  nod  rarely  sign  on.  So  when 
Rollwagen  was  tapped  by  Clinton  for 
the  Commerce  position  last  December, 
his  acceptance  was  seen  as  a  sign  of 
constructive  ties  between  business  and 
the  incoming  Clinton  administration. 
Rollwagen,  52,  was  excited.  He  quit  his 
job,  packed  his  bags,  and  moved  his  wife 
and  two  kids  from  St.  Paul,  Minn.,  to 
Washington. 

Rollwagen's  appointed  task  was  im- 
portant: coordinating  technology  policy 
across  federal  agencies.  His  challenge: 


to  match  his  technological  expertise  and 
business  acumen  with  the  political  savvy 
of  Commerce  Secretary  Ronald  H. 
Brown,  the  consummate  Washingtonian 
(page  43).  Together,  they  would  help 
President  Clinton  laser  in  on  the  econo- 
my, while  addressing  the  special  needs 
of  high-tech  industries. 

What  happened  after  that  is  open  to 
interpretation.  But  the  lesson  Rollwagen 
takes  from  his  experience  is  blunt:  He 
now  believes  that  an  executive  who  has 
spent  his  career  making  decisions  and 
seeing  results  probably  isn't  cut  out  to 
handle  Washington's  byzantine  political 
relationships  and  bureaucratic  infight- 
ing. "I'm  an  air-breathing  animal  that 
got  in  the  deep  end  of  the  pool,  and  I 
couldn't  create  gills  fast  enough,"  he 
says.  "I  anticipated  bureaucracy  and 
slowness.  But  I  really  did  think  it  would 
be  more  like  business  than  it  is." 

His  awakening  was  rude.  If  his  first 
Washington  weekend — a  Presidential  re- 
treat at  Camp  David — was  a  high,  his 
first  Monday  on  the  job  was  a  letdown. 
He  was  shown  to  his  temporary  quar- 
ters, a  work  area  that  could  be  entered 
only  by  walking  through  someone  else's 
office.  Brown,  meanwhile,  spent  the  day 
in  meetings  at  the  White  House.  "I 
showed  up,  and  they  didn't  know  what 
to  do  with  me,"  Rollwagen  says. 

He  quickly  developed  his  own  agenda: 


engineer  a  closer  rel; 
tionship  between  goveq 
ment  and  business;  red| 
fine  the  terms  of  U.  i 
trade  policies,  especial! 
with  Japan;  and  help  s<; 
the  ground  rules  for  en 
ation  of  the  nation's  "it 
formation  infrastrud 
ture."  He  figured  he'j 
rally  various  interes 
groups  around  a  con; 
mon  mission  and  go  fo 
it,  as  he  did  at  Cray. 

It  didn't  happer 
"Commerce  has  35,00 
people  and  a  $3.5  billio 
budget,"  he  says.  "You 
board  of  directors  is  43 
people  [Congress],  an< 
Commerce  deals  witi 
about  50  different  corr 
mittees.  It's  like  havinj 
a  separate  committee  fo 
the  mailroom,  one  fo 
the  district  sales  offices,  one  for  the  er 
gineering  department."  Priorities  can' 
be  shifted  from  one  function  to  anotr 
er — that  might  offend  some  subcommil 
tee  chairman,  Rollwagen  says.  He  rea' 
ized  he  would  have  little  control  over  hi 
agenda,  even  if  he  could  get  it  moving 
bright  lights.  Then  came  the  confirms 
tion  meat  grinder.  On  May  3,  two  day 
before  his  confirmation  hearing,  some 
one  leaked  the  news  that  Rollwagen  wa 
under  investigation  by  the  SEC  for  late 
1991  insider  trading  of  stock  in  the  Cra; 
Computer  Corp.,  a  Cray  Research  spin 
off.  Rollwagen,  who  a  confidant  say 
was  shattered  by  the  news,  says  he  ha; 
done  nothing  wrong,  but  won't  go  info 
detail  on  advice  of  his  lawyers.  Col 
leagues  defend  him.  Edward  R 
McCracken,  chief  executive  at  Silicoi 
Graphics  Inc.,  calls  him  "one  of  the  mos 
reputable,  honest,  Midwestern  type: 
imaginable." 

In  the  end,  with  the  bright  TV  lights  o 
congressional  hearing  rooms  looming 
Rollwagen  decided  he'd  had  enough.  Si 
he  left.  A  few  days  after  his  withdrawal 
he  and  his  family  were  back  in  St.  Paul 
He  was  out  of  work,  since  Cray  ha< 
already  replaced  him.  He  says  he  stil 
wants  to  help  Clinton  as  much  as  h< 
can — but  only  from  the  outside.  "It's 
been  a  huge  civics  lesson,"  he  says. 

An  idealistic  Mr.  Smith  done  in  b) 
Washington's  dark  maneuvering — or  ai 
example  of  the  nomination  process  per 
forming  its  function?  Or  just  a  business 
man  who  got  fed  up  with  Washington' 
Whatever  the  case,  any  business  persor 
asked  to  serve  in  government  will  re 
member  his  story  as  a  cautionary  tale. 

By  Russell  Mitchell  in  San  Francisco 
with  Douglas  Harbrecht  in  Washington 
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OMPUTERSI 


ME  MIDGETS,  THE  MAMMOTH, 
AND  THE  MAINFRAMES 


Aggressive  rivals  are  edging  out  IBM  mainframe  disk  teclinology 


ainframe  disk  drives.  In  an  age 
when  the  computer  industry  in- 
creasingly champions  networks 
)f  blazingly  powerful  desktop  machines, 
;he  words  smack  of  musty  obsolescence. 
Nonetheless,  here  it  is  1993,  and  the 
market  for  mainframe  disk  storage 
aquipment  suddenly  seems  more  frenetic 
;han  ever.  On  May  20,  market  leader 
Adstar,  a  subsidiary  of  IBM,  tripled  the 
storage  capacity  of  its  3390  disk  drive 
ltd  hinted  at  a  broad  range  of  new  prod- 
ucts to  come.  The  same  day,  Storage 
technology  Corp.  agreed  to  shell  out  $75 
Trillion  in  stock  for  Am- 
aerif  Corp.,  a  potential 
competitor  in  an  emerg- 
ng  technology  called 
iisk  arrays.  And  on 
Ijtay  25,  Hitachi  Data 
systems  upped  its  pres- 
sure on  IBM  with  an  all- 
lew  line  of  high-perfor- 
nance  mainframe  disks. 

There's  no  doubt  that 
sales  in  the  overall 
mainframe  market  are 
shrinking — and  with 
:hem  mainframe  disk 
revenues.  Worldwide 
sales  of  IBM-compatible 
mainframe  disk  equip- 
ment will  drop  to  just 
£5.1  billion  this  year 
from  a  high  of  $7  billion 
in  1990,  reckons  market 
researcher  International 
Data  Corp.  Of  course, 
that's  still  a  healthy 
piece  of  change  for  any 
company.  And  gross 
margins  of  as  much  as 
30%  are  nothing  to  sneer  at. 

Just  ask  IBM.  Suddenly,  it  is  facing  a 
host  of  hyperaggressive  rivals  in  a  fran- 
chise it  once  had  nearly  for  itself.  In- 
deed, IBM  has  actually  lost  17  points  of 
the  85%  market  share  it  held  just  four 
years  ago.  The  reasons:  inattention  to 
increasingly  specialized  market  seg- 
ments and  loss  of  technology  leader- 
ship— exactly  the  same  problems  that 
have  bogged  down  much  of  the  rest  of 
Big  Blue.  During  the  same  period,  mean- 
while, competitor  Hitachi  has  more  than 
doubled  its  share,  to  20%.  Its  gain  comes 
from  highly  reliable  drives  sold  through 
a  joint  venture  with  Electronic  Data  Sys- 
tems Corp.  Then  there's  EMC  Corp.,  vir- 
tually unknown  in  IBM  mainframe  circles 


a  few  years  ago.  Today  it  is  a  Wall 
Street  favorite,  with  net  income  project- 
ed to  grow  1377"  this  year,  to  $68  million. 

To  fend  off  such  rivals,  IBM's  new 
products  will  have  to  make  up  a  lot  of 
lost  technological  ground.  Especially  in 
disk  arrays:  Just  as  the  microprocessor 
is  sweeping  most  traditional  computer 
designs  out  of  the  market,  the  bulky 
mainframe  disk  is  now  giving  way  to  the 
same  small  drives  used  in  desktop  com- 
puters. By  ganging  together  scores  of 
such  drives  under  the  control  of  a  pow- 
erful computer,  disk  arrays  promise  to 


LOSING  SHARE  IN  A 


outperform  conventional  drives  in  al- 
most every  test — from  price  to  perfor- 
mance to  floor  space.  Officials  at  IBM's 
Adstar  say  they  hope  to  have  a  main- 
frame disk  array,  designed  for  high 
availability  of  data,  ready  to  ship  by 
March,  1994. 

overly  ambitious?  In  years  past,  rivals 
would  have  waited  to  see  IBM's  version 
of  such  a  radically  different  product  be- 
fore trying  to  reverse-engineer  their 
own.  But  customers  have  become  more 
willing  to  try  out  unique  mainframe  de- 
vices, such  as  the  automatic  tape  library 
that  StorageTek  has  turned  into  a  $1 
billion  business.  Another  is  the  Symme- 
trix  disk  array  sold  by  EMC,  of  which 
more  than  2,000  units  have  been  sold  so 


far.  The  device  actually  carries  a  higher 
list  price  than  the  IBM  gear  it  replaces, 
says  CEO  Michael  C.  Ruettgers,  but  by 
dishing  out  data  at  higher  speeds  it  can 
help  IBM  mainframes  do  some  big  jobs 
twice  as  fast.  "We  have  a  two-year  lead 
over  IBM  today,"  he  says. 

The  most  visible  attempt  to  outgun 
IBM  with  array  technology  is  Storage- 
Tek's  Iceberg  project.  Fortunately  for 
Big  Blue,  though,  it  remains  more  prom- 
ise than  reality.  When  formally  launch- 
ing Iceberg  early  last  year,  StorageTek 
said  it  had  orders  in  hand  for  170  units, 
which  helped  drive  its  stock  from  38  to 
76.  But  development  problems  have  de- 
layed shipments  repeatedly  since  then, 
leading  angry  investors  and  analysts  to 
wonder  if  Iceberg  may  not  miss  its  ambi- 
tious technical  and  financial  goals.  "Ice- 
berg's window  of  opportunity  is  rapidly 
closing,"  says  Robert  S.  Schafer,  who 
tracks  large  computers  at  Meta  Group,  a 
consulting  firm. 

That's  one  reason 
StorageTek  made  its 
move  to  acquire  Am- 
perif.  The  Chatsworth 
(Calif.)  company  has 
been  working  on  its 
own  mainframe  array 
called  Viking,  which 
Schafer  and  others  be- 
lieve could  outperform 
Iceberg  in  certain  ar- 
eas. Buying  Amperif 
eliminates  a  potent  com- 
petitor and  ensures  a 
worthy  replacement 
should  Iceberg  ulti- 
mately melt  down. 
That's  not  likely,  insists 
Gregory  A.  Tymn,  Stor- 
ageTek's  chief  financial 
officer.  Iceberg  is  on 
track  for  initial  field 
testing  late  this  year, 
and  he  says  it  "does  not 
overlap  tremendously" 
with  Viking. 

Hitachi  Data  Sys- 
tems, the  Hitachi-EDS 
joint  venture,  has  no  array  on  the  mar- 
ket either.  But  in  a  recent  six-month  pe- 
riod, its  conventional  disk  products  won 
more  than  200  new  customers,  says 
Gary  Holtwick,  vice-president  of  market- 
ing for  storage.  And  its  new  drives  use 
one-third  the  floor  space  of  IBM's. 

So  the  pressure  on  IBM  continues  to 
mount.  "We  have  some  catching  up  to 
do,"  concedes  Ed  Zschau,  the  former 
congressman  hired  as  Adstar's  CEO  last 
April.  With  only  a  month  on  the  job, 
that's  about  all  he  feels  comfortable  say- 
ing about  IBM's  competitive  position  in 
mainframe  disks.  Given  the  competition, 
Zschau  is  clearly  going  to  be  paying 
close  attention  in  coining  months. 

By  John  W.  Verity  in  New  York 
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TRAVEL  I 


HOW  I  DIDN'T  SPEND 
MY  SUMMER  VACATION 


Fear  of  an  iffy  economy  is  keeping  many  Americans  close  to  home 


This  summer,  Terry  Crump  is  stay- 
ing put.  She's  just  returned  from  a 
weekend  jaunt  to  Disneyland, 
three  hours  down  the  road,  with  her 
family.  But  the  slumping  economy  and 
mounting  layoffs  in  California  have  her 
nervous  about  more  travel  until  she  sees 
how  well  her  Crump's  Custom  Clothing 
store  in  Fresno  fares,  'if  it's  a  good 
month  for  the  store,  maybe  we'll  go 
somewhere,"  she  says. 
The  nation's  travel  agents  can  be  ex- 


100-degree  days  in  Phoenix  and  Palm 
Springs — thanks  in  part  to  heavy  adver- 
tising and  low  room  rates. 

But  on  the  whole,  says  Ribero,  many 
people  are  still  sitting  out  the  action, 
awaiting  what  he  calls  "the  next  neutron 
bomb  from  the  airline  industry." 

That  would  be  an  old-fashioned  price 
war.  Fare  cuts  made  last  summer  a  ro- 
bust if  money-losing  exercise  for  the 
tourism  industry,  as  recession-weary 
travelers  bought  half-price  tickets  and 


than  in  1990,  despite  a  $2  drop  in  th 
average  room  rate.  Tourists  this  surr 
mer  will  be  up  by  a  scant  1%,  accordinj 
to  the  Hawaii  Visitor's  Bureau.  Many  o 
the  state's  toniest  resorts  are  slashing 
rates  again  this  summer. 

The  travel  industry  is  courting  cus 
tomers  with  bargains.  Princess  Cruise 
Inc.  has  filled  nearly  all  of  its  six  ship 
traveling  round-trip  from  Vancouver  vi; 
Alaska — with  two-for-one  fare  offers.  1 
strengthened  dollar  will  prompt  mor< 
travel  to  Europe,  predicts  the  America] 
Society  of  Travel  Agents,  which  pollei 
200  of  its  members  and  found  Britain 
France,  and  Italy  the  hottest  spots. 
homebodies.  But  many  other  traveler; 
who  might  have  jetted  to  Hawaii  or  th< 
Bahamas  are  loading  up  the  kids  an< 
driving  to  Aunt  Millie's  house  instead 
Bookings  at  travel  agencies  run  by  thi 
American  Automobile  Assn.  are  up  b; 


* 


cused  for  that  twinge  they  just  felt  in 
their  collective  gut.  A  slowly  recovering 
U.  S.  economy  and  two  years  of  pent-up 
demand  had  many  agents  expecting 
Americans  to  flood  the  roads  and  air- 
ports on  summer  holidays  this  year. 

No  dice.  Would-be  travelers  who  are 
still  struggling  with  personal  finances, 
worrying  about  layoffs,  and  plain  jumpy 
about  the  economy  have  innkeepers  and 
others  in  the  travel  biz  downsizing  ex- 
pectations. "The  sharp  upturn  that  we 
were  expecting  just  isn't  happening," 
says  Brian  Robb,  vice-president  of  mar- 
keting for  Carlson  Travel  Network,  the 
nation's  second-largest  travel  agent. 
still  simmering.  Sure,  there  are  some 
hot  spots.  Americans  are  still  flocking  to 
the  beaches  and  theme  parks  of  Florida, 
says  Hilton  Hotels  Senior  Vice-President 
Michael  A.  Ribero.  U.  S.  bookings  at  his 
2f>0-hotel  chain  are  up  207'  for  the  early 
summer.  And  more  travelers  want  to 
feed  the  slots  in  Vegas  and  weather  the 


then  watched  hoteliers  and  car-rental 
agencies  rush  to  slash  rates.  This  year, 
the  airlines  are  playing  it  safer.  Dis- 
counts, slimmer  than  last  year,  are  set 
to  expire  on  June  30.  They  have  been 
enough  to  boost  Delta  Air  Lines  Inc. 
bookings  by  187"  for  the  Memorial  Day 
weekend  and  to  give  American  Airlines 
Inc.  a  227  increase  in  the  packages  to 
Hawaii  and  Florida  it  booked  through 
the  first  four  months  of  this  year. 

But  bookings  for  later  in  the  year  are 
downright  skimpy.  "People  call  up,  lis- 
ten for  the  fare,  then  say  they'll  check 
back  later,"  says  Richard  Marks,  presi- 
dent of  MDC  Travel  in  Washington,  D.  C. 
That  tentativeness  will  help  hold  growth 
in  hotel  bookings  to  a  mere  37  this  sum- 
mer, predicts  industry  consultants  PKF 
Consulting,  and  will  keep  Hawaii  in  the 
doldrums.  Crushed  between  California's 
economic  woes  and  Asia's  recession,  ho- 
tel occupancies  in  the  Pineapple  State 
are  running  at  737.  That's  97  lower 


57  ,  with  expected  car  travel  increasing 
by  87  from  1992.  Indeed,  drivers  crowd 
ed  Yosemite  National  Park  in  early  May 
forcing  rangers  to  turn  away  tourists. 

Some  travelers  are  just  as  likely  t( 
avoid  the  hassle — and  the  cost — and  stai 
home  altogether.  Bill  and  Wendy  Selnicl 
refinanced  their  home  near  Salt  Lak< 
City,  but  used  the  proceeds  to  pay  dowi 
bills  rather  than  pay  for  a  trip  they  ha< 
wanted  to  take  to  the  Northwest. 

A  number  of  travel  experts  say  air 
lines  will  resist  further  price  cuts  (pag( 
116).  Others  don't  buy  it.  "We're  going 
to  see  another  price  war,"  predicts  Bar 
ney  F.  Kogen,  chief  executive  of  Hous 
ton-based  UltrAir,  who  predicts  cash 
poor  carriers  like  Northwest  anc 
America  West  will  trigger  a  307  to  4095 
cut  in  fares.  Those  are  numbers  tha' 
make  it  hard  to  stay  content  barbecuing 
in  the  backyard. 

By  Ronald  Grover  in  Los  Angeles,  ivitt 
bureau  reports 
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Commentary/by  Joan  O'C.  Hamilton 

WHO'S  AFRAID  Of  JURASSIC  PARK?  BIOTECH  OUGHT  TO  BE 


As  nearly  everyone  in  America 
must  know  by  now,  on  June  11 
Steven  Spielberg  will  bring  to 
life  Jurassic  Park,  tbe  Michael  Crich- 
ton  thriller  about  money-mad  gene- 
splicers  who  use  ancient  DNA  to  clone 
live  dinosaurs — which  then  run  amok 
on  a  <  lentral  American  island. 

Even  before  its  release,  this  well- 
hyped  movie  has  anti-biotech  activists 
in  a  tizzy.  Volunteers  from  the  Pure 
Food  Campaign,  led  by  Washington 
biotech  foe  Jeremy  Rifkin,  plan  to  pick- 
et theaters  in  100  1'.  S.  cities.  Their 
flyers  feature  a  dino- 
saur pushing  a  gro- 
cery basket  labeled 
"Bio-tech  Franken- 
foods."  Their  mes- 
sage: "Corporate  sci- 
ence" can  alter  and 
create  life  forms  with 
"enormous  and  fright- 
ening" possibilities. 

Given  the  high  visi- 
bility the  movie  and 
Rif  kin-in  flamed  fears 
are  hound  to  get, 
you'd  think  the  indus- 
try would  be  working 
on  a  staunch  defense. 
No  such  luck.  The 
public  is  too  intelli- 
gent to  mix  up  what's 
going  on  in  corporate 
laboratories  with  the 
film's  Toyota-chomp- 
ing Tyrannosaurus 
rexes,  one  biotech  PR 
executive  opined  at  a 
recent  conference.  An- 
other said  lie  didn'l 
care  what  the  public  says  about  bio- 
tech— as  long  as  it  talks  about  it. 

This  complacency  has  a  few  of  bio- 
tech's  savvier  spinmeisters  shaking 
their  heads.  Jurassic  Park's  dark  mes- 
sage— that  powerful  science  leads  to 
disaster — will  be  "the  most  massive  ex- 
posure to  genetic  engineering  this 
country  has  ever  had,"  warns  New 
York  public-relations  consultant  Lisa 
Burns.  Bums  worries  that  controversy 
will  ensnare  her  firm's  three  dozen  bio- 
tech clients,  none  of  whom,  she  admits, 
seems  to  have  given  it  a  second 
thought.  "It's  Star  Wars  technology 
[with]  the  immediacy  of  Jaws,"  Burns 
says.  "People  will  worry." 

If  biotech   blows   it    with  Jurassic 


Par/,-,  it  won't  be  its  first  I'll  flub. 
Again  and  again,  the  nearly  two-de- 
cade-old business  has  responded  to  con- 
troversy with:  "Trust  us,  we're  scien- 
tists." Rather  than  prepare  for 
criticism,  justified  or  not,  the  industry 
insists  that  only  the  ignorant  have 
qualms  about  UNA  research. 

Biotech  may  be  in  for  a  rude  awak- 
ening. Several  aspects  of  Jurassic 
Park  have  a  basis  in  fact,  chief  among 
them  that  extracting  DNA  from  insects 
trapped  in  amber  millions  of  years  ago 
is  indeed  happening  in  labs  right  now. 


If  biotech  blows  it,  it  won't  be  the  first  time. 
Again  and  again,  its  response  to  controversy 
has  been:  "Trust  us,  we're  scientists. " 


It's  a  long  way  from  there  to  cloning 
live  dinosaurs,  of  course,  but  an  intelli- 
gent observer  is  certainly  justified  m 
asking  whether  there's  anything  to 
fear  or  whether  anybody  is  keeping  an 
eye  on  this  stuff. 

Nonetheless,  the  key  industry  trade 
group,  the  Industrial  Biotechnology 
Assn.,  has  no  response  planned  and 
"no  real  concern,"  says  a  spokesman. 
That  complacency  could  be  costly.  Last 
year,  the  Pood  &  Drug  Administration 
eased  regulatory  demands  on  agricul- 
tural biotechnology  products.  Since 
then,  the  FDA  has  logged  many  com- 
plaints about  the  rule  changes.  Now, 
regulators  may  be  on  the  verge  of  re- 
quiring gene-spliced  foods  to  carry  spe- 


cial labels — which  could  be  expensive, 
complicated  to  implement,  and  scary 
for  consumers. 

Meanwhile,  the  public's  qualms  have 
already  stymied  at  least  one  genetical- 
ly engineered  product.  BGH,  a  gene- 
spliced  hormone  to  increase  milk  pro- 
duction, has  been  stalled  at  the  FDA  for 
years.  The  FDA  says  the  stuff  is  safe, 
but  consumer  and  dairy-industry  oppo- 
sition remains  fierce.  Now,  Calgene 
Inc.  is  poised  to  roll  out  the  Flavr  Savr 
tomato,  which  would  be  the  nation's 
first  genetically  altered  food.  But  Cal- 
gene's  research  part- 
ner, Campbell  Soup 
Co.,  has  been  wary  of 
endorsing  the  product 
until  the  public 
weighs  in. 

What's  that  got  to 
do  with  rampaging 
rexes?  Plenty.  Not  be- 
cause the  public  need 
fear  bio-dinos,  but  be- 
cause Jurassic  Park 
will  again  remind  peo- 
ple that  "safety"  is 
relative.  Consumers 
figure  physicians, 
companies,  and  gov- 
ernment regulators 
are  responsibly  devel- 
oping gene-spliced 
drugs,  gene  therapy, 
and  other  medical 
wonders.  But  its  trust 
doesn't  necessarily 
hold  when  talk  turns 
to  putting  new  organ- 
isms or  foods  into  the 
environment.  In  such 
cases,  the  Jurassic  Park  theme  of  epic 
tragedy  from  Big  Science  gone  awry 
may  loom  large. 

Rather  than  bury  its  head  in  the 
sand,  the  industry  should  use  Jurassic 
Parle  as  an  opportunity  to  start  talking 
about  biotech's  positive  contributions. 
That  could  increase  the  odds  that  in  a 
few  years,  consumers  will  rent  Juras- 
sic Park  videos,  munch  gene-spliced 
popcorn,  and  marvel  at  how  fast  prog- 
ress was  made.  Instead,  biotech's  hu- 
bris risks  having  those  same  couch  po- 
tatoes breathe  a  sigh  of  relief  that 
society  nipped  all  this  in  the  bud. 

Joan  O'C.  Hamilton  covers  biotechnolo- 
gy from  San  Francisco  for  this  magazine. 
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BUSINESS  SCHOOLS  I 


THE  DEAN  IS  OUT 

— AND  HE  ISN'T  COMING  BACK 


There's  a  lot  of  turnover  at  the  top  in  the  nation's  B-schools 


Wanted:  smooth-talking  politi- 
cian able  to  balance  often  con- 
flicting demands  from  vastly 
different  constituents.  Risks,  high.  Job, 
all-consuming.  And  you  will  be  blamed 
for  everything  that  goes  wrong. 

The  job  description  for  a  chief  execu- 
tive officer?  Try  the  dean  of  a  business 
school  in  the  1990s.  Faced  with  mount- 
ing pressures  from  corporate  benefac- 
tors, tenured  faculty,  and  ever-demand- 
ing students,  B-school  deans  are  turning 
over  in  record  numbers — often  in  the 
midst  of  controversy.  All  told,  some  84 
of  the  nation's  700-plus  business  schools, 
including  Massachusetts  Institute  of 
Technology  and  Washington  University, 
are  searching  for  deans,  says  the  Ameri- 
can Assembly  of  Collegiate  Schools  of 
Business  (AACSB). 

no  more  MR.  chips.  The  University  of 
Colorado  at  Boulder  has  just  lost  its 
fifth  dean  in  eight  years  (page  38).  Eight 
months  after  becoming  dean  at  the  Uni- 
versity of  Rochester,  William  E.  Mayer 
abruptly  resigned  his  position  over  a 
funding  dispute  in  May,  1992.  The  dean 
of  Yale's  School  of  Organization  &  Man- 
agement, who  attracted  criticism  for  his 
efforts  to  remake  the  school,  departed 
last  year  after  four  years  in  the  job — 
not  far  behind  the  university  president, 
who  had  supported  him  throughout  the 
brouhaha. 

The  lesson:  A  business-school  dean- 
ship  is  hardly  the  sinecure  it  once  was. 
"The  image  is  of  a  Mr.  Chips  as  dean, 
spending  all  of  his  or  her  time  with  stu- 
dents and  faculty  in  an  idyllic  academic 
environment,"  says  John  W.  Rosenblum, 
who  is  stepping  down  as  dean  of  the 
University  of  Virginia's  Darden  School 
of  Business.  "You  have  to  be  a  general 
manager,  a  politician,  a  fundraiser,  and 
a  division  manager  negotiating  with  a 
corporate  office." 

It  seems  as  if  B-school  deans  are  bail- 
ing out  right  and  left — or  being  thrown 
out.  In  the  past  five  years,  their  average 
tenure  has  fallen  a  full  year,  to  just  four 
years,  says  the  aacsb.  Schools  now  reg- 
ularly employ  executive-search  consul- 
tants, at  fees  of  up  to  $50,000,  to  scare 


up  possible  candidates.  Heidrick  & 
Struggles  Inc.,  which  just  placed  a  new 
dean  at  Indiana  University,  has  done 
seven  searches  for  B-school  deans  in  the 
past  12  months,  up  from  only  two  a  year 
in  1988.  And  the  searches  rarely  are 
quick  and  tidy  affairs.  Georgia  Institute 
of  Technology's  School  of  Management 
had  been  without  a  permanent  dean  for 
four  years  before  finally  landing  Arthur 


Dean  J.  Clayburn  La  Force  is  retirinj 
after  15  years.  "I've  often  said  it's  lik 
running  a  dairy,"  jokes  La  Force.  "Th 
cows  are  there  in  the  morning  and  a 
night,  and  you've  got  to  be  there  seve: 
days  a  week.  It's  the  intensity  tha 
doesn't  even  let  up  during  the  summe 
•that  tires  people  out." 
scathing  report.  Many  find  the  politic 
just  as  tiring.  Being  the  dean  of  a  bus 
ness  school  can  become  the  prototypica 
burnout  job,  a  trying  experience  that  cai 
frustrate  the  most  seasoned  profession 
al.  Mayer,  a  former  chief  executive  o 
First  Boston  Corp.,  lasted  eight  month 
at  Rochester.  "Often,  you  do  not  have  i 
complete  symmetry  between  accounl 
ability  and  authority."  he  says.  "At  th 
end  of  the  day  you  can  fire  somebody  ii 
a  corporation,  but  here  you  can't  fire  i 
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VIRGINIA'S  ROSENBLUM 


MIT'S  THUROW 


FIVE  B-SCHOOLS  IN  SEARCH  OF  A  DEAN 


School 

Departing  dean 

Length  of  tenure 

Length  of  search  so  far 

MIT 

LESTER  THUROW 

6  years 

3  months 

UNIVERSITY  OF  ROCHESTER 

WILLIAM  E.  MAYER 

8  months 

2  months 

use 

JACK  R.  BORSTING 

5  years 

3  months 

UNIVERSITY  OF  VIRGINIA 

JOHN  W.  ROSENBLUM 

1  1  years 

6  months 

WASHINGTON  UNIVERSITY 

ROBERT  L.  VIRGIL 

1 7  years 

9  months 
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Kraft,  previously  a  dean  at  Rutgers,  this 
month. 

What's  behind  the  exodus?  In  many 
cases,  deans  are  simply  resigning  after 
having  served  for  many  years.  Richard 
R.  West  decided  to  return  to  the  class- 
room after  a  16-year  stint  as  top  dog, 
first  at  Dartmouth's  Amos  Tuck  School 
and  then  at  New  York  University's 
Stern  School  of  Business.  Lester 
Thurow,  dean  of  MIT's  Sloan  School, 
called  it  quits  after  six  years.  At  the 
University  of  California  at  Los  Angeles, 


faculty  member."  Mayer  must  be  a  glut 
ton  for  punishment:  He  became  dean  o 
the  University  of  Maryland's  B-schoc 
five  months  after  leaving  Rochester. 

Rosenblum,  who  exits  Virginia's  B 
school  this  month  after  11  years  as  dear 
can  speak  from  experience  about  somi 
of  the  frustrations.  He  led  the  school': 
rise  to  prominence,  getting  high  mark: 
as  a  spirited  leader  known  for  his  cando 
and  accessibility.  But  in  his  final  year  a: 
dean,  he  came  under  attack  from  severa 
quarters.  In  April  of  last  year,  an  out 


Ivory-tower  politics  is  daunting,  says  Mayer.  "At  the  end  of  the  day  you  can 
fire  somebody  in  a  corporation,  but  here  you  can't  fire  a  faculty  member" 
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"TI  has  done  more  to  customize  and  optimize 
Windows  than  the  other  notebook  vendors." 

-  Windo  ws  Magazine,  Feb.  W 
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Performance 

Is  Getting 
Rave  Reviews. 


As  well  it  should. 

For  starters,  the  TravelMate 
4000  WinDX2™/50  notebook  computi 
comes  with  a  486  DX2  50MHz  processi 
for  increased  speed  and  performance 

It's  specifically  designed  to  powi 
up  into  built-in  Windows  in  15  second 

And  its  amazingly  long  battel 
life  is  made  possible  by  Tl's  superk 
power  management  system. 
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4  or  8MB  RAM std 

(20MB  mat. ) 
120  or  200MB  HDD 
5.6  pounds 


OR 

8MB  RAM  std. 
(20MB  mar  ) 
200MB  HDD 

6.3  pounds 


EXTENDING     YOUR  REACH 
WITH  INNOVATION" 


Texas 
Instruments 
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side  committee  concluded  the  school  was 
a  "hostile  climate  for  women." 

Then,  Rosenblum  took  heat  from  stu- 
dents when  he  canned  a  popular  profes- 
sor. Last  October,  an  anonymous  group 
of  black  students  issued  a  scathing  re- 
port alleging  racism  at  Darden.  Rosen- 
blum denies  the  charges.  "It  was  much 
harder  to  be  dean  at  the  end  of  my 
career  than  at  the  beginning,"  he  says. 


"Not  only  are  we  facing  more  economic 
pressures  but  also  more  public  scrutiny 
and  awareness." 

The  bottom  line:  Heading  a  B-school 
these  days  may  be  as  tough  as  or  tough- 
er than  running  a  company  in  the  age  of 
restructuring  and  heavy  layoffs.  "It's  a 
change-making  job:  If  you  don't  make 
change  you're  going  to  lose  your  job," 
says  B.  Joseph  White,  a  former  Cum- 


mins Engine  Co.  executive  who  now  i 
dean  of  the  University  of  Michigan' 
business  school.  But,  adds  White,  "yo 
can't  make  change  without  breaking  ch 
na,  and  that  probably  puts  a  cap  on  th 
length  of  time  you  can  be  effective. 
And  given  all  the  forces  at  work  on  I 
'schools  these  days,  the  cap  is  comin 
down  every  year. 

By  Lori  Bongiorno  in  New  Yor 


A  B-SCHOOL  THAT'S  A  CASE  STUDY  IH  BAD  MANAGEMENT 


After  chewing  up  four  deans  in 
eight  years,  the  University  of 
Colorado  College  of  Business  & 
Administration  in  Boulder  thought  it 
had  a  winner  last  July,  when  it  tapped 
Ralph  Z.  Sorenson.  Formerly  president 
of  Babson  College  in  Wellesley,  Mass., 
and  chief  executive  of  a  Massachusetts 
manufacturing  company,  "Bud"  Soren- 
son won  out  over  100  other  candidates. 
He  was  expected  to  "lead  us  to  great- 
ness," says  Robert  H.  Deming,  chair- 
man of  Columbia  (Mo.)  ap- 
pliance maker  Toastmaster 
Inc.,  who  was  on  the 
search  team.  The  dean's 
staff  was  so  enthused  that 
they  greeted  their  new 
boss  wearing  T-shirts  say- 
ing "This  Bud's  For  You." 

As  it  turned  out,  this 
Bud  wasn't  for  C.  U.  On 
May  4,  Sorenson  quit,  cit- 
ing as  motive  "noncollegial 
practices" — academese  for 
sabotage  and  back-stab- 
bing. Alarmed,  the  univer- 
sity on  May  24  took  what 
may  be  an  unprecedented 
step  in  business-school  his- 
tory: It  declared  what 
some  faculty  are  calling 
"martial  law"  at  the 
school — suspending  nor- 
mal operating  rules,  dis- 
banding existing  faculty 
committees,  and  installing  a  code  of 
conduct  that  will  include  sanctions 
against  unprofessional  behavior.  The 
message:  Even  tenured  professors  who 
cause  trouble  now  may  be  fired. 

Are  things  that  desperate  in  Boul- 
der? In  a  word,  yes.  By  just  about  all 
accounts,  the  historical  problems  at 
C.  U.  read  like  a  B-school  case  study  in 
bad  management:  lack  of  focus,  bu- 
reaucracy, resistance  to  change,  and 
underfunding.  "We  stink,"  says  one 
faculty  member.  "C.  U.  is  on  nobody's 
list  of  the  top  20  business  schools.  Hell, 
it's  not  even  in  the  top  40." 
The   way   he   tells   it,  Sorenson 


launched  a  turnaround  plan  aimed  at 
improving  the  school.  He  wanted  to  fo- 
cus on  entrepreneurship,  rather  than 
on  training  students  for  jobs  in  large 
corporations.  He  also  put  students  and 
the  business  community  ahead  of  fac- 
ulty. Says  Sorenson:  "I  felt  teaching 
was  more  important  than  research." 

Sorenson  says  his  plans  riled  dissi- 
dent faculty  members.  Emphasis  on 
such  skills  as  leadership,  teamwork, 
writing,  and  speaking,  says  Sorenson, 


Trouble  in  paradise:  Sorenson's  initiatives 
threatened  Boulder's  "functional  fiefdoms 


"broke  down  functional  fiefdoms" 
within  the  school.  "That's  a  scary 
thing.  There  was  a  resistance  on  the 
part  of  some  faculty  to  change."  In  the 
end,  says  Sorenson,  he  decided  that 
"life  was  too  short  to  live  in  such  a 
charged  atmosphere." 
buzz-saw  massacre.  Faculty  also 
may  have  been  miffed  by  his  emphasis 
on  student  concerns.  After  Sorenson 
held  a  "Breakfast  with  Bud"  meeting 
with  students,  one  professor  com- 
plained to  a  student:  "He  knows  your 
name  but  not  mine."  Another  griped 
that  when  Sorenson  opened  the  once 
sacrosanct  dean's  conference  room  to 


informal  meals,  his  first  guests  were 
students,  not  faculty. 

Sorenson's  faculty  critics,  however, 
say  the  real  problem  was  his  lack  of 
leadership.  "Bud  was  a  very  bad  man- 
ager," insists  Assistant  Finance  Pro- 
fessor Richard  H.  Jefferis  Jr.  He  says 
Sorenson's  strategic  plan  avoided  mak- 
ing hard  decisions  about  cutting  the 
school's  costs  and,  instead,  was  mostly 
rhetoric.  "It  says  things  like  we  should 
have  better  relationships  with  the  busi- 
ness community.  Well,  ev- 
ery faculty  member 
agrees  with  that,"  says 
Jefferis.  In  addition,  he 
charges,  Sorenson  had  a 
"bottomless  in-basket"  and 
failed  to  do  some  key  aca- 
demic chores. 

Whatever  the  truth,  Sor- 
enson clearly  walked  into 
a  political  buzz  saw.  Anon- 
ymous notes  began  to  ap- 
pear in  faculty  mail  boxes, 
attacking  his  record  and 
the  increased  involvement 
of  business  people  at  the 
school.  In  addition,  says 
John  M.  Hess,  professor  of 
marketing  and  internation- 
al business,  about  six  "in- 
cendiaries," out  of  a  facul- 
ty of  66,  consistently  tried 
to  subvert  reforms  at  the 
school.  Says  Hess:  "The 
vocal  few  took  over  because  the  rest  of 
us  said,  'I  want  to  get  some  work  done. 
I  don't  want  to  fight  you.'  " 

Sorenson  says  he  hopes  his  decision 
to  step  down  "will  provide  shock  thera- 
py" that  will  get  the  school  back  on 
track.  It's  not  going  to  happen  soon. 
The  university  says  it  will  name  an 
interim  dean  by  June,  probably  an  in- 
sider but  not  a  member  of  the  business 
school.  It  won't  launch  a  search  for  a< 
permanent  dean  until  the  school  is 
straightened  out.  Then  again,  anyone 
who  can  fix  up  this  mess  would  proba- 
bly make  a  pretty  good  dean. 

By  Sandra  D.  Atchison  in  Denver 
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How  well  can  your  800  service 
control  heavy  traffic? 


When  too  many  customers  call  your  business 
simultaneously,  they  can  turn  your  smoothly-flowing 
800  traffic  into  gridlock.  Callers  can't  get  through. 
And  rather  than  stay  on  hold  indefinitely  they  could 
choose  to  take  their  business  elsewhere. 

Fortunately  Sprint  has  devised  a  number  of  alter- 
nate routes  to  make  sure  you  get  every  call  in  the 
midst  of  busy  800  traffic.  For  instance,  our  800  Call 
Director5"  features  a  unique  graphic  interface  that 
lets  you  redirect  your  800  traffic  with  point-and-click 
convenience. This  makes  it  easy  to  reroute  calls, 
even  as  your  call  center  is  reacting  to  its  own  version 
of  rush  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

For  the  perfect  800 
service,  guaranteed, 
follow  Sprint?"  Call 
1-800-827-4800. 


Sprint 


Call  for  details  of  guarantee.  New  800  customers  only.  ©  1993  Sprint  Communications  Company  L.R 
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UNDER  THE  GUN 

An  Independent  commission  in 
late  May  recommended  closure 
of  37  military  installations 
across  the  U.S. -stepping  up  the 
pressure  on  defense-dependent 
states  to  develop  workable 
conversion  schemes. 

1992'S  DEFENSE-RELATED  PRODUCT 
AS  A  PERCENT  OF  TOTAL  STATE  PRODUCT 


ALASKA 

7.6°, 

HAWAII 

7.0 

VIRGINIA 

6.8 

CALIFORNIA 

6.1 

WASHINGTON 

5.1 

MISSISSIPPI 

4.8 

MARYLAND 

4.7 

CONNECTICUT 

4.3 

NEW  MEXICO 

4.1 

SOUTH  CAROLINA 

3.9 
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REMEMBER  THOSE  BIG 
FEDERAL  SAVINGS? 


►  It  seemed  like  a  good  idea 
at  the  time.  But  a  move  to 
more  short-term  borrowing 
by  the  Treasury  Dept.  won't 
save  the  $16.4  billion  original- 
ly expected  through  1998,  the 
Clinton  Administration  now 
says.  The  White  House  bud- 
get office  said  on  May  25 
that  eliminating  the  sale  of 
seven-year  notes,  cutting  30- 
year  bond  offerings  in  half, 
and  increasing  borrowings  of 
two-  and  three-year  notes 
would  save  just  $10.8  billion. 
The  Congressional  Budget 
Office  puts  the  savings  at  a 
mere  $6.4  billion.  There  will 
be  no  savings  at  all  if  short 
rates  take  off,  as  some  pri- 
vate economists  expect. 


SOME  RULE-BENDING 
AT  THE  WHITE  HOUSE 


►  Do  as  I  say  and  not  as  I 
do?  Clinton  Administration 
officials  said  they  were 
shocked  to  learn  on  May  17 
that  the  White  House  travel 


office  had  regularly  used  a 
charter  airline  without  first 
seeking  competitive  bids. 
They  were  also  upset  when 
kpmg  Peat  Marwick  reported 
that  the  air-charter  operator 
had  not  signed  a  government 
contract.  But  White  House 
officials  should  check  out 
their  own  relationship  with 
Peat  Marwick.  The  legal 
counsel's  office  asked  the  ac- 
counting firm  to  conduct  the 
review  without  seeking  com- 
petitive bids.  Nor  did  Peat 
ever  sign  a  contract.  Federal 
regulations  require  that  all 
executive  agencies  seek  com- 
petitive bids  from  outside 
suppliers,  and  that  they  sign 
contracts  requiring  private 
companies  to  follow  various 
rules.  The  bill  for  this  epi- 
sode of  rule-bending?  Based 
on  common  accounting 
charges,  at  least  $45,000. 


UEBERROTH: 

TAKE  ME  OUT,  COACH 


►  Former  Baseball  Commis- 
sioner Peter  Ueberroth 
knows  when  to  quit.  With  the 
Rebuild  L.  A.  effort  in  tur- 
moil, the  Los  Angeles  busi- 
nessman on  May  21  stepped 
down  as  the  organization's 
co-chairman.  Rebuild  L.  A. 
has  received  $500  million  in 
commitments  from  corpora- 
tions willing  to  invest  in 
South  Central  Los  Angeles. 
But  it  is  still  well  short  of  its 
goal  of  revitalizing  the  inner 
city  and  has  been  plagued  by 
political  sniping  from  L.  A.'s 


HOW  ABOUT  A  POPESICLE? 


:  ^ 

Attention,  Catholic  shoppers: 
The  500,000  faithful  expected  at 
the  World  Youth  Day  confer- 
ence in  Denver,  Aug.  11  to  15, 
where  Pope  John  Paul  II  will 
say  Mass,  will  be  able  to  take 
home  a  host  of  Pope-abilia.  On 
sale:  everything  from  Pope 
Scopes  for  viewing  His  Holiness 
to  T-shirts  bearing  a  picture  of 
the  Pope  in  a  thumbs-up  gesture 
and  the  words  "Most  Excellent." 

"We  wanted  to  show  the  Church  has  a  sense  of  humor,' 
says  John  C.  Lemke  of  Famous  Artists  Merchandising  Ex 
change,  which  won  the  job  of  approving  220  souvenirs  or 
behalf  of  World  Youth  Day,  co-sponsored  by  the  Pontifiea 
Council  for  the  Laity  and  the  U.  S.  Catholic  Conference  o! 
Bishops.  Some  items  tested  the  Church's  sense  of  decorum  anc 
lost,  like  a  "Pope  on  a  Slope"  sculpture  of  His  Holiness  skiing 
down  a  mountain.  Says  a  conference  spokeswoman:  "There  is  £ 
fine  but  delicate  balance  between  appropriate  and  tacky." 


black  leaders.  Ueberroth's 
departure  tarnishes  his  gold- 
en-boy image,  first  created 
when  he  organized  the  huge- 
ly successful  1984  Olympics. 


SEAGRAM  TAKES  A 
MULTIMEDIA  GULP 


►  Edgar  M.  Bronfman  has 
seen  the  future,  and  it  is  mul- 
timedia. That's  the  subtext  of 
his  May  26  disclosure  that 
Seagram  has  bought  21.1  mil- 
lion shares  of  Time  Warner 
stock.  Bronfman,  CEO  of  the 
Montreal-based  liquor  giant, 
said  in  a  13D  filing  with  the 
Securities  &  Exchange  Com- 
mission that  Seagram  bought 
its  5.7%  stake  "solely  for  pur- 


poses  of  investment."  Sea 
gram  also  filed  with  the  Fed 
eral  Trade  Commission  undei 
the  Hart-Scott-Rodino  Anti 
trust  Improvements  Act  foi 
permission  to  boost  its  stake 
to  15%. 

Bronfman's  disclosure 
comes  a  week  after  Time 
Warner  clinched  a  $2.5  billior 
strategic  alliance  with  region 
al  telephone  company  U.  S 
West.  By  linking  up  with 
U.  S.  West,  Time  Warner  is 
accelerating  a  plan  to  offer 
sophisticated  multimedia  ser- 
vices over  its  cable  system, 
Seagram  began  buying 
shares  on  Feb.  2,  when  ru- 
mors of  the  deal  began  tc 
move.  Time  Warner  "is  the 
best  positioned  company  tc 
benefit  from  future  growth'1 
in  the  media  business,  Bronf- 
man said  in  a  statement. 

Seagram  owns  24.3%-  ol 
chemical  giant  DuPont.  But 
it  has  no  other  major  media 
investments.  A  Seagram 
spokesman  says  the  company 
only  informed  Time  Warnei 
of  its  purchase  on  May  26 
But  Bronfman  insists  that  he 
intends  to  support  Time 
Warner's  management.  Foi 
its  part,  Time  Warner  says 
"we're  happy  to  have  therr 
as  shareholders."  The  compa- 
ny's stock,  which  has  riser 
sharply,  closed  at  38  on  Ma> 
26,  up  lu/32. 
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Semiconductors  •  Integrated  CmtWs  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors 


The  PROTEUS™  CM-200  radio 
by  Motorola  does  o  remarkable 


EMPTY  SPACE  INSIDE  THIS  RADIO  MAY  BE 

FTC  AAfYvT  IAADORTAKIT  PC  ATI  IDF  job  of  keeping  pilots  and  oir  traffic  controllers  in  voice 
II J  /YlV/JI  l/YVr  WlilMI  1 1  I  LnJ  U  iSLt  contact.  Not  only  can  it  pick  up  radio  transmissions  that 
are  slightly  off-frequency  it  offers  uncompromising  performance  when  operating  with  other  radios  nearby.  But  the  real 
news  is  what  this  radio  doesn't  do -yet.  Because  communication  technology  ond  the  needs  of  aviation  advance  so  rapidly 
we  designed  it  with  enough  space  to  accommodate  upgrades  that  don't  exist  today.  That  way  the  radio  that's  new  today 
will  still  be  new"  decades  down  the  road.  For  Motorola,  this  focus  on  the  future  is  just  one  more  way  we  focus  on  quality. 


MOTOROLA  Quality  Means  The  World  To  Us: 


®,  Motorola,  ond  PROTEUS  ore  trademarks  of  Motorolo.  Inc.  ©  1993  Mdtorolo.  Inc. 


The  1992  Results  Are  In: 

THE  GUARDIAN  IS 
THE  BEST  OF  THE  BEST 


Strong,  Vital,  Focused  and  Committed: 
1992  Was  Another  Outstanding  Year  for  The  Guardian. 


1992  Return  on  Assets 


Profitability:  The  Key  to  Long-Term  Value 

In  a  year  in  which  we  experienced  record  sales  growth,  The 
Guardian  showed  a  significant  gain  in  operations  in  1992.  But  we 
didn't  reap  this  gain  at  the  expense  of  products,  services  or  future 
operations.  In  1992,  we  also  paid  out  a  record  amount  of  policy- 
owner dividends,  introduced  major  new  product  innovations  and 
strengthened  the  Company's  reserves  which  back  future  claims. 

Asset  for  asset,  The  Guardian  is  one  of  the  most  efficient  finan- 
cial institutions  in  the  world.  Our  $117  million  1992  Operating 
Gain  is  bigger  than  that  of  companies  two  and  three  times  our 

Asset  size. 


Capitalization 

The  Guardian 

Company  F 
Company  A 
Company  G 
Company  B 
Company  D 

Company  E 
Company  C 
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Our  Capital  Strength  Is  Our  Net  Worth 

The  Guardian's  16.4%  Capitalization  Ratio  is  outstanding  .  .  . 
not  only  when  compared  to  an  average  life  insurance  company, 
but  when  compared  to  the  very  best  insurers. 

Because  of  The  Guardian's  Capital  position,  we  can  invest  in 
the  Company's  future  .  .  .  without  incurring  debt  of  any  kind. 
Capital  strength  means  we  have  the  flexibility  to  continually 
improve  our  products  and  the  services  we  offer. 


NOTE:  Companies  A  through  G  are  actual  life  insurance  companies  included  for 
comparison  purposes  on  the  basis  that  they  are  highly  rated  by  the  top  indepen- 
dent industry  rating  agencies,  and  are  considered  to  be  similar  to  The  Guardian  in 
markets  and  organization  The  comparison  includes  the  parent  of  all  companies 
remaining  with  the  highest  Aaa  rating  from  Moody's. 


We  Won't  Have  to  Mortgage  the  Future 
to  Pay  for  the  Past 

We  won't  have  to  make  up  for  past  investment  mistakes  out  of  next 
year's  policy  dividends  because  essentially,  we  didn't  make  any. 

For  every  dollar  of  Moody's-defined  net  worth,  The  Guardian 
has  less  than  1C  in  troubled  real  estate  or  defaulted  bonds. 

And  The  Guardian's  current  credit  reports  are  testimonies  to  our 
excellent  investment  record  of  generally  out-performing  the  market. 

Increase  in  Dividends  Paid  to  Life  Policyowners  1988-1992 


The  Guardian 

Company  A 
Company  E 
Company  F 
Company  B 
Company  D 
Company  G 
Company  C 
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Financial  Strength  PLUS... 

The  Company's  bottom  line  isn't  the  only  measure  to  gauge  our 
success.  Over  the  last  five  years,  The  Guardian's  total  payout  to 
individual  life  insurance  policyowners  has  grown  a  remarkable 
40%,  outdistancing  all  other  quality  companies.  And,  we  haven't 
missed  a  dividend  year  since  we  began  selling  insurance  in  1868. 

Put  us  to  the  test  for  your  next  purchase. 

Call  1-800-662-1006 

You'll  learn  more  about  the  financial  strength  of  The  Guardian 
and  more  about  our  superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Reinsurance,  Disability  Income 
Protection,  Equity  Products,  or  Asset  Management*. 


^  The  Guardian 

The  Intelligent  Choice5" 

Since  1860 


Equity  products  are  offered  through  Guardian  Investor  Services  Corporation  , 
a  wholly-owned  subsidiary  of  The  Guardian  Insurance  and  Annuity  Company. 

£  1993  The  Guardian  Life  Insurance  Company  of  America 
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\  BAD  CASE  OF  CLINTONITIS 
IT  COMMERCE 


Political  savvy  and  a  fat  Rolodex  can  get  you  a  long 
way  in  Washington.  But  sometimes,  it's  just  not  enough. 
Ask  Commerce  Secretary  Ronald  H.  Brown. 
The  successful  lawyer-lobbyist  and  Democratic  Party  chair- 
In  took  the  job  in  January  with  high  promise.  He  wasn't  go- 
g  to  be  just  another  pol  handed  the  Commerce  job  as  a  re- 
ard.  President  Clinton  told  him  to  make  the  sleepy 
jpartment  the  lead  agency  in  coordinating  trade  and  industri- 
policy  and  to  launch  a  splashy  export-promotion  push. 
Brown  got  off  to  a  strong  start,  allying  himself  with  Admin- 
tration  trade  hawks,  including  U.  S. 
rade  Representative  Mickey  Kantor  and 
ouncil  of  Economic  Advisers  Chairman 
aura  D'Andrea  Tyson.  It  looked  as  if 
ommerce  might  at  last  take  its  rightful 
ace  at  the  head  of  the  trade  table. 
But  Brown  seems  to  have  been  struck 
ith  a  case  of  Clintonitis.  The  symptoms: 
enetic  activity,  but  an  inability  to  concen- 
■ate  on  the  main  task.  "His  initial  focus 
as  perfect,"  says  a  longtime  friend,  "then 
seemed  to  get  away  from  him." 
ILL  agenda.  Brown  has  been  a  whirl- 
ind.  He  has  surprised  chief  executives, 
ich  as  trw's  Joseph  T.  Gorman,  with 
p-in  visits  and  has  barnstormed  the 
>untry  in  support  of  Clinton's  economic 
rogram  while  promoting  "bottom-up  government 
artnership"  with  business.  He  is  trying  to 


BROWN  HAS  LOST  HIS  FOCUS  ON  TRADE 


and  a "new 
fulfill  a  White 

ouse  mandate  to  act  as  civilian  technology  czar,  launching  an 
nprecedented  government-industry  partnership  to  design  a 
ew  generation  of  pollution-free  supercars.  And  Brown  has 
een  an  effective  lobbyist  for  Commerce,  winning  approval 
■om  the  Office  of  Management  &  Budget  for  an  additional  $1 
illion  for  the  National  Institute  of  Standards  &  Technology, 
hich  promotes  private-sector  development  of  new  technology. 
1  his  spare  time,  Brown  has  been  looking  for  ways  for  Wash- 
igton  to  help  revive  the  shell-shocked  economy  of  California. 


But  none  of  this  is  helping  Brown  build  Commerce's  trade 
franchise.  His  ambition  to  boost  the  department's  role  suffered 
a  serious  blow  on  May  19  when  his  choice  for  the  No.  2  job, 
former  Cray  Research  Inc.  Chairman  John  A.  Rollwagen, 
abruptly  withdrew  his  name.  Rollwagen's  nomination  had 
been  under  the  cloud  of  a  Securities  &  Exchange  Commission 
insider-trading  investigation  (page  30). 

The  failed  appointment  leaves  a  gaping  hole  at  Commerce. 
Rollwagen,  an  experienced  exporter  and  tough  critic  of  Japa- 
nese market  restrictions,  was  to  take  charge  of  Commerce's 
trade  effort.  "This  is  a  disaster,"  says  an 
executive  being  considered  for  an  Admin- 
istration post. 

BEST  BRAINS.  Brown  would  like  to  find  a 
first-tier  CEO  to  replace  Rollwagen,  but 
is  having  trouble  hiring  one.  In  the  mean- 
time, Brown  has  stepped  up  pressure  on 
the  White  House  to  nominate  investment 
banker  Jeffrey  Garten  of  Blackstone 
Group  as  Under  Secretary  for  Interna- 
tional Trade.  He  is  courting  Tokyo-based 
American  Telephone  &  Telegraph  Co.  ex- 
ecutive Glen  Fukushima  for  a  top  trade 
post.  And  AlliedSignal  Inc.  executive 
Mary  L.  Good  was  just  nominated  as  Un- 
der Secretary  for  Technology. 

Brown,  a  very  successful  party  chair- 


man, gets  credit  for  having  one  of  the  best  political  brains  in 
Washington.  "He  has  the  capacity  to  be  an  extraordinary  influ- 
ence over  policy,"  says  Bush  Administration  Commerce  official 
Wayne  L.  Berman.  "He  understands  the  need  to  be  flexible." 

Aides  say  Brown  is  revising  his  agenda.  "What  you  will  see 
in  the  next  couple  of  months  is  a  guy  focused  on  trade  pro- 
motion with  the  overarching  vision  being  expansion  of  jobs," 
says  Commerce  Chief  of  Staff  Robert  J.  Stein.  But  unless  he 
acts  quickly,  Ron  Brown  may  never  become  a  candidate  for  a 
Malcolm  Baldrige  National  Quality  Award. 

By  Douglas  Harbrecht  and  John  Carey 


lAPITAL  WRAPUP I 


HIGH  TECH 


Labor  Secretary  Robert  B.  Reich's 
unconventional  views  on  industrial 
policy  are  causing  unease  within  the 
Clinton  Administration.  In  a  note  to 
U.  S.  Trade  Representative  Mickey 
Kantor,  Reich  argues  that  it's  no  prob- 
lem if  most  computer  manufacturing 
moves  abroad.  "Computers. . .  are  no 
longer  high-wage  exports,"  he  writes. 
"Most  computer  hardware  is  now  a 
commodity."  He  advocates  letting  de- 
veloping countries  take  over  low-value- 
added  manufacturing— though  Clinton 
opposed  such  transfers  during  the  cam- 
paign. Reich  also  brands  as  useless  the 
U.  S. -Japan  semiconductor  pact,  which 


requires  the  Japanese  to  buy  20%  of 
their  chips  from  foreign  sources.  He 
says  75%  of  the  chips  counted  as  U.  S.- 
made  are  actually  fabricated  in  Japan. 
But  the  Semiconductor  Industry  Assn. 
says  the  correct  figure  is  closer  to  25%. 

RETRAINING  

■  s  former  Vice-President  Dan  Quayle 

■  getting  ready  for  a  new  career  in 
the  foreign  exchange  pits?  Between 
rounds  of  golf,  he's  being  tutored  by 
his  former  national  security  adviser, 
Karl  Jackson,  now  a  foreign  exchange 
analyst,  on  the  ins  and  outs  of  the  $1 
trillion-a-day  currency  markets.  Quayle, 
though,  says  he's  merely  boning  up  on 
a  vital  issue  in  international  economics. 


IRAQGATE 


House  Banking  Committee  Chair- 
man Henry  B.  Gonzalez  (D-Tex.), 
who  was  constantly  frustrated  by  Bush 
Administration  stonewalling  of  his 
probe  of  U.  S.  support  for  Iraq  before 
the  gulf  war,  isn't  getting  much  more 
cooperation  from  the  Clinton  White 
House.  The  committee  is  still  having 
trouble  getting  documents  on  allegedly 
illegal  loans  to  Iraq  by  the  Atlanta 
branch  of  Italy's  Banca  Nazionale  del 
Lavoro.  Staffers  trying  to  wrap  up  a 
report  on  bnl  aren't  sure  whether  the 
Clintonites  have  discovered  executive 
privilege  or  whether  they  just  haven't 
gotten  their  act  together. 


SHINGTON  OUTLOOK 
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From  flash  photos  to  fresh  milk,  more  global  companies  I 

BECAUSE  Citibank  combines  the  strength  of  its  unmatched  global  presence  with  firsthand  local  mark 
knowledge  to  benefit  clients  worldwide.  BECAUSE  Citibank  has  established  an  extraordinary  recoi 
in  foreign  exchange,  ranked  number  one  bv  customers  worldwide  for  15  consecutive  years.  B  E  C  A  U  S 


dak  and  Borden  choose  Citibank  than  any  other  bank. 

ibank  provides  customized  cash  management  solutions  for  the 
rld's  largest  companies  in  more  countries  than  any  other  bank. 

ECAUSE  THE   CITI   NEVER   SLEEPS.  CITIDAN<0 


[ 


nternational  Business 


FRANCE  I 


FRANCE  WANTS  OUT 
OF  BUSINESS 


Balladur's  sell-off  of  state-owned  companies  ends  the  dirigiste  era 


i 


m  not  a  rigid  man,  not  at  all," 
French  Prime  Minister  Edouard 
Balladur  stressed  during  a  recent 
interview  on  national  TV.  Not  that  his 
fellow  citoyens  need  convincing  these 
days.  If  anything,  voters  who  swept  the 
courtly  Balladur's  conservative  coalition 
into  power  two  months  ago  are  conclud- 
ing that  he  may  be  desperate  enough  to 
try  anything  to  turn 
around  France's  deep- 
ening economic  crisis. 

After  pushing 
through  an  austerity 
budget  that  raised  con- 
sumer taxes  and  aimed 
to  consolidate  his  credi- 
bility as  a  hard-money 
zealot,  Balladur  on 
May  25  did  an  about- 
face.  He  unveiled  plans 
to  float  a  $7  billion 
bond  issue  intended  to 
stimulate  the  economy 
with  public  works  and 


rein  in  galloping  unemployment,  now  at 
10.7'  I .  A  day  later,  he  filled  out  his  blue- 
print with  a  plan  to  privatize  21  state- 
owned  companies,  including  such  family 
jewels  as  Air  France,  Renault,  Banque 
Nationale  de  Paris,  Thomson,  and  mon- 
ey-losing computer  maker  Groupe  Bull. 

The  conservatives  say  they  are  only 
continuing  down  the  list  of  privatizations 


WHAT  THE  AUCTIOH 
COULD  PULL  IN 


Company 


Industry 


RENAULT 


Motor  vehicles 


ELF  AQUITAINE 


OH 


AGF 


Insurance 


BNP 


Banking 


RHONE-POULENC  Chemicals 


THOMSON 


Electronics 
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CASH— NOT  JUST  IDEOLOGY— IS 
BEHIND  BALLADUR'S  BOLD  PLAN 


*  Assumes  state  share  cut  to  34% 

DATA  LEHMAN  BROS  INTERNATIONAL.  BUSINESS  WEEK  ESTIMATES 


they  began  when  last  in  power,  fron 
1986  to  1988.  Yet  Balladur  appears  head 
ed  for  a  bold  break  with  the  postwa 
chapter  of  state  capitalism,  or  dirigisme 
that  dates  back  to  the  Gaullist  era.  Fo 
one  thing,  the  20%  cap  on  foreign  invest 
ment  imposed  on  the  1986  sell-offs  ha; 
been  lifted.  That  means  such  proud  na 
tional  symbols  as  Air  France  and  Re 
nault  could  conceivably  fall  under  thi 
sway  of  foreign  companies.  Clearly,  th< 
French  state — often  referred  to  as  thi 
Shareholder — wants  out  of  the  busines; 
of  business.  Says  Economics  Ministe 
Edmond  Alphandery:  "Almost  every 
where  in  the  world,  vast  privatization: 
have  been  undertaken.  France  ha: 
stayed  on  the  sidelines  for  too  long." 
BIG  NAMES.  Along  with  such  high-mind 
ed  principles,  the  government  is  beinj 
driven  by  a  desperate  need  for  cash.  Bal 
ladur  needs  to  bring  down  the  budge 
deficit,  which  is  ap 
proaching  6%  of  gros: 
domestic  product. 

Yet  making  majo 
cuts  in  costly  social  se 
curity  programs  woul( 
be  political  suicide.  S< 
privatization  seems  t» 
be  Balladur's  only  al 
ternative.  His  plan  is  t< 
raise  cash  quickly  for  ! 
jobs  program  througl 
the  $7  billion  bond  is 
sue,  then  pay  down  thi 
new  debt  in  the  nex 
year  with  $7  billion  ii 


Potential  proceeds* 


$3.37 


2.90 


2.26 


1.21 


0.61 


0.44 
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roceeds  from  privatization.  In  all,  the 
rench  government  could  raise  up  to  $90 
illion  from  selling  assets,  estimates 
iers  Butler,  an  analyst  in  broker  Bar- 
ig  Securities'  Paris  office. 

Balladur  is  planning  to  put  some  of 
le  biggest  corporate  names  in  France 
(i  the  block.  He'll  likely  start  this  fall 
■ith  companies  such  as  Elf  Aquitaine, 
NP,  and  perhaps  insurer  AGF  (table), 
ince  Balladur's  last  stint  as  Finance 
[inister  in  1986,  France's  big  oil,  drug, 
nd  insurance  companies  have  stream- 
ned  operations.  AGF  and  BNP,  for  in- 
ance,  are  managed  pretty  much  the 
ay  their  private-sector  rivals  are. 

Yet  for  some  companies,  such  as  elec- 
•onics  maker  Thomson  and  national  car- 
er Air  France,  privatization  could  be  a 
loment  of  painful  truth.  Air  France  lost 
507  million  last  year  and  recently 
irned  to  the  state  for  an  infusion  of 
272  million.  A  private  Air  France  would 
;rtainly  have  to  cut  its  bloated  work 
>rce  by  as  much  as  30%.  And  a  priva- 
zed  Thomson  would  find  its  lackluster 

1  operations  in  Europe  and  the  U.  S. 
nder  intense  scrutiny  from  new  share- 
alders.  In  contrast,  privatization  could 

2  liberating  for  Renault,  France's  flag- 
lip  auto  maker.  Under  Chairman  Louis 
chweitzer,  the  company  has  radically 
structured  itself,  produced  spiffy  new 
lodels,  and  readied  itself  for  tough  new 
)mpetition  from  the  Japanese.  It's  now 
)!idly  profitable. 

ULLED  APPETITES.  Whether  investors 
ill  be  wowed  is  debatable.  They  may 
;el  a  little  leery  of  what  they  are  being 
ffered.  Take  the  effort  to  privatize  BNP, 
ranee's  second-largest  commercial 
ink.  It  will  benefit  from  the  experience 
F  Michel  Pebereau,  who  charted  the  pri- 
atization  of  Credit  Commercial  de 
ranee  during  the  last  conservative 
;ign.  Yet  even  Pebereau,  who  is  taking 
rer  as  chairman,  will  struggle  with 
iluing  BNP's  $140  billion  in  loans  out- 
ending,  half  of  them  outside  France. 

You  might  think  the  nationalist 
rench  would  flock  to  buy  shares  in 
leir  home  companies,  but  recession  and 
igher  taxes  could  dull  their  appetites.  A 
ewspaper  poll  just  published  indicates 
lat  only  14%  of  the  French  intend  to 
ay  shares  in  the  privatized  companies, 
hat's  only  a  bit  higher  than  the  11% 
'ho  participated  in  the  1986-88  sell-off 
nd  not  very  encouraging  for  a  privati- 
ition  effort  of  this  size.  The  news  of 
ig  layoffs  spurred  by  privatization 
)uld  further  dampen  public  enthusiasm. 

Balladur  is  aware  of  all  this,  and  the 
ressure  to  modify  his  radical  program 
)uld  be  intense.  But  with  the  rest  of  the 
ontinent  adrift,  he  has  a  chance  to  posi- 
on  French  industry  for  a  strong  re- 
ound  when  Europe's  long-awaited  re- 
)very  finally  arrives. 

By  Bill  Javetski  in  Paris 


GERMANY  I 


CRUNCH  TIME 

FOR  GERMANY'S  UNIONS 


Suddenly,  labor  must  bargain  without  its  savvy,  charismatic  leader 


German  workers  now  earn  more 
pay  and  benefits  for  less  work 
than  any  others  in  the  world. 
They  can  thank  Franz  Steinkiihler  for 
that.  As  the  charismatic  chairman  of 
Germany's  biggest  labor  union,  the  3.3 
million-member  IG  Metall,  since  1986,  he 
led  the  fight  for  a  35-hour  week  and 
higher  wages.  Battling  employers  in 
good  times  and  com- 
promising in  bad,  he 
was  the  epitome  of  the 
modern  labor  leader. 

Now,  German  work- 
ers have  to  find  a  new 
champion  just  when 
they're  in  the  hot  seat. 
Steinkiihler  resigned 
from  his  union  post  on 
May  25  because  of 
share  trades  tainted 
by  a  suspicion  of  insid- 
er dealing. 

His  abrupt  depar- 
ture comes  at  a  critical 
juncture  for  the  labor 
movement  in  Germa- 
ny. Unions  are  still 
trying  to  push  claims 
for  pay  parity  between 
east  and  west  German 
workers.  IG  Metall,  for 
instance,  recently 
called  70,000  east  Ger- 
man members  on 
strike  for  26%'  pay 
raises.  The  unions  are 
also  part  of  an  effort 
to  forge  a  new  social 
compact  with  manage- 
ment and  government 
to  restore  lost  competi- 
tiveness to  Germany's 
$2  trillion  economy. 
Chancellor  Helmut 
Kohl  would  like  to  see 
the  unions  trade  mod- 
eration on  wages  and 
work  rules  for  job 
security. 

weaker  left.  It  is  still  to  be  seen  wheth- 
er Steinkiihler's  departure  will  make 
these  negotiations  easier.  On  one  hand, 
his  absence — along  with  the  recent  res- 
ignation of  Social  Democratic  Party  lead- 
er Bjorn  Engholm — has  weakened  the 
left.  That  helps  Kohl  push  measures  the 
left  opposes,  such  as  raising  personal 
taxes  to  cut  budgets  while  reducing  lev- 
ies on  business  to  stimulate  a  recovery. 


WHAT'S  NEXT  FOR 
GERMAN  LABOR? 


►  Workers  will  trade  wage 
moderation  for  job  security 

►  Union  cooperation  with 
the  government  on  new  so- 
cial compact 

►  Rules  for  union  directors 
on  boards  will  tighten 


Other  big  German  unions,  such  as 
those  of  chemical  and  public-sector 
workers,  are  already  accepting  real 
wage  freezes.  But  IG  Metall  has  been 
hanging  tough.  And  its  probable  new 
leader,  Klaus  Zwickel,  a  chief  wage  bar- 
gainer, may  feel  the  need  to  slow  things 
down  in  order  to  prove  himself.  Says 
Zwickel:  "This  is  a  struggle  about  Ger- 
many's social  and  po- 
litical future." 

It  was  in  part  Stein- 
kiihler's ability  to  talk 
to  management  that 
may  have  been  his  un- 
doing. Under  Germa- 
ny's co-determination 
system,  unions  hold 
about  30%  of  seats  of 
the  supervisory  boards 
of  big  companies. 
Steinkiihler  was  depu- 
ty chairman  of  Volks- 
wagen and  a  member 
of  the  Daimler  Benz 
and  Thyssen  boards.  It 
was  his  trading  in 
shares  of  Mercedes 
Automobil  Holding 
and  Fokker  ahead  of 
price-sensitive  moves 
by  Daimler's  board 
that  toppled  him. 
Steinkiihler  turned 
over  his  profits  on  the 
trades  to  IG  Metall 
strike  funds  and  de- 
nies any  wrongdoing. 

But  even  apart  from 
a  conflict  of  interest,  it 
doesn't  go  down  easily 
with  the  rank  and  file 
when  its  leaders  own 
shares  of  companies  in 
the  midst  of  layoffs. 
Mercedes  is  cutting  its 
work  force  by  nearly 
30,000  over  two  years. 
But  big  companies 
aren't  likely  to  take 
advantage  of  this  moment  to  beat  up 
unions.  With  one-quarter  of  Germany's 
manufacturing  base  destined  to  flee 
abroad  by  the  end  of  the  century,  indus- 
try needs  labor  leaders  of  Steinkiihler's 
former  stature  to  broker  changes.  Only 
unions  can  sell  painful  restructuring  as 
the  price  of  continued  high  wages  and  a 
broad  social  safety  net. 

By  John  Templeman  in  Bonn 
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SOUTH  KOREA  I 


HYUNDAI'S 
GUTSY  GAMBIT 


It  really  is  dismantling  its  $52  billion  empire.  Other  chaebol  may,  too 


Few  Koreans  believed  Hyundai 
group  founder  Chung  Ju-Yung 
when  he  announced  last  December 
that  he  would  dismantle  the  Hyundai 
Group,  the  country's  largest  chaebol,  or 
conglomerate.  Chung  had  just  finished  a 
dismal  third  in  the  country's  presidential 
election,  but  as  head  of  Hyundai 
he  remained  one  of  the  most  pow- 
erful men  in  South  Korea.  And  in 
the  past,  similar  promises  to  re- 
form the  mighty  Korean  chaebol 
had  resulted  in  few  changes. 

"Big  Chung"  proved  the  skep- 
tics wrong  on  May  22,  when  he 
detailed  his  plan  to  break  up  the 
$52  billion  Hyundai  empire. 
Chung's  proposals  call  for  spin- 
ning off  some  of  Hyundai's  com- 
panies, unloading  his  family's  con- 
trolling interest  in  others,  and 
consolidating  those  that  are  left. 
Hyundai  sources  say  that  even 
more  drastic  changes  will  follow. 

Chung's  move  should  have 
sweeping  impact  on  other  con- 
glomerates facing  pressure  to 
loosen  their  stranglehold  on  Ko- 
rea's economy.  The  chairmen  of 
other  chaebol,  such  as  Daewoo, 
Samsung,  Lucky-Goldstar,  and 
Sunkyong,  also  will  be  forced  to 
reorganize  if  Chung's  gambit 
works.  Their  goal  will  be  partly  to 
offset  criticism  from  the  new  gov- 
ernment of  President  Kim  Young- 
Sam.  But  at  the  same  time,  they 
want  to  revitalize  their  manage- 
ment ranks  to  compete  globally. 
after  55  years.  Dismantling 
Hyundai's  network,  which  ac- 
counts for  about  10%'  of  Korea's 
gross  national  product,  will  be 
painful  for  Chung,  who  in  his  55 
years  at  the  helm  has  made  it  Ko- 
rea's biggest  chaebol.  He  will  sell 
his  family's  controlling  interest  in 
Hyundai  Heavy  Industries  Co., 
Hyundai  Merchant  Marine  Co., 
and  three  other  companies.  The 
group  will  also  sever  ties  with  its 
insurance,  hotel,  and  department 
store  companies.  By  yearend, 
Hyundai  could  be  broken  into  sev- 
en groups  managed  by  Chung's 
sons,  says  a  company  source. 

The  drastic  plan  is  a  bold  move 
by  Chung  to  salvage  whatever  he 


can  of  Hyundai.  A  government  crack- 
down has  led  to  an  imposition  of  millions 
in  back  taxes  and  the  jailing  of  Chung's 
fifth  son  on  tax-fraud  charges.  Big 
Chung  himself  is  facing  trial  on  several 
counts  of  election-law  violations  and  em- 
bezzlement of  corporate  funds.  With  so 
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CHANGES  COME  TO 
KOREA'S  CHAEBOL 


1992  SALES 

HYUNDAI  $52  billion 

Selling  controlling  interests  in  heavy 
manufacturing  and  shipping.  Depart- 
ment stores,  hotels,  and  insurance 
operations  to  be  separated  from  group 

SAMSUNG  $50  billion 

Will  focus  on  core  electronics, 
machinery,  and  chemical  busi- 
nesses. Family  is  ceding  more 
control  to  professional  managers. 

DAEWOO  m  billion 

Group's  20  companies  to  be  re- 
duced to  five  by  1 994.  Chairman 
Kim  Woo-Choong  is  bringing  in 
corps  of  younger  managers. 

LUCKY-GOLDSTAR    $31  billion 

Company  presidents  getting 
more  authority.  Several  sub- 
sidiaries have  been  merged. 


many  troubles,  Chung  needed  to  make 
dramatic  gesture  to  satisfy  Kim.  "Th 
changes  should  be  for  real,"  says  a 
aide  to  Kim. 

Other  tycoons  have  also  accepted  tht 
it's  time  to  alter  their  groups'  centra 
ized  structures.  The  Lucky-Goldsta 
Group,  the  electronics  and  petrochem 
cals  giant,  has  given  autonomy  to  man 
of  its  company  presidents  and  merge 
several  subsidiaries.  Chairman  Kii 
Woo-Choong  of  Daewoo  is  bringing  in 
corps  of  younger  managers.  By  1994, 
source  says,  he  will  reduce  his  20  men 
ber  companies  to  five  major  independer 
units:  trading,  electronics,  machinen 
autos,  and  finance.  The  Samsung  Grou 
has  also  given  its  managers  mor 
authority  and  will  focus  on  elei 
tronics,  machinery,  and  chemical; 
the  new  order.  Kim  Young-Sai 
is  expected  to  keep  the  heat  on  th 
chaebol.  He  has  the  support  of 
Korean  public  fed  up  with  the  cot 
glomerates'  domination  of  th 
economy.  The  new  government  e: 
pects  chaebol  families  to  do  mor 
than  just  sell  assets  in  some  c 
their  companies.  "Founding  fan 
ilies  should  pass  the  reins  of  mai 
agement  to  professionals,"  says 
government  official,  "in  order  t 
cope  with  the  rapidly  changin 
business  reality." 

Even  without  Kim,  the  chaebc 
would  feel  pressure  to  downsize 
Democratic  reforms  have  embok 
ened  the  country's  once  passiv 
work  force,  and  higher  manufai 
turing  wages  have  made  Korea 
exports  less  competitive.  As  a  r< 
suit,  the  conglomerates  need  to  f( 
cus  on  areas  where  they  can  b 
leaders,  rather  than  spread  then 
selves  too  thin.  "We  are  ready  fc 
change,"  says  Chey  Jong-Hyui 
chairman  of  Sunkyong. 

Indeed,  the  dismantling  o 
Hyundai  may  prove  to  be  th 
group's  salvation.  By  sheddin 
some  of  his  family's  companies 
Chung  is  betting  that  the  Hyundt 
that  remains  will  be  better  pre 
pared  to  focus  on  autos  and  cor 
struction,  its  core  businesses, 
looks  like  a  very  astute  parm 
down,"  says  Phillip  D.  Grub,  pn 
fessor  of  international  business 
George  Washington  University 
"The  core  industries  will  still  r< 
main,  and  Hyundai  will  end  up 
slimmer  and  trimmer  organiz 
tion."  Hyundai  is  giving  up 
dominant  position  in  Korea's  ecoi 
omy.  But  Big  Chung's  group 
hardly  down  for  the  count. 

By  La.nni  Nakarmi  in  Seoul,  wit 
Bruce  Einhorn  in  New  York 


INTERNATIONAL  BUSIN 


One  Rockwell  customer  wants  a  tiny  chip. 
Another  wants  the  moon. 


Seventy-five  percent  of  the  world's  fax  machines 
communicate  with  Rockwell  modems. 


Every  major  airline  in  the  world  flies 
with  Collins  avionics  from  Rockwell. 


Three  out  of  four  new  heavy-duty  trucks 
rely  on  Rockwell  components. 


The  most  influential  papers  in  over  100  countries 
are  printed  on  Goss  presses  from  Rockwell. 


Our  Allen-Bradley  controls  make  Rockwell 
a  world  leader  in  plant  floor  automation. 

Rockwell  customers  are  diverse.  But 
the  results  we  achieve  in  each  of  our  mar- 
kets are  remarkably  similar. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people  to  excel 
in  everything  they  do.  By  anticipating  cus- 
tomer needs  and  delivering  the  highest 
levels  of  quality  and  value. 

Whether  it's  saving  NASA  more  than  20 
percent  on  Space  Shuttle  operations  and 
main  engines  by  applying  Continuous 
Process  Improvement  practices.  Delivering 
a  complex  truck-hood  assembly  in  half  the 


For  more  than  two  decades.  Rockwell 
has  been  NASA's  number  one  contractor. 

time  by  employing  simultaneous 
engineering.  Working  directly  with  custo- 
mers to  design  and  build  a  newspaper 
press  that  helps  make  them  more  compet- 
itive through  greater  flexibility  in  the  use 
of  color.  Or  supplying  faster,  smaller  and 
less  costly  modems  through  advanced 
design  and  manufacturing  processes. 

Today,  Rockwell  is  a  leader  in  its 
Electronics,  Aerospace,  Automotive  and 
Graphics  markets.  A  position  earned  by 
responding  to  our  customers— no  matter 
how  far-reaching  their  needs  may  be. 


Rockwell  International 


ELECTRONICS  /  AEROSPACE  /  AUTOMOTIVE  /  GRAPHICS 


Considering  how  our  phone 
systems  affect  revenues, 
perhaps  we  should  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 
system  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 
making  calls,  but  for  rolling  in. 

making  money?  One  that 
lets  you  pick  up  any  line, 
even  your  bottom  line? 

Sound  interesting? 
Then  a  ROLM  system 


RO'  s  z-'\'z 


It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 
than  other  PBX  vendors. 


will  sound  downright  fascinating. 

In  the  case  of  C.R.  England  & 
Sons,  Inc.  trucking  company,  ROLM 
helped  them  haul  in  a  26%  increase 
in  annual  revenues.  Then  there's 
Acme  Premium  Supply  Company. 
A  ROLM  system  supplied  them  with 
a  25%  increase  in  annual  sales. 

With  customer  after 
c^s~.c~e-:  ,\e  ' 


 we  can.  out  we  also 

take  a  more  intelligent  approach  to 
putting  those  features  together.  We 
take  time  to 


st~c 


business.  Find  out  how  it  all  works. 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster.  Leaner.  More  profitably 

Call  us  at  i-800-ROLM-l  23  to 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLM 
business  success  stones. 

Once  you  see  for  yourself  how 
our  phone  systems  are  ringing  up 
sales,  we're  sure  you'll  find  our 
design  is  just  fine  as  is. 


A  Siemers  Company 


acc  ~£  zezz  e. 
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EDITED  BY  STANLEY  REED 


IS  YELTSIN  MOVING  IN 
FOR  THE  KNOCKOUT? 


Fresh  from  his  victory  in  Russia's  April  referendum,  Pres- 
ident Boris  Yeltsin  is  cranking  up  his  second  spring  offen- 
sive: a  campaign  for  a  new  constitution.  Yeltsin  wants  to 
reate  a  strong  presidential  republic  with  a  bicameral  legisla- 
ture—and  soon.  He  is  eager  to  replace  the  Soviet-era  parlia- 
ment, which  so  far  has  blocked  much  of  his  reform  program, 
to  advance  his  plan,  Yeltsin  is  calling  for  a  constitutional 
onvention  in  Moscow  on  June  5. 

Yeltsin  stands  a  good  chance  of  pulling  off  this  new  coup, 
'he  Russian  President  clearly  has  been 
trengthened  by  the  referendum,  which 
»ve  him  a  58%  plurality.  Since  then,  Yeltsin 
as  assumed  a  much  bolder  posture.  He  has 
penly  defied  Russian  nationalist  opponents 
y  siding  with  the  West  against  the  Serbs 
ver  Bosnia. 
At  home,  Yeltsin  also  is  displaying  more 
igor.  His  economic-reform  team  recently 
xtracted  a  pledge  from  central  bank  chief 
riktor  Gerashchenko  to  slash  credits  to 
tate  companies,  even  though  it  may  cost 
abs.  The  breakthrough  deal,  which  aims  to 
ut  inflation  to  10%  per  month  from  20% 
oday,  will  open  the  way  for  a  $3  billion 
)an  from  the  International  Monetary  Fund, 
feltsin  also  has  been  giving  privatization  a 
leeded  push  by  speeding  auctions  of  state 
ompanies.  He  has  even  ordered  the  dis- 
tiissal  of  foot-dragging  factory  managers. 
WEETENERS.  Meanwhile,  parliament  seems  to  be  bending  un- 
ler  the  pressure  of  Yeltsin's  April  victory.  Although  the  leg- 
slative  body  is  pushing  its  own  version  of  a  new  constitution, 
ome  conservative  deputies  are  beginning  to  side  with  Yeltsin 
gainst  his  chief  antagonist,  Chairman  Ruslan  I.  Khasbulatov. 

To  win,  Yeltsin  will  have  to  take  his  case  to  Russia's  increas- 
ngly  restive  regions.  Far  from  homogeneous,  Russia  is  a 
•astiche  of  88  regions,  including  21  ethnic  republics.  They 
tave  been  asking  for  greater  autonomy,  a  bigger  share  of  tax 


revenues,  and  more  control  of  their  oil  and  other  resources. 
The  convention  could  easily  bog  down  in  the  sticky  issues  of 
regional  rights. 

The  draft  document  Yeltsin's  team  has  drawn  up  attempts 
to  address  these  issues.  It  provides  for  a  bicameral  Federal 
Assembly  that  includes  one  body  akin  to  the  U.  S.  Senate, 
with  equal  representation  from  each  region.  But  the  regions 
want  more.  The  trick  will  be  giving  them  more  power  and  a 
bigger  share  of  the  tax  revenues  without  undermining  Russia's 
unity  or  busting  the  federal  budget. 
profit  rights.  Still,  analysts  expect  the 
convention  to  produce  a  democratic,  pro- 
market  constitution  that  could  be  ratified 
this  summer.  Once  passed,  it  should  give  a 
boost  to  foreign  investment.  In  addition  to  a 
long  list  of  human  rights,  the  Yeltsin  draft 
specifically  guarantees  the  right  to  private 
property,  including  land,  and  the  free  move- 
ment of  labor  and  goods.  As  it  stands  now, 
the  draft  even  bans  new  laws  that  prevent 
taxpayers  from  making  a  normal  profit.  "It 
gives  a  legal  guarantee  for  Western  capital," 
says  Viktor  Mushinski,  a  Russian  law  profes- 
sor. "The  values  spelled  out  are  Western 
values." 

The  constitutional  plan  gives  Yeltsin 
sweeping  powers,  including  the  right  to  dis- 
solve parliament  under  certain  circumstanc- 
es. It  also  removes  the  central  bank  from 
legislative  control  by  letting  the  President  appoint  its  chief. 

But  ratification  won't  be  easy.  One  problem  is  that,  techni- 
cally, only  the  existing  parliament  can  approve  a  new  consti- 
tution. So  Yeltsin  is  mulling  strategies.  He  may  appeal  to 
voters  in  yet  another  referendum.  Or  he  may  ask  the  consti- 
tutional convention  to  adopt  a  new  mechanism  for  approval.  If 
his  maneuvers  pay  off,  Russia  could  wind  up  with  a  more  ef- 
fective government  by  the  first  snowfall. 

By  Deborah  Stead  in  Moscow 


GLOBAL  WRAPU  PI 


BOWING  TO  BUSINESS 


President  Clinton's  efforts  to  win 
back  business  support  go  beyond 
retooling  his  domestic  proposals.  His 
decision  to  renew  China's  most-favored- 
nation  trade  status— a  significant  soft- 
ening of  his  campaign  stand  on  human 
rights— is  the  result  of  heavy  lobbying 
by  American  companies.  They  are  pet- 
rified of  losing  access  to  the  fast-grow- 
ing Chinese  market.  In  Japan  policy, 
the  White  House  is  mulling  a  major 
expansion  of  its  Advisory  Committee 
on  Trade  Policy  Negotiations.  The 
quasi-official  group  of  CEOs,  which  in- 
cludes Ralph  S.  Larsen  of  Johnson  & 
Johnson  and  Lawrence  A.  Bossidy  of 


AlliedSignal  Inc.,  was  the  first  strong 
voice  to  urge  that  Clinton  set  numeri- 
cal targets  in  trade  talks  with  Japan. 

JAPAN'S  INSURANCE  CARTEL 

Anew  study  on  the  Japanese  insur- 
ance industry  should  provide  po- 
tent ammunition  for  foreign  insurers 
who  believe  they  are  being  excluded 
from  the  market.  The  research  by  the 
American  Chamber  of  Commerce  in 
Japan  reveals  that  11  keiretsu  insur- 
ers write  more  than  80%  of  nonlife  in- 
surance sold  there.  The  14  keiretsu 
studied  buy  more  than  70%  of  their 
nonlife  coverage  from  insurers  that  are 
members  of  their  group.  Such  groups 
as  Mitsubishi  and  Mitsui  buy  almost 


exclusively  from  one  member  insurer, 
according  to  the  study. 

A  BASQUE  CENTRAL  BANK?  

With  Spanish  Prime  Minister  Fe- 
lipe Gonzalez'  Socialists  and  the 
opposition  conservatives  running  neck 
and  neck,  Basque  and  Catalan  national- 
ists could  swing  the  June  6  general 
election.  The  regional  groups  want  to 
extract  a  price  for  their  votes  and  are 
demanding  independent  central  banks. 
The  Catalans  are  asking  for  a  bigger 
return  on  the  taxes  they  pay.  The 
Basque  parliament  has  already  passed 
a  bill  forcing  savings  banks  to  move 
their  reserves  from  the  Bank  of  Spain 
to  a  newly  created  Basque  institution. 
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magine  rising  far  above  the  barrie 
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f  OT 
PRODUCTS 

SMART  DESIGN  IS  THE  COMMON  THREAD 


Apple's  PowerBook 
computer.  Gillette's 
Sensor  razor.  Reebok's 
Pump  sneaker.  Motoro- 
a's   MicroTac  cellular 
hone.  Chrysler's  LH  cars. 
IBM's  ThinkPad  notebook 
computer.  Different  products, 
different  markets,  yet  they're 
all  wild  commercial  successes 
nth  one  thing  in  common: 
smart  industrial  design.  Leverag- 
ing the  power  of  design  is  one  of 
the  hottest  strategic  games  being 


HAPPY  TALK: 
MOTOROLA'S 
CELLULAR  PHONE 
HOLDS  PLEASANT 
SURPRISES 


played  today.  A 
handful  of  smart 
companies  are 
making  industrial 
design  one  of  their 
core  competencies 
and  are  using  it  to  drive  their  entire 
product-development  process,  sharply 
increasing  their  chances  of  generating 
hit  products— the  kind  of  billion-dollar 
winners  that  make  companies  excel. 

The  Sensor,  Pump,  MicroTac,  and 
the  LHs  are  all  on  their  way  to  becom- 
ing billion-dollar  sellers.  PowerBook  and 
ThinkPad  are  already  there.  Like  the 
Taurus,  which  in  the  1980s  lifted  Ford 
Motor  Co.  out  of  the  doldrums,  these 
design-driven  products  are  transcending 
the  traditional  norms  of  market  suc- 
cess. Products  such  as  My  First  Sony— 
a  traditional  boom  box  redesigned  with 
bright  colors  and  rounded  shapes  that 
appeal  to  preschoolers— define  whole 
new  categories. 

lots  of  punch.  "A  hit  product  goes  be- 
yond just  selling  well,"  says  Bob  Brun- 
ner,  the  35-year-old  manager  of  industri- 
al design  at  Apple  Computer  Inc.  "A 
true  hit  product  establishes  an  entirely 
new  franchise  in  the  marketplace.  You 
can  design  these  products,  and  they  not 


only  win  awards  but  sell  like  crazy,  too." 
PowerBook  is  one  example,  having  tak- 
en Apple  from  nowhere  in  the  notebook 
market  to  No.  1. 

How  can  industrial  design  deliver 
such  punch?  Because  it  can  solve  some 
of  the  most  significant  problems  con- 
fronting corporations  in  the  global  econ- 
omy of  the  1990s.  First,  good  design 
helps  them  get  really  close  to  customers. 
Unlike  marketing,  which  focuses  on  sta- 
tistical surveys  to  gauge  attitudes  and 
feelings,  industrial  design  has  tradition- 
ally taken  an  anthropological  approach. 
Ethnographic  tools,  such  as  videotaping 
human  behavior  and  observing  the  work 
environment,  are  the  perfect  vectors 
for  connecting  com- 
panies to  their 
customers.  "Indus- 
trial design  under- 
stands the  needs 
of  the  customer 
and  knits  the 
customer  into  the 
fabric  of  our  prod- 
uct development," 
says  Seth  Banks, 
manager  of  mar- 
ket communica- 
tions and  industri- 
al design  at  GE 
Medical  Systems. 

Another  stub- 
born problem  that 
design  can  help 
solve  is  how  to 


LOOKING  SHARP: 
GILLETTE'S 
SENSOR  RAZORS 
ARE  A  PRODUCT 
DYNASTY 


transfer  new  technology  out  of  the  lab 
and  into  the  market.  U.  S.  corporation 
can't  afford  a  rerun  of  the  1970s  am 
1980s,  when  so  many  great  America! 
innovations,  such  as  the  VCR,  lay  fallov 
in  the  U.  S.  only  to  find  product  defini 
tion  and  market  success  in  the  hand 
of  Japanese  rivals.  Because  they  cai 
identify  customer  needs,  designers  cai 
also  do  a  better  job  than  engi 
neers  of  picking  out  technolc 
gies,  hidden  away  in  the  R&l 
labs,  that  can  solve  real-worli 
problems.  "Coupling  th 
needs  of  users  to  advancei 
technologies  is  the  key  t 
our  growth  and  survival, 
says  Charles  L.  Jones 
head  of  Industrial  De 
sign/Human  Interfax 
Strategy  at  Xerox  Corp 
"Industrial  design  link 
the  two." 

In  fact,  design  couli 
emerge  as  the  disci 
pline  that  brings  tc 
get  her  the  myriai 
parts  of  the  moderi 
corporation.  As  or 
ganizations  decon 
—  _      struct  themselve 
•.  •tL  \    into  "virl  ual  cor 
porations"  madi 
up    of  autono 
mous  in-housi 
units  and  vari 
ous  externa 
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partners,  the  old  headquar- 
ters' bureaucracies  are  dis- 
appearing. Industrial  design's 
ability  to  integrate  informa- 
tion from  functional  experts 
and  outside  partners 
such    as  distributors 
makes  it  the  glue  that 
can  hold  teams  together 
and  give  them  direction. 

It's  no  coincidence,  then, 
that  the  companies  that 
are  racing  to  market  with 
winning  products  are  the 
ones  that  have  elevated 
industrial  design  to  a  posi- 
tion of  prominence.  "The 
lines  are  blurring  between 
the  traditional  divisions  of 
labor  among  design,  engi- 
neering, and  manufactur- 
ing," says  Rudy  Krolopp, 
director  of  industrial  de- 
sign at  Motorola  Inc.  "Re- 
duced cycle  times  are  driv- 
ing product  managers  to 
develop  creative  ways  to 
bring  the  right  product  to 
market  quickly,  and  the  in- 
dustrial designer  is  at  the 
:ore  of  this  process." 
BOOD  question.  Take  Apple's 
PowerBook.  The  first  portable 
Mac  was  an  engineering  feat:  a 
portable  stuffed  with  so  many  bells  and 
whistles  that  it  weighed  in  at  17 
pounds— and  sank  in  the  market.  When 
Brunner  took  over  Apple's  design  de- 
partment in  1990,  he  was  asked  to  help. 
His  industrial  designers  began  reworking 
the  portable  from  the  outside  in,  from 
the  point  of  view  of  the  user.  Under 
Brunner's  guidance,  the  entire  Power- 
Book  team— software  designers,  indus- 
trial engineers,  marketing  people,  and  in- 
dustrial designers— left  the  office  to 
observe  potential  customers  using  com- 
peting notebook  computers.  "We  looked 
at  other  notebooks  and  saw  that  they 
were  still  really  desktop  units,  only 
made  smaller.  We  asked  the  question: 
'How  do  people  use  it?'  The  answers 
drove  the  product,"  says  Brunner. 

The  Apple  product-development  team 
found  that  people  used  laptops  on  air- 
planes, in  cars,  and  at  home,  often  in 
bed.  They  discovered  people  didn't  real- 
ly want  "small"  computers  per  se,  they 
wanted  mobile  computers.  Size  was  just 
one  dimension  to  that.  They  saw  people 
in  airplanes  searching 
for  a  bit  of  surface  to 
move  a  computer 
mouse  and  a  place  to 
put  their  hands. 

The  two  distinctive 
features  of  the  Power- 


ROOMY  DESIGN: 
THE  LH  CARS 
FROM  CHRYSLER 
GIVE  PASSENGERS 
PLENTY  OF  SPACE 


Book,  the  TrackBall 
pointer  and  the  palm 
rest  in  the  front  of 
the  keyboard,  are 
the  result.  They 
make  the  notebook 
compact,  easy  to  use,  and  distinctive. 
"The  user  focus  permeates  everything 
we  do  now,"  says  Brunner.  "There's  no 
more  of:  'Here's  a  great 
technology,  let's  go  sell  it 
someplace.' " 

That's  how  Ingersoll-Rand 
Co.  did  business— until  the  Japa- 
nese began  eating  its  lunch  in 
the  1980s.  Until  then,  In- 
gersoll-Rand created 


products  the  way  most  every 
other  U.S.  company  did:  sequen- 
tially. Ideas  went  from  market- 
ing to  engineering  to  manufac- 
turing to  sales.  Design  was 
brought  in  late  to  add  a 
dash  of  good  looks.  In 
1989,  that  all  changed. 
Says  Jim  Stryker,  manag- 
er of  product  development  in 
the  Power  Tool  Div.  at  In- 
gersoll-Rand: "We  said  for 
100  years  we've  been  doing 
products  from  the  inside 
out,  but  these  tools  are 
used  by  people  from  the 
outside  in."  Stryker  hired 
Group    Four   Design  in 
Avon,  Conn.  The  designers 
immediately  sent  everyone 
to  factories  where  the  tools 
would  be  used.  Customers 
and    distributors  were 
brought  in  as  advisers. 

The  team  found  that  half 
the  people  using  wrenches 
on  an  auto  assembly  line 
were  women.  The  result?  A 
two-size  variable-grip  wrench 
that  was  made  even  easier 
to  hold  by  using  rubberized 
plastic.  An  unexpected  bonus: 
The  wrench  was  a  hit  in  Japan, 
where  hands  are  smaller. 

Smart  design  even  offers  hope  for 
America's  most  beleaguered  giants.  IBM's 
ThinkPad  notebook  computer  is  testi- 
mony to  that.  After  19  years  with  Big 
Blue,  Tom  Hardy  became  manager  of 
the  IBM  Design  Program  in  Stamford, 
Conn.,  in  1989.  "IBM  wasn't  being  per- 
ceived as  innovative  in  the  marketplace," 
Hardy  says.  He  felt  it  still  had  great 
technology  but  it  wasn't  being  trans- 
ferred into  the  right  kind  of  products. 

JAMMED  MARKET.  The  first  step 
was   persuading   IBM  to 
spend  millions  to  link  all 
15  of  the  company's  de- 
sign studios  around 
the  world  electron- 
ically. With 


RED-HOT  BOX: 
BRIGHT  COLORS 
HAVE  A  SPECIAL 
APPEAL  FOR 
TODDLERS 
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EASY  TO  HOLD: 
INGERSOLL- 
RAND'S 
WRENCH  HAS  A 
VARIABLE  GRIP 


new  Sony  color-imag- 
ing system  to  swap 
high-resolution  digi- 
tized photos  over  reg- 
ular phone  lines,  Har- 
dy built  a  virtual 
product-development 
team.  It  included 
Kazuhiko  Yamazaki  in  the  IBM  Design 
Center  in  Yamato,  Japan;  Richard  Sap- 
per, an  independent  design  consultant 
in  Milan,  Italy;  Ted  Selker  and  Joe  Rut- 
ledge  in  the  IBM  Thomas  J.  Watson  Re- 
search Center  in  Yorktown  Heights, 
N.Y;  John  Wiseman  of  IBM's  Personal 
Systems  Div.  in  Boca  Raton,  Fla.;  plus 
Hardy. 

To  succeed  in  the  already  crowded 
notebook  market,  IBM  badly  needed  a 
way  of  differentiating  ThinkPad.  Hardy 
pushed  Sam  Lucente,  the  program  man- 
ager who  was  on  his  staff,  to  roam  all 
the  IBM  research  and  development  labs 
in  search  of  buried  treasure.  "We  needed 
to  pull  research  into  product  lines  faster 
than  going  through  channels,"  says  Har- 
dy. In  1991,  they  found  Selker  and  Rut- 
ledge  in  Yorktown  working  on  a  funny- 
looking  cursor  device,  shaped  like  a 
pencil  eraser,  that  fit  in  the  middle  of 
the  keyboard.  At  that  point,  it  was  des- 
tined for  a  larger  desktop  PC.  "We  saw 
immediately  that  the  TrackPoint  cursor 
could  be  a  terrific  differentiation  factor 
for  our  notebook,  and  we  wanted  it," 
says  Hardy.  The  R&D  people  built  a 
quick  prototype,  which  Hardy  used  to 
chat  up  marketing  folks  and  top  manage- 
ment. "Corrigan  [now  president  of  the 
IBM  PC  Co.]  thought  it  was  a  terrific 
idea." 

Yorktown  transmitted  the  TrackPoint 
data  over  the  Sony  system  to  Yamazaki 
in  Japan,  who  became  the  ThinkPad 
team  leader.  Yamazaki  liked  the  new 
cursor  but  wasn't  satisfied.  He  wanted 
something  more  for  the  new  IBM  note- 
book. Yamazaki  knew  IBM  had  been 
working  with  Toshiba  Corp.  in  a  joint 
venture  building  a  color,  liquid-crystal 
display  screen.  The  10.4-inch,  high-reso- 
lution screen  .was  bigger  than  those  in 
most  laptops,  and  IBM  had  earmarked 
it  for  a  low-voltage  "green"  desktop  PC. 
Yamazaki  and  Hardy  decided  they  want- 
ed it  for  themselves.  Yamazaki  was  able 
to  design  and  engineer  the  notebook  so 
that  the  display  fit  the  smaller  physical 
envelope  of  the  notebook. 


The  result?  One  of  IBM's  best  sellers 
in  years.  "We  got  it  all  down  up  front," 
recalls  Hardy.  "We  transferred  new  tech- 
nology, went  into  prototyping  quickly, 
defined  the  product  early,  and  under- 
stood the  cost  constraints  before  moving 
to  manufacturing.  But  the  key  was 
bridging  the  gap  between  technology 
and  the  user." 

Corporations  are  increasingly  turning 
to  outside  design  consultancies  to  help 
search  for  new  technologies  to  develop 
new  products.  When  Reebok  Interna- 
tional Ltd.  was  looking  for  a  new  way  to 
compete  with  Nike  Inc.,  it  turned  to  De- 
sign Continuum.  Gianfranco  Zaceai,  the 
senior  partner  of  the  Boston-based  de- 
sign shop,  found  a  solution  in 
existing  medical  technolo 
gy— the  inflatable  splint.  De- 
veloped by  a  Reebok/De- 
sign Continuum  team,  the 
inflatable  splint  technolo- 
gy was  transferred  from  the 
hospital  to  the  sneaker  to  be- 
come the  successful  Pump. 

Design  management  is  also  get- 
ting more  corner-office  attention. 
Like  a  growing  number  of  CEOs 
around  the  world— including  John 
Sculley  at  Apple  and  George  M.  C. 
Fisher  at  Motorola-Alfred  M.  Zei- 
en,  chairman  and  CEO  of  Gillette 
Co.,  is  directly  involved  in  manag- 
ing his  company's  design-driven 
product-development  process. 
A  GOOD  FIT.  When  Gillette  decid- 
ed to  create  the  Sensor  razor,  it 
set  up  three  hurdles.  First,  it 
had  to  have  terrific  "functional- 
ity," which  meant  it  had  to 
work  well,  fit  in  the  hand 
comfortably,  and  fit  on  the 
medicine-cabinet  shelf.  It  also 
had  to  convey  a  high-tech 
image,  suggesting  a  preci- 
sion tool,  not  a  health- 
and-beauty  aid.  Finally, 
the  new  razor  had  to 
be  designed  for  manu- 
facturability,  with  cost 

HIGH  STEPPER: 
REEBOK  USED 
MEDICAL 
TECHNOLOGY  TO 
CREATE  ITS  PUMP 
SNEAKER 


of  supply  and  assembly  a  major  factor. 

It  took  years  for  Gillette  to  develop 
the  Sensor's  new  technology— a  laser- 
welded  twin  floating-head  cartridge.  But 
when  the  company  tried  to  put  the  high- 
tech head  on  a  plastic  handle,  like  the 
ones  used  in  throwaway  razors,  the 
chairman  didn't  appreciate  it.  "He  said 
you  are  underachieving  in  design,  and 
the  plastic  didn't  capture  the  exciting 
potential  of  the  high-tech  cartridge,"  re- 
calls Edward  DeGraan,  senior  vice-pres- 
ident for  manufacturing  and  technology. 
"We  had  to  start  all  over  again." 

At  this  point,  the  Gillette  team  did 
what  they  should  have  done  in  the  first 
place:  check  with  the  users.  Customer 


56  BUSINESS  WEEK/JUNE  7,  1993 


ANNUAL  DESIGN  A  WAR  I 


esearch  showed  that  people  wanted  a 
olid  instrument,  not  a  throwaway.  The 
esign  solution  was  a  metal-based,  silver- 
olored  handle. 

Using  3-D  computer  imaging,  Gillette's 
esigners  quickly  moved  through  a  se- 
ies  of  prototypes.  With  each  itera- 
ion,  a  data  file  for  building  man- 
facturing  tools  and  creating 
arts  was  compiled.  When  the 
ensor  prototypes  became 
lose  to  the  finished  prod- 
ct,  the  data  base  was 
sed  to  begin  tooling  and 
rganizing  manufactur- 
lg.  "We  edge  closer 
nd  closer  to  full  man- 
facturing  as 
re 


APPLE'S 

POWERBOOK  AND 
IBM'S  THINKPAD 


1 


esign,  says 
leGraan.  The  sleek 
letal  handle  was  a  per 
;ct  complement  to  the  high- 
sch  blade.  The  Sensor  is  such  a  hit 
mt  Gillette  went  on  to  design  a  separ- 
te  Sensor  For  Women.  Not  only  has  it 
ron  a  gold  Industrial  Design  Excellence 
iward  for  1993,  it  has  taken  the  No.  1 
pot  in  the  market. 
kANY  spats.  Stitching 
5ams  together  from  inde- 
endent  engineering,  de- 
ign, marketing,  and  man- 
facturing  departments  is 
o  cinch.  Take  Motorola's 
xperience  with  the  Mi- 
roTac  cellular  phone.  In 
386,  it  created  a  team  to 
uild  a  phone  small  and 
ght  enough  to  fit  into  a 
hirt  pocket.  Watching 
onsumers  with  proto- 
fpes,  they  were  horrified 
3  discover  that  people 
rere  always  dropping 
ortable  phones. 

The  team  agreed  that 
lie  product  had  to  be 
ble  to  withstand  a  4-foot 
ill— but  that's  about  all. 
We  had  lots  of  disagree- 
lents,"  recalls  Krolopp. 
Tie  materials  and  supply 
eople  wanted  a  thick  cas- 
ig  for  strength.  But  de- 
igners  wanted  thin  walls 
d  keep  the  package  pock- 
t-size.  They  pushed  GE 
'lastics  and  other  suppli- 


ers to  go  further 
than  ever  before 
with  plastics  to  give 
the  product  both 
strength  and  thinness. 
Instead  of  walls  lAe  inch 
thick,  they  were  able  cut 
it  to  inch. 
Battles  raged  over  a  host  of  oth- 
er issues.  Designers  wanted  a  lighted 
keypad,  but  the  engineers  said  it  would 
take  up  space  and  drain  power.  And  so 
on.  "Teaming  isn't  at  all  easy,"  says  De- 
Graan.  "There's  a  lot  of  push  and  shove 
going  on."  But  by  managing  the  design 
and  development  process  so  well.  Moto- 
rola came  up  with  a  product  that  de- 


MANAGING  FOR  DESIGN  SUCCESS 


ER  DEEPLY  The  only  way  to  unleash  the  power  of  design  i 
up  with  all  the  relevant  business  units  within  your  company  and  help 
m  define  new  products.  Evangelize  to  make  everybody  aware  of  how 
iign  can  help  the  business  succeed. 


NER  WIDELY  Traditional  businesses  are  deconstructing  into 
rporations,  made  up  of  internal  and  external  departments, 
signers  must  partner  with  all  stakeholders-the  in-house  folks  in  ma 
ell  as  the  people  outside,  say,  in  manufacturing  and  distributi 


E  PRODUCT  UP-FRONT  It's  critical  to  get  the  right  product 
right  market  before  committing  to  tooling  and  manufacturing,  U 
ing  helps  screen  out  concepts  that  won't  fly. 


i 


HYSICAL  FAST  Prototyping  provides  visualization  of  c 
ers  quick  feedback  from  both  users  and  managers.  Fast  pr< 
zes  time  out  of  the  product  development  cycle. 


N  FOR  MANUFACTURABILITY  Always  design  with! 
eters— quality,  cost,  and  delivery.  Manufacturing  cri 
ortant  to  product  success  as  ergonomics,  aesthetics,  a 


lined  the  mar- 
ket and  had  a  solid 
year's  head  start  over 
Japan's    first  pocket-size 
phones. 

Designing  to  surprise  the  custom- 
er is  the  least  understood  factor  in  de- 
signing for  hit  products.  But  that  extra 
delight  may  provide  just  what  is  need- 
ed to  push  a  good-selling  product  into 
the  stratosphere.  Motorola  built  two 
surprises  into  MicroTac.  First,  it  deliv- 
ers an  hour  and  10  minutes  of  talk 
time,  not  just  an  hour.  And  when  peo- 
ple drop  their  MicroTac's  on  the  floor, 
they  discover  not  only  that  the  phone 
still  works  but  that  the  plastic  doesn't 
scratch.  Chrysler  Corp.'s  cab-forward 
design  in  its  LH  cars  not  only  offers 
wider  doors  for  easier  entry  and  exit 
and  better  visibility  in  the  front  but  it 
also  gives  passengers  in  the  back  enor- 
mous leg  room.  Passen- 
gers have  been  known 
to  tap  the  driver  on  the 
shoulder  to  express  their 
surprise. 

Keiichi  Totsuka,  chief 
design  manager  at  the 
Sony  Design  Center  in 
Park  Ridge,  N.J.,  ex- 
presses the  change  in  the 
role  of  industrial  design 
metaphorically.  "Design- 
ers are  like  lighthouse 
keepers  for  the  engineer, 
who  is  like  a  ship.  The 
engineer  can  go  any- 
where with  his  technolo- 
gy but  doesn't  know 
which  direction  to  take. 
In  the  1980s,  we  had 
many  ships  at  sea  going 
their  own  way.  In  the 
1990s,  the  lighthouse 
keeper  must  guide  the 
ships.  We  must  design 
the  right  product  the 
first  time." 

By  Bruce  Nussbaum  in 
New  York,  with  bureau 
reports 
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WINNER 

The  Best  Product  Designs  of  the  Year 


What's  a  winning  design?  It's  what 
transforms  something  as  mundane 
as  a  barbecue  grill  or  a  miter  saw 
into  works  of  art  that  also  perform  well.  These 
are  just  some  of  the  winners  of  the  1998  In- 
dustrial Design  Excellence  Awards  (IDEA) 
that  are  really  stirring  the  product  pot.  And 
all  the  winning  companies  are  making  design 
the  heart  of  their  product-development  strategies. 

Hurdle  rates  have  been  going  up  in  this  decade- 
old  design  contest  for  some  time,  but  in  1993  it  proved 
especially  tough  to  win  the  gold.  "The  level  of  submissions 
was  higher  than  any  other  competition  I've  juried,"  says 
Peter  Bressler,  chairman  of  the  IDEA  eight-judge  panel  and 
principal  of  his  own  Philadelphia-based  Paradigm:  design. 
back-room  BRAWLS?  The  competition  was  particularly  rough 
in  computers.  It  is  clear  that  much  of  the  best  industrial  de- 
sign in  the  world  is  taking  place  in  the  U.  S.  computer  in- 
dustry. The  reason:  As  products  become  more  indistin- 
guishable technologically,  differentiation  is 
shifting  to  design— both  in  how  the 
physical  product  looks  and 
how  it  shows 


off  its  programming  and  data.  The  focus  is  01 
usability. 

There  were  lots  of  battles  behind  the  scenes 
according  to  the  jurors.  The  EO  440  pen-basec 
Personal  Communicator,  with  fax,  phone 
and  portable  PC  in  one  (designed  by  frogde 
sign  for  EO  Inc.  and  sold  by  American  Tele 
phone  &  Telegraph  Co.),  was  knocked  dowr 
to  a  bronze  because  most  of  the  jury  didn't  lik( 
its  side  "ears,"  which  house  connectors  and  serve  a: 
handles.  Other  jurors  thought  the  ears  were  a  greai 
design  solution. 

One  of  the  great  surprises  of  this  year's  IDEA  contest  i: 
the  glimmer  of  a  revival  in  consumer  products.  The  level  o 
design  is  beginning  to  creep  upward 
after  years  of  neglect,  according  t( 
jurors.  Black  &  Decker  Corp.  woi 
a  silver  award  for  its  12-incl 
Compound  Miter  Saw  by  it; 
DeWalt  Industrial  Tool  di 
vision,  and  a  bronze 
Bissell  Inc.  won  tw( 
silvers,  including  on< 
for  its  Trio  Vacuum 
Gold  IDEA  awards 
went  to  Americar 
Tourister  Inc.'s  Gen 
esis  Softside  Easy 
turn    luggage,  new 
My  First  Sony  models 
for  kids,  and  the  strik 
ing  Sensor  for  Women  ra 
zor.  Knoll  Group  won  £ 
prize  for  environ 
mental  desigr 
and  Steelcasc 
Design  Partner 
ship     won  foi 
furniture. 


APPLE  WON  A 
SILVER  FOR  ITS 
EYE-CATCHING 
ADJUSTABLE 
KEYBOARD 
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NISSAN  TOOK 
HOME  A 


BLACK 
&  DECKER'S 
12-INCH  MITER 
SAW  WON  A 
SILVER  AWARD 


There  were  more  entries  from  large  corporations  this 
year  than  ever  before— and  more  winners.  Apple  Computer 
Inc.  came  away  with  the  most  awards,  two  gold,  a  silver  for 
it's  eye-catching  Adjustable  Keyboard,  and  one  bronze.  Hew- 
lett-Packard Co.  and  NCR  Corp.  were  close  behind  with  three 
awards  apiece,  while  Boeing  Co.,  IBM,  and  General  Motors 
Corp.  received  two  each.  Chrysler  Corp.  won  a  gold  for  its 
LH  sedans,  and  Nissan  received  a  silver  for  the  Quest,  de- 
signed in  San  Diego. 
fewer  entries.  The  larger  design 
firms  also  won  big,  reflecting  the 
growing  consolidation  in  the  con- 
suiting  business,  ziba  Design  led 
the  pack  with  seven  awards— two 
golds,  four  silvers,  and  a  bronze. 
Design  Continuum,  frogdesign, 
IDEO,  Lunar  Design,  and  SG  Haus- 
er  won  three  each. 

Overall  submissions  from  both 
corporations  and  consultancies, 
however,  dipped  from  753  in  1992 
to  678  this  year.  The  slow  econom- 
ic recovery  has  been  hard  on  inde- 
pendent design  shops,  although 
business  has  picked  up  in  recent 
months.  There  were  31  gold  win- 
ners—up from  25  last  year— 26  sil- 
ver, and  34  bronze. 

To  be  eligible  to  enter  the  annu- 
al idea  contest,  U.  S.  citizens  and 
international  members  of  the  In- 
dustrial Designers  Society  of 
America  must  have  designed  a 
product  that  was  manufactured 
and  on  the  market  by  Dec.  31, 
1992. 


An  independent  jury  composed 
of  professional  designers  evaluated  the 
submissions  for  the  society. 

BUSINESS  week  is  proud  to  support  the  idea  con- 
test and  takes  a  close  look  at  eight  gold  medalists  and  one 
silver  to  tell  the  intriguing  story  of  why  design  is  so  hot  in 
the  business  world  today. 

By  Bruce  Nussbaicm  in  New  York 


NNUAL  DESIGN  AWARDS 


60  BUSINESS  WEEK/JUNE  7,  1993 


ANNUAL  DESIGN  A  WAR 


THE  CLEANER  PATIO  SIZZLER 

THERMAL  ELECTRIC  GRILL  V  iring  up  the  grill  for  a  cookout 
DESIGNER:  FITCH/  F  is  as  American  as  baseball 

THERMOS  CO.  and  blue  jeans.  But  worries  about 

carcinogens  and  pressure  to  cut  down  on  pollution  are  lead- 
ing people  to  look  for  alternatives  to  burning  charcoal. 

Thermos  Co.'s  award-winning  product,  the  Thermal 
Electric  Grill,  is  designed  to  appeal  to  suburbanites    ^s^*"  P,lo6< 
and  city  dwellers  for  whom  gas  is  not  a  reasonable 
option.  The  eye-catching  grill  resulted  from  a  collab- 
oration between  engineers  from  Thermos  in  Schaum- 
burg,  111.,  and  industrial  designers  from  Fitch  Inc.  in 
Worthington,  Ohio. 

Team  members  visited  consumers'  houses  to  videotape 
cookouts.  They  saw  that  while  people  invested  a  lot  of  mon- 
ey in  fixing  up  their  backyards,  their  grills  looked  tacky  by 
comparison. 

The  Fitch-Thermos  team  decided  to  build  a  grill  that  was 


clean,  compact,  stylish,  and  convenient.  They  took  the  vacu- 
um-insulation technology  Thermos  was  famous  for  and  put  it 
together  with  a  grill  the  company  was  already  working  on. 
The  team  moved  to  prototypes  very  quickly.  Consumers 
were  brought  in  to  use  them,  and  adjustments  were  made. 
The  control  panel  was  moved  from  the  side  to  the  front.  The 
tool  holders  were  repositioned  to  the  back  and  side  of  the  ta- 
ble, within  arm's  reach  but  away  from  the  cook's  body. 
Thermos  claims  that  the  Electric  Grill  barbecues  as 
well  or  better  than  gas  or  charcoal,  and  better  than 
any  other  electric  grill  on  the  market.  No  matter 
where  the  food  is  placed  on  the  grill,  it  is  cooked 
evenly.  Enough  grease  is  captured  in  a  cup  beneath 
the  grid  to  give  the  meat  a  smoked  flavor.  A  domed  lid 
uses  vacuum  technology  similar  to  a  Thermos  bottle  to  seal 
in  the  heat,  moisture,  and  flavor.  It's  cool  to  the  touch. 

The  grill  uses  half  the  energy  of  other  electrics.  The  basic 
model  runs  $299.  Souped-up  versions  sell  for  $399  to  $499. 

By  Sandra  Jones  in  Schaumburg,  III. 


A  FOLD-OUT 
PRINTER 

DESKJET  PORTABLE 
DESIGNER:  HEWLETT- 
PACKARD  CO. 

You  never  know  when 
inspiration  will  strike. 
In  James  J.  Girard's  case,  it 
was  on  a  living-room  sofa, 
where  the  Hewlett-Packard 
Co.  industrial  designer  was 
watching  the  1951  sci-fi  clas- 
sic The  Day  the  Earth  Stood 
Still.  He  had  been  puz 
zling  over  how  to 
embed  indicator 
lights  into  round  * 
buttons  to  save  * 
space  in  a  portable 
computer  printer  he  was  ' 
designing.  Then,  on  the  TV, 
a  giant  robot  appeared, 
shooting  death  rays  from  a 
narrow  slit  in  its  rounded 
helmet.  Suddenly,  Girard 
had  his  answer:  a  thin  strip 
of  clear  plastic  across  the 
middle  of  the  button,  backlit 
to  show  it's  turned  on. 


It 


That's  just  one  detail  that 
sets  hp's  award-winning 
Deskjet  Portable  Printer 
apart  from  other  printers  on 
the  market— and  from  HP's 
own  lineup. 

Girard  didn't  really  set 
out  to  create  such  a  sleek 
look.  His  task  was  to  cram 
the  original  Deskjet  into  a 
package  half  the  size.  The 
clean,  flat  sides,  for  instance, 
make  the  printer  easy  to 
pack.  And  the  rich  blue- 
black  color  does  more  than 
just  make  the  printer 
look  smaller.  It 
>s  doesn't  show  the 
=  dirt. 

?  Girard  also  sought 
to  make  the  machine 
a  snap  to  use.  Says 
IDEA  juror  Chipp  Walters,  a 
principal  at  Design  Edge  in 
Austin,  Tex.:  "He  did  a  nice 
job  communicating  in  the  de- 
sign how  the  printer  works." 
The  ease  with  which  the 
compact  package  unfolds 
into  a  working  machine  re- 
calls Transformer  toys. 


Another  im- 
portant feature  of 
the  design  was  to  in- 
clude a  sheet  feeder  that 
didn't  take  up  much  space. 
With  other  portables,  you 
have  to  feed  the  paper  in 
laboriously,  one  sheet  at  a 
time,  or  else  haul  around  a 
bulky  multiple-sheet  feeder. 
To  avoid  those  limitations, 
Girard  designed  an  optional 
sheet  feeder  that  attaches 
seamlessly  to  the  Deskjet 
printer,    even    when  it's 


folded  up  for 
travel. 
The  Deskjet  Por- 
table has  been  particularly 
popular  in  Japan,  but  not  as 
a  portable.  Desk  space  is  so 
tight  in  Japanese  offices  that 
workers  want  something 
that  they  can  easily  shove 
into  a  drawer— no  matter- 
how  good  it  looks. 

By  Robert  D.  Hof  in  San 
Francisco 
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In  this  classroom,  he's  not  just  a 
student.  He's  a  teacher. 


Students  teaching  other  students,  working  together  in 
teams  to  learn.  It's  all  part  of  a  concept  called  collaborative 


learning  —  and  it's  transforming  the 
way  classrooms  work.  Apple"  Macintosh 
personal  computers  are  uniquely 


■■•'v^^ suited  to  this  new  kind  of  learning  envi- 
ronment. With  the  built-in  networking  and  file-sharing 
capabilities  of  Macintosh,  students  can  easily  share  infor- 
mation between  computers  as  they  work  together  on 
projects.  And  because  Macintosh  operates  in  such  a  simple 
and  intuitive  way,  students  at  any  level  can  use  it  to  work 
with  others.  In  the  process,  they  develop  their  social 
and  communications  skills.  And  learning  becomes  more 
exciting,  more  memorable  and  more  meaningful.  At 
Apple,  we're  working  together  with  educators  to  prepare 
students  for  the  most  important  test  of  all:  their  future. 


Apple       Learning  Solutions 


A  SHOT  IN  THE 
ARM  FOR  SALES? 

BIOJECTOR 

DESIGNER:  ZIBA  DESIGN 

obody  likes  needles.  In 
the  age  of  AIDS,  nurses 
and  doctors  want  to  give  injec- 
tions without  the  danger  of  ac- 
cidents. And  anything  that  does  away  with  hypodermics 
would  be  welcomed  by  the  nation's  preschool  set. 

Bioject  Inc.  in  Portland,  Ore.,  thought  it  had  the  ideal  so- 
lution. The  eight-year-old  company,  which  went  public  in 
1988,  had  been  test-marketing  a  product,  the  Biojector,  on  the 
West  Coast  since  1990.  The  handheld  device  uses  compressed 
carbon  dioxide  to  shoot  vaccines  through  the  skin,  making  in- 
jections quicker,  safer,  and  less  intimidating. 

Despite  positive  feedback  on  the  Biojector  concept,  sales 
were  limited.  The  device  could  deliver  only  one  standard  dose 
of  medicine,  0.5  cc,  which  meant  it  wouldn't  work  with  anti- 
biotics. Its  loud  hiss  startled  some  patients.  And  the  long, 
metallic,  flashlight  shape  made  it  awkward  to  use. 

When  Richard  B.  Hollis  became  Bioject's  chief  oper- 
ating officer  in  April,  1992,  after  18  years  at  Baxter, 
Genentech,  and  other  companies,  his  first  decision  <J 
was  to  fix  the  Biojector's  problems.  The  move  took  2 
guts:  Investors  were  pressing  for  solid  sales  income, 
and  a  redesign  meant  delay.  But  he  set  his  engineers 
to  work  on  a  variable-dose,  noiseless  version.  To  get  it 
into  a  user-friendly  package,  he  hired  Ziba  Design,  just 
down  the  road  in  Portland. 

Hollis  gave  Ziba  eight  weeks  to  get  it  right.  Starting  in 
mid- April,  1992,  six  designers,  led  by  Ziba  President  Sohrab 
Vossoughi,  'brainstormed.  Hollis  marshaled  his  own  engi- 
neers to  experiment  with  designs  that  once  seemed  impos- 
sible. The  two  teams  met  once  a  week.  Ziba  developed  pro- 
totypes and  asked  for  feedback  from  users  such  as  nurses. 
Bioject  found  ways  to  vary  the  dose  and  cut  out  the  hiss. 
Ziba's  biggest  challenge  was  winning  over  Bioject's  engi- 


neers.  They  were  proud  of  th 
sophisticated  mechanism  the; 
had  created,  and  some  doubte> 
that  an  outside  industrial-de 
sign  house  would  be  able  t 
add  any  value.  Bioject's  mai 
keting  people  supported  a  de 
sign  overhaul  but  could  no 
sway  the  engineers.  It  too 
personal  intervention  by  Holli 
to  get  Bioject's  engineers  to  cooperate. 

For  example,  Bioject's  engineers  had  designed  a  safet; 
switch  that  had  to  be  held  down  while  the  injection  trigge 
was  pressed.  The  marketing  folks  thought  that  made  the  de 
vice  too  hard  to  use.  They  wanted  the  safety  feature  built  ir 
so  the  trigger  would  not  fire  at  all  unless  it  was  ready  to  ir 
ject.  Ziba  tipped  the  balance,  persuading  Hollis  to  get  his  er 
gineers  to  change  it. 

Bioject's  engineers  also  balked  at  the  idea  of  ehangin; 
the  shape  of  the  tubular  device.  Ziba  wanted  to  cut  it  in  tw( 
moving  the  carbon  dioxide  cartridge  from  behind  to  under 
neath.  Hollis  pushed  his  engineers  to  do  it. 

The  improved  version  that  the  two  teams  came  up  with 
dubbed  Biojector  2000,  looks  very  different  from  th 
original.  It  is  more  compact,  and  the  trigger  meche 
\,  nism,  once  awkwardly  located  on  top  of  the  device 
q  is  where  the  finger  expects  it— underneath.  Instea' 
of  shiny  metal,  the  aluminum  device  is  painted 
pleasing  gray,  with  a  light-blue  accent  on  the  trigge 
mechanism.  "We  have  a  design  that's  not  only  futuristi 
but  elegant,"  says  Hollis,  who  speeded  up  production  of  th 
$995  Biojector  after  signing  a  nationwide  distribution  agree 
ment  in  April. 

Hollis  aims  to  build  Bioject  into  a  $100  million  business  b 
the  year  2000.  After  paltry  revenues  of  $1  million  las 
year  and  with  the  company's  stock  price  stagnating,  hi 
will  need  to  ramp  up  sales  quickly  to  gain  Wall  Street's  re 
spect.  He  is  counting  on  product  design  to  get  him  wher 
he  wants  to  go. 

By  Don  Jones  Yang  in  Seattl 


64  BUSINESS  WEEK/JUNE  7,  1993 


ANNUAL  DESIGN  AW,' 


BEYOND  TALK 
AND  CHALK 

UVEBOARD 

DESIGNER:  XEROX  PARC/ 
PALO  ALTO  DESIGN  GROUP 

Xerox  Corp.  has  good 
reason  to  pay  attention 
to  anj'  design  process  that 
yields  both  an  innovative 
technology  and  new  prod- 
ucts it  can  bring  to  market. 
Its  failure  to  do  so  a  decade 
ago  meant  that  some  of  the 
best  ideas  emanating  from 
its  Palo  Alto  Research 
Center  (PARC)  in  Cali- 
fornia wound  up  en- 
riching other  compa- 


nies. Two  multibil- 
lion-dollar  examples 
are  the  PARC  graph- 
ical-user interface, 
which  went  on  to 
become  a  smashing 
success  as  Apple  Computer 
Inc.'s  Macintosh,  and  the 
center's  printer  research, 
which    led    to  Hewlett- 
Packard  Co.'s  market-domi- 
nating Laserjet. 

In  the  1990s,  Xerox  is  ob- 
sessed with  reversing  that 
trend.  Its  entry  form  for 
the  1993  Industria 


G0\$ 


N^usr*,         Design  Excellence 
Award  states  that 
Xerox'  "primary  ob- 
jective    was  to 
transform  technolo- 
gy developed  in  a  re- 
search environment  into  a 
viable  consumer  product." 
The  gold  award  that  it  re- 
ceived for  Liveboard,  an 
electronic  blackboard,  cer- 
tainly shows  that  it  has 
learned  a  lesson. 

Tapping  into  the  booming 
business  in  videoconferenc- 


ing, the  Stamford  (Conn.)  of- 
fice-equipment company  is 
marketing  an  electronic 
blackboard  that  incorporates 
computer  and  video  technol- 
ogy. Liveboard  provides  an 
on-line  forum  for  interactive 
meetings  anywhere  in  the 
world.  The  machines,  priced 
at  $49,500  each,  allow  partic- 
ipants to  share  information 
and  to  work  simultaneously 
on  the  same  problem. 

Liveboard  uses  a  rear-pro- 
jection, liquid-crystal-display 
screen,  an  Intel  Corp.  486- 
based  PC  that  runs  Micro- 
soft Windows,  and  a  wire- 
less pen.  Starting  with  a 
blank  screen,  users  of  Live- 
board  can  communicate  in 
a  group  or  with  far-flung 
colleagues. 

When  one  or  more  Live- 
wards     are  connected, 
through  phone  lines,  they 
will  enable,  say,  auto  de- 
signers in  Detroit,  Tokyo, 
and  other  cities  to  work 
together  on  a  new  car, 
download  the  finished 
design  into  a  PC,  and 
print  out  a  color  copy  of 
the  sketch  on  a  laser 
printer— all  in  real  time. 

A    menu   of  options 
helps  even  first-timers 
use  the  blackboard,  and 
the  look  of  the  system  is 
inviting     rather  than 
threatening.  In  addition, 
the  Liveboard  is  self-con- 
tained, so  it  can  be  easily 
moved  from  room  to  room. 
So  far,  Xerox  says  about 
10  of  its  machines  have 
been  ordered,  by  custom- 
ers in  education  and  in  the 
automobile  and  insurance 
industries.  About  half  the 
sales  orders   have  come 
from  overseas. 

By  Tim  Smart  in  Stam- 
ford, Conn, 
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[LARRY,  MOE  &  CURLY] 


[RHYTHM  &  BLUES] 


[MICROSOFT  EXCEL,  WORD,  POWERPOINT  &  MAIL] 


[ROY  &  TRIGGER] 


[BACON,  LETTUCE  &  TOMATO] 


[FRED  &  ETHEL] 


[WILBUR  &  ORVILLE] 


SOME  RELATIONSHIPS 
JUST  WORK  PERFECTLY. 


It's  not  just  that  some  of  the  best 
software  for  Windows"  comes  in  a 
single  box.  (Its  called  The  Microsoft 
Office  for  Windows  and  includes 
Microsoft  Excel,  Word,  Mail  and 
PowerPoint  presentation  graphics.) 

The  point  is,  all  of  this  software 
works  together  on  your  comput- 
er. Smoothly.  Intuitively.  So  you  can 
concentrate  on  your  work. 

For  example,  you  can  write  a  re- 
port using  Word,  then  cut  and  paste 
a  chart  from  a  Microsoft  Excel 
spreadsheet  right  into  your  text.  The 
finished  document  will  look  just 
how  you  expected  it  to.  No  surprises. 

With  Mail,  you  can  also  send 
your  report  over  to  the  corner  office 
for  comments.  Or  use  PowerPoint 
to  create  handouts  for  a  big  meeting. 

And  once  you  know  one 
Microsoft  program,  you're  well  on 
your  way  to  knowing  them  all. 
Even  the  first  time,  things  will  look 
reassuringly  familiar.  Menus  and 
toolbars,  for  instance. 

The  Office  is  designed  to  meet 
your  essential  business  needs, 
with  programs  that  work  together 
like  they  were  meant  for  each  other. 

Like  pen  &  paper.  Or  Romeo  & 
Juliet.  Well,  you  get  the  idea. 


Making  it  easier 


£'  1991  Microsoft  Corporation.  All  rights  reserved.  Primed  in  the  USA.  In  the  50  Unired  States,  call  (800)  426-9400,  Dept.  KA2.  customers  in  Canada,  call  (800)  561-9048;  outside 
the  50  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  and  PowerPoint  arc  registered  ttademarlcs  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft 
Cotpotation.  Roy  &  Ttigget  courtesy  of  Rov  Rogers  Enterprises;  Orville  &  Wilbur  Wright  licensed  by  The  Roger  Richman  Agency.  Inc.,  Beverly  Hills,  California;  LARRY,  MOE  & 
CURLY"  and  THE  THREE  STOOGES"  are  trademarks  of  Norman  Maurer  Productions,  Inc 


ROBO- 
LIBRARIAN 

TAPE  LIBRARY 
DATASERVER 
DESIGNER:  IBM 

Microprocessors.  Micro- 
computers. Microma- 
chines.  It  seems  the  world's 
electronic  products  never 
stop  shrinking.  So  at  first 
glance,  IBM's  Tape  Library 
Dataserver  looks  like  a 
throwback  to  the  huge,  hulk- 
ing computers  of  yesteryear. 
Indeed,  at  about  8  feet  wide 
by  8  feet  tall  and  up  to  92 
feet  long,  it's  the  biggest 
machine  IBM  has  ever  made. 

But  for  good  reason.  The 
Dataserver  is  made  precise- 
ly for  very  big  companies, 
such  as  American  Express 
or  Sears,  that  store  huge 
amounts  of  archival  informa- 
tion on  transactions,  custom- 
ers, inventory,  and  employ- 
ees. The  stripped  model, 
which  stores  42  trillion  bytes 
of  data,  lists  at  $400,000. 

But  the  most  striking 
thing  about  the  Dataserver 
isn't  how  much  it  holds,  but 
that  you  can  actually  see 
how  the  information  is  re- 
trieved. Behind  a  glass  ceil- 
ing and  doors,  a  bright  yel- 
low industrial  robot  zips  up 
and  down  a  track  in  response 
to  requests  for  information 
from  terminals  at  a  custom- 
er-service center  or  a  human 
resources  department.  With 
a  surprisingly  fluid  motion, 
the  robot  uses  cameras 
mounted  in  each  "hand"  to 
locate  one  of  up  to  18,900 
numbered  tape  cartridges. 
Then,  it  grabs  the  cartridge 
and  inserts  it  into  a  reader 
that,  in  less  than  a  minute, 
flashes  the  information  on 
the  computer  screen  of  the 


person  who  requested  it. 

Why  display  the  robot 
when  there's  usually  nobody 
around  to  see  it  anyway? 
"We  wanted  to  humanize  the 
technology  by  showing  it  to 
people,"  explains  IBM  design- 
er Martin  J.  Marotti.  In  the 
rival  Storage  Technology 
Corp.'s  machine,  the  robot 
can't  be  seen  from  the  out- 
side. !i  doesn't  hurt  that  the 
robot  immediately  grabs  the 


attention  of  a  poten 
tial  customer.  Ad- 
mits Marotti:  "We 
wanted  a  theatrical 
effect." 

And  it  sure  doesn't  G0\S> 
look  much  like  a  typical  IBM 
product.  Marotti  even  de- 
parted from  IBM's  customary 
cream  motif  to  make  the 
housing  black.  Like  the  wild- 
ly successful  ThinkPad  note- 
book computer,  the  Data- 


server  represents  a 

o  new  freedom  in  de 
o 

%   sign  at  IBM.  "Tn( 
5?  Dataserver  is  an  im 
portant  statement 
that  it's  a  new  era  foi 
us,"  says  Marotti.  "A  lot  oi 
designers  are  itching  to  dc 
things  differently  now  that 
we're  getting  more  free 
dom."  So  far,  so  good. 

By  Robert  D.  Hof  in  Sari 
Jose,  Calif. 
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CADDY'S  295-HP 
SMOOTHIE 


MORTHSTAR  ENGINE     mj  IMhen  Cadillac's 
>ESiGNER:  GENERAL      If  Seville  Touring 
VICTORS  CORP.  Sedan  hit  the  road  last 

>rear,  the  critics  raved.  Finally,  an  American  luxu- 
*y  car  that  could  compete  with  the  Europeans  and 
he  Japanese.  The  only  problem  was,  it  had  a  wimpy 
engine  that  ran  out  of  steam  at  highway  speeds.  But  this 
fall,  Cadillac  responded  to  the  imports'  challenge,  and  it 
las  come  up  with  a  winner:  The  Northstar  engine,  a  4.6-li- 
;er,  aluminum,  32-valve  V-8,  delivers  290  foot-pounds  of 
OTque  and  295  horsepower.  The  engine  is  paired  with  the 
smooth-shifting  electronic  Northstar  transmission  and  pro- 
vides Cadillac's  first  completely  new  power  train  in  more 
;han  a  decade. 

For  the  1993  model  year,  the  system  was  added  to  the  STS 
md  Eldorado  Touring  Coupe,  and  a  retuned  version  of  the 
engine,  with  a  maximum  270  horsepower,  is  available  on 
;he  Eldorado  Sport  Coupe.  Now,  sales  of  those  Northstar- 
squipped  models  are  outstripping  supply.  Models  with  the  old 
200-horsepower  engine  are  languishing  in  showrooms, 
5ven  though  they  list  for  thousands  less  than  the 
^Jorthstar-equipped  versions. 

The  quiet,  smooth-running  Northstar  system  is  a 
jood  match  for  the  sleek  STS  and  stylish  Eldorado. 
Even  at  70  mph,  a  tap  on  the  accelerator  delivers  a 
surge  of  power  that  allows  a  quick  move  into  the  pass- 
ng  lane,  delivering  a  race-car  zip  that  today's  luxury-car  buy- 
3rs  are  accustomed  to.  A  two-piece  engine  block,  usually 
'ound  only  in  racing  engines  or  exotic  sports  cars,  provides 
greater  rigidity  and  quieter  running. 

Cadillac  engineers  knew  that  the  Northstar  had  to  match 
-or  beat— the  world's  best  engines.  So  they  tore  apart  and 
studied  everything  from  Honda  four-bangers  to  a  BMW  V-12. 
Dnce  design  work  had  begun,  computer  simulations  helped 
•educe  the  trial  and  error  that  is  typically  needed  to  fashion 
tarts  that  are  lightweight  yet  strong. 


The  engineers 
also  applied  design-for-manu- 
facturability  techniques  to  reduce 
the  number  of  parts:  Northstar  has 
just  1,200,  vs.  1,700  in  a  Lexus  V-8.  That 
simpler  design  helps  reduce  the  manufacturing  time  per 
engine  by  nearly  60%. 

The  other  components  of  the  Northstar  "system"  are  Cadil- 
lac's new  4T80-E  electronically  controlled  transmission  and 
road-sensing  suspension.  With  Northstar's  increased  power, 
Cadillac  engineers  wanted  to  balance  the  power  train  with  a 
new  suspension  to  maintain  taut,  stable  handling  without  a 
harsh  ride. 

The  road-sensing  suspension  they  came  up  with— which  is 
standard  on  all  Northstar-equipped  cars— is  computer-con- 
trolled to  improve  ride  comfort  and  cornering.  The 
suspension  has  sensors  that  "read"  the  road,  adjust- 
ing shock  absorbers  and  struts  in  milliseconds  when 
the  car  hits  a  bump  or  rut.  It's  fast,  too:  Even  at  60 
mph,  there's  a  reading  once  every  inch  of  road  for 
each  wheel. 

Finally,  Cadillac  wanted  owners  of  Northstar  to  be 
proud  enough  to  pop  the  hood  and  show  off  the  engine.  So 
they  asked  the  design  staff  at  General  Motors  to  spiff  up  its 
appearance.  The  group  added  a  sleek,  fluted  cover  on  top  of 
the  engine,  with  "Northstar"  emblazoned  across  the  side. 
And  the  designers  routed  spark-plug  wires  neatly  along  a  re- 
cessed channel  in  the  ribbed  valve  covers.  Best  of  all,  owners 
who  want  to  ignore  the  engine  certainly  can:  According  to 
Cadillac,  this  power  plant  won't  need  a  tune-up  for  100,000 

miles. 

By  Kathleen  Kerwin  and  David  Woodruff  in  Detroit 
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'YOUR  FRIEND  AND  PLAYMATE' 

B 


MACINTOSH  COLOR 
CLASSIC 
DESIGNER:  APPLE 


od  Brunner,  Apple  Computer 
Inc.'s  manager  of  industrial  de- 
sign, likes  to  describe  his  comput- 
ers in  fond,  emotional  terms.  By  his  reckoning,  the  Macintosh 
LC,  introduced  in  late  1990,  is  "cuddly."  This  year's  award-win- 
ning Macintosh  Color  Classic  is  "like  a  very  friendly  little 
gnome,"  he  says.  "It's  the  creature  that  is  your  friend  and 
playmate."  0.  K.,  it's  not  quite  Barney.  But  Apple's  new  de- 
sign look  is,  well,  cute.  And  the  $1,389  Color  Classic,  intro- 
duced last  February,  is  the  latest  example  of  that. 

The  designers  say  the  Color  Classic  is  "animated 
that  it  has  a  warm  and  fuzzy  personality.  There  is  al- 
most an  ET  look  to  it:  a  big  head  with  looming  eyes 
(the  computer  screen),  a  curling  lip  (the  floppy- 
disk  slot),  a  dent  in  the  forehead  (the  microphone), 
and  feet  that  demand  attention  (the  stand  that  props 
it  up).  "It  becomes  a  variety  of  characters,  depending  on 
who's  looking  at  it,"  says  Classic  designer  Larry  Barbera.  He 
notes  that  colleagues  once  dressed  the  Classic  in  miniature 
Nike  tennis  shoes. 

The  irony  is  that  Brunner's  team  never  set  out  to  create  a 
cuddly  creature.  Their  objective:  to  redesign  the  popular, 
three-year-old  Classic  at  the  same  time  as  it  was  getting  a 
technology  update.  The  new  version  would  have  a  faster 
microprocessor,  a  built-in  microphone,  speakers,  a  bigger 
screen,  and  a  rear  door  for  easy  access  to  circuit  boards. 

The  question  then  became:  Keep  the  Classic's  well-known 
look  or  go  for  a  makeover?  The  answer:  Go  for  the  make- 


COL^ 


over.  "We  were  terrified,"  says  Brunner,  who  joined  Apple 
January,  1990— ten  months  before  the  original  Classic  mac 
its  appearance.  "The  Classic  was  such  an  icon.  To  mess  wil 
it  was  terrifying." 

It  was  also  exhilarating.  Brunner's  19-person  design  tea 
was  trying  to  put  into  words  the  new  Apple  look— animate 
and  lively.  Hunched  over  cups  of  espresso  and  cappuccin 
they  tried  to  describe  what  they  could  easily  visualize.  The 
it  hit  them:  Espresso  was  a  good  metaphor  to  express  t\ 
energy  and  vitality  they  wanted  the  product  to  have.  Wil 
that  in  mind,  they  launched  into  designing  the  Color  Classi 
One  of  their  design  goals  was  that  the  computer's  featun 
should  give  some  indication  of  what  they're  for.  Th« 
should  speak  to  the  computer  user— as  the  designei 
would  say.  The  microphone  that  you  speak  into,  f< 
example,  is  dented  inward.  The  stereo  speake 
where  sound  emerges,  is  curved  outward.  The  a 
vents,  where  air  flows  away  from  you,  are  slantt 
away  like  fish  gills. 
Combine  such  techniques,  along  with  the  new  curves  ar 
rounded  look  of  the  Color  Classic,  and  you  have  a  design  hi 
Says  IDEA  juror  Lou  Lenzi,  manager  of  industrial  design  ; 
Thomson  Consumer  Electronics:  "The  designers  enhance 
an  existing  product  line,  one  of  the  most  challenging  d 
sign  problems  facing  a  mature  business.  They  went  beyor 
the  easy  answer— a  superficial  surface  solution— with  tl 
right  mix  of  user-sensitive  features,  clever  design  details,  ar 
a  fresh  aesthetic." 

Or,  in  Apple-speak,  they  went  espresso. 

By  Kathy  Rebello  i?i  Cupertino,  Call 
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Fear  a/ter  year, 
the  vast  majority  of  our  clients 
say  they  would  refer  a  friend  to 
their  Financial  Consultant  at 
Merrill  Lynch.  Can  your  brokerage 
firm  say  that? 


% 


Merrill  Lynch 


Shawn  J  Lapean  Private  Client  Group 

Financial  Consultant 

One  Financial  Center 
Boston,  Massachusetts  02 11 1 
1-800-637-7455 


Merrill  Lynch 

A  tradition  of  trust. 


ME 


BACK-OFFICE 
WORKBUSTER 

7880  WORKSTATION 
DESIGNER:  NCR  CORP. 

Great  design  is  all  too 
often  associated  with 
successful  consumer  prod- 
ucts, from  a  sleek  Braun  cof- 
fee maker  to  the  "aero- 
shaped"  Ford  Taurus.  These 
are  products  people  enjoy 
using  in  their  daily  lives. 
But  what  about  at  work? 
NCR  Corp.  has  won  a  prize 
for  a  machine  that  most  peo- 
ple will  never  see.  The  com- 
pany, a  unit  of  American 
Telephone  &  Telegraph 
Corp.,  designed  its  7880 
Workstation  to  make  things 
easier  and  more  pleasant  for 
employees  doing  one  of  the 
most  thankless  of  routine 
jobs:  "back-office"  sorting  of 
checks,  remittance  slips,  and 
other  items. 

In  most  banks 
sorting  of  checks 
is    a  high- 
pressure, 
assembly- 
line  type 
of  job  done 
in  basements 
full  of  noisy  ma- 
chines. They  fre- 
quently jam  and 
require  constant  at- 
tention. A  year  and 
a  half  in  the  making, 
the  7880  does  the  job 
more  quietly  by  re- 
placing as  many  as  20 
conventional  sorters 
and  other  machines.  It 
is  designed  to  be  easier 
to  operate- and  maintain 
than   competing  models, 
too.  "Our  mandate  was  to 
improve  the  quality  of  work- 
ing life"  at  banks  and  other 
institutions,  explains  Vern 


Tarbutt,  an  industrial  de- 
signer- at  NCR's  Imaging  Sys- 
tems Div.  in  Waterloo,  Ont. 

The  7880's  job  is  to  pro- 
cess stacks  of  checks,  remit- 
tance slips,  and  other  paper 
items.  Once  its  hopper  is 
loaded,  it  scans  the  pieces 
of  paper  electronically.  Built- 
in  computer  circuitry  reads 
numbers  on  each  item  and 
prints  other  information  on 
them  in  magnetic  ink.  It 
then  sorts  the  checks  or  re- 
mittance slips  into  as  many 
as  40  bins.  Images  of  items 
that  can't  be  read  are  sent 
to  remote  terminals  for  man- 
ual coding. 

A  primary  goal  of  NCR's 
design  group  was  to  make 
the  operation  of  its  check- 
processor  as  intuitive,  as 
easy  to  use  without  refer- 
ring to  manu- 
als, 


as  possible.  Early  on,  test 
subjects  were  videotaped  us- 
ing mock-ups  of  particular 
pieces  of  the  machine.  That 
helped  NCR  modify  'its  final 
design  so  that  it  takes  only 
a  quick  glance  for  a 
worker  to  grasp  its 
workings.  The  entry  £ 
areas     for     docu-  3; 
ments,  for  instance,  * 
are  designed  to  sug- 
gest the  best  hand  mo- 
tions and  the  direction  that 
documents  will  travel.  Over- 
all, the  system  is  controlled 
by  means  of  graphical  soft- 
ware  on   a  video-display 
screen.  Controlling  the  ma- 
chine is  an  IBM-compatible 
personal  computer. 

Special  attention  was  paid 
to  aesthetics,  too,  to  give 
the  7880  a  touch  of  elegance 
not  usually  found  in  bank- 
ing machines.  Important 
components  were  color-cod- 
ed to  help  operators 


run  the  machine,  but  thi 
use  of  accent  colors  was  rd 
strained  to  maintain  a  higl 
degree  of  sophistication.  In 
deed,  Tarbutt  says  custom 
ers  have  expressed  confi 
dence  in  the  machine 
at  least  partly  be 
cause  they  assum< 
that  the  level  o 
outside  detailing  i: 
reflected  in  its  inter 
nal  mechanics. 
Finally,  the  system  wa: 
designed  for  comfortable  usi 
by  a  wide  range  of  people 
from  small  women  to  larg< 
men.  It  has  built-in  storagi 
and  writing  surfaces  and  ; 
movable  keyboard.  And  un 
like  some  other  banking  ma 
chines,  no  particularly  de 
manding  physical  tasks  an 
required  of  the  operator 
What  more  could  you  asl 
for  in  a  check-sorter? 

By  John  W.  Verity  in  Nei 
York 
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Hie  execution  was  innovative 


We  started  by  researching  the  productivity  needs  of  the  business 
community.  The  results  were  innovative  technologies  which  ful- 
filled those  needs.  Our  efforts  were  focused  on  improvements  to  exist- 
ing business  products,  and  then  progressed  to  our  creating  entirely  new 
product  categories  as  well.  This  is  why  today  Canon  is  the  number  one 
business  choice  for  copiers,  color  copiers  and  plain  paper  facsimiles. 

One  of  the  earliest  problems  our  research  and  development 
engineers  tackled  was  the  need  for  businesses  to  have  better  looking 
copies.  As  a  company  with  a  long  history  of  expertise  in  optics, 

it  came  as  no  surprise  that 
i  our  research  team  developed 
new  ways  to  insure  unsur- 

assed  copy  quality. 
The  New 


The  <  jw i«  I ,\X-l  "\  It's  everything  xou've tame to 
expect  from  Canon.  A  plain  paper  fax  with  superior 
imaging  technologies  for  unmatched  text  and  graphic  reproduc- 
tion, and  higher-volume  productivity. 


Process  (NP)  system,  incorporating  our  Toner  Projection  Development 
System,  was  one  of  the  first  steps  in  creating  our  innovative  NP  line  of 
copiers  to  provide  crisp,  clear  copies.  The  next  goal  was  to  insure  that 
our  high-volume  copying  systems  were  reliable,  efficient  and  easy  to 
use,  too.  A  goal  that  has  been  perfected  in  The  Corporate  Line  of  high- 
volume  NP  Copiers. 

To  ensure  The  Corporate  Line  copiers  stay  up  and  running,  we 
utilize  our  patented  Amorphous  Silicon  Drum.  This  Canon  innovation 
can  last  more  than  twice  as  long  as  conventional  drums,  based  on 
copy  volume,  so  scheduled  maintenance  goes  down.  And  since  produc- 
tivity is  as  important  as  reliability,  The  Corporate  Line  has  incredibly 
fast  first  copy  speeds  so  short  runs  are  more  efficient,  and  offers  the 
industry's  largest  paper  capacities,  so  users  will  spend  less  time  copy- 
ing and  more  time  working.  You'll  find  all  these  innovations  in  The 
Corporate  Line,  featuring  the  NP  6060  and  the  NP  9800.  We're  com- 
mitted to  making  The  Corporate  Line  the  best  high-volume  copiers  on 
the  market.  And  it's  breakthroughs  like  these  which  have  helped  make 
Canon  copiers  the  number  one  choice  for  the  last  eleven  years. 

'  m ■»  i .m j jjy  j.i,,' ('(  m mh-ml mlmurk ml  IHIJmJ m ImWh o| (Man Inc.  €>IW(MLS.A..kt. 


Our  engineers  didn't  stop  with  just  improving  high-volume  cop 
systems,  they  also 
improved  our  best- 
selling  line  of  personal 


copiers.  For 
years  Canon 


The  Canon  PC  330  personal  copier.  The  PC  33( 
the  PC  3  301  for  copying  up  to  legal-size)  feati 
our  most  advanced  single-cartridge  system,  requires  no  wa 
time  and  can  even  turn  itself  off  when  you  forget  to. 


recognized  the 
growing  number 
of  people  working  in 
their  home  offices  or  small  businesses.  These  people  had  very  unique 
needs.  They  needed  high-quality,  low-volume  copiers  that  were 
extremely  reliable,  easy  to  use  and  compact  in  size.  The  breakthrc 
invention  was  the  patented  Canon  single-cartridge  system.  In  this  sys 
our  engineers  found  a  way  to  put  everything  that  could  run  out  or  wi 
out  —  the  toner,  developer  unit  and  copier  drum  —  in  one  easy-to-re 
cartridge.  This  single  innovation  made  Canon  personal  copiers  virtua 
maintenance  free,  since  changing  a  cartridge  practically  gives  you  a  b 
new  copier.  But  of  course,  we  just  couldn't  leave  well  enough  alone.  ( 
latest  300  series  personal  copiers  incorporai 
our  newest  single  min 


be  Canon  Color  Laser  Copier  550.  Our  premier  digita 
Color  Laser  Copier,  with  such  convenient  features  as 
color  conversion,  manual  duplexing  and  more,  will  advance  the 
standards  we  have  already  set  for  quality,  productivity  and  flexibility. 


dge  that's  approximately  25  percent  smaller  and  makes  more  high- 
ly copies.  It's  the  reason  our  PC  300  series  line  of  personal  copiers 
iller  and  lighter  than  ever  before.  And  the  reason  why  Canon  per- 
copiers  will  continue  to  be  the  number  one  brand  for  years  to  come. 
With  the  growing  popularity  of  facsimile  machines  in  businesses 
s  the  country,  came  also  the  desire  to  send  and  receive  better  looking 
axes.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  products. 
Combining  unrelated  breakthroughs,  such  as  the 
replaceable  cartridge  system  from  our  personal 
copiers,  and  laser  beam  printing  from  our  desktop 
printers,  we  created  the  foundation  for  our  Laser 
Class  plain  paper  facsimiles.  We  also 
invented  the  Canon  UHQ  fax  imaging 
technology,  which  markedly  improved 
image  transmission,  assuring  that  graphics,  text, 
and  photos  are  sent  with  more  depth  and  clari- 
ty than  ever  before.  What's  more,  our  Hyper- 
Smoothing  enhances  your  incoming  faxes,  so  even  poor  quality 
images  are  improved.  All  of  these  features  can  be  found  in  our 
latest  Canon  FAX-L775.  It  produces  among  the  highest  fax 


i  •  copies  than  any  other  copier  in  its  class,  so  you  don't  have  to 

imaee  resolutions       . ;    .  • — —L—  

0  interrupt  large  copying  projects. 

possible  on  cut-sheet 

plain  paper.  The  FAX-L775,  just  another  reason  why  Canon  Fax 
machines  have  been  the  number-one-selling  plain  paper  facsimiles  for 
three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high-quali- 
ty color  to  business,  color  copying  was  relatively  primitive.  Canon  Color 
Laser  Copiers  brought  color  copying  into  the  next  century,  by  produc- 
ing full-color  copies  with  picture-like  clarity  and  crisp,  black  text.  What's 
more,  they  used  our  Digital  Image  Processing  System  to  give  users  the 
ability  to  manipulate  images.  And  optional  accessories  were  developed 
which  can  connect  both  the  Color  Laser  Copier  350  and  550  to  virtually 
any  color  imaging  source  from  computers  to  video.  When  originally  intro- 
duced, Canon  Color  Laser  Copiers  became  the  number  one  color-copier 
choice,  setting  the  standard  by  which  all  other  color  copiers  are  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
aimed  into  products  that  became  the  market  leaders.  We  call  these  the 
products  of  enlightened  thinking.  After  trying  them,  you'll  see  why  Canon 
is  the  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-800-4321-HOP). 

Canon 


'WHAT  A  JOY 
TO  HOLD' 

PALM-MATE 
DESIGNER:  PATTON 
DESIGN 

■  t's  the  ultimate  toy  for  couch 

■  potatoes— a  remote  control 
that  rests  comfortably  in  the 
palm  of  the  hand,  with  a  de- 
pression on  top  for  your  thumb. 
Once  there,  the  thumb  knows 
instinctively  what  to  do:  Rock  the  button  forward  and  back, 
left  or  right,  to  control  volume  and  channel.  If  you're  using  a 
VCR,  the  button  directs  play,  stop,  fast-forward,  and  reverse. 

Go-Video  Inc.  knew  it  needed  a  second  control  for  its 
vcrs.  The  Scottsdale  (Ariz.)  company  already  includes  a 
full-function  remote  control  with  each  VCR.  But  since  it  sells 
only  dual-deck  VCRs,  that  remote  must  handle  all  of  the 
functions  for  each  deck,  plus  additional  features  such  as 
copy  and  edit.  But  90%  of  the  time,  customers  simply  watch 
rental  tapes.  For  those  occasions,  Go-Video  figured 
folks  wanted  something  simple. 

It  was  hardly  prepared  for  what  Doug  Patton 
came  up  with.  Patton,  who  runs  his  own  design 
firm  in  Irvine,  Calif.,  has  done  remotes  before,  and  in 
1!)!(0,  he  won  an  idea  gold  medal  for  a  three-button, 
pen-size  control  for  Mitsubishi  Electronics.  This  time,  he 
says,  he  wanted  an  even  more  minimal  design:  You  shouldn't 
have  to  move  your  finger  from  button  to  button. 

But  it's  the  shape  that  stunned  Go-Video  and  the  IDEA 
judges.  "I  wasn't  even  thinking  that  a  remote  control  could 
feel  good  in  your  hand,"  says  John  R.  Berkheimer,  chief  en- 
gineer at  Go-Video.  "What  a  joy  to  hold,"  says  Lou  Lenzi, 
manager  of  industrial  design  at  Thomson  Consumer  Electron- 
ics, who  judged  consumer-electronics  products.  "This  touchy- 
feely  approach  to  technology  is  a  welcome  departure  from  the 
intimidating,  hard-edged,  technolook  of  most  electronic  prod- 
ucts." The  rest  of  the  jury  agreed  and  elevated  Lenzi's  silver 
recommendation  to  a  gold  award. 


Patton  can't  point  to  a  single  inspiration  for  the  shap< 
"There  are  lots  of  sensuous  forms  that  relate  to  this  kind  < 
design:  rounded  stones  at  the  beach,  aquatic  creatures,  an 
shells,"  he  says.  "Even  a  surfboard's  shape  is  very  similar 
The  initial  models  that  Patton,  a  surfer,  delivered  to  Go-Vk 
eo,  were,  in  fact,  carved  from  surfboard  foam. 

To  put  the  remote  control,  called  Palm-Mate,  into  pr< 
duction,  Go-Video  had  to  make  a  number  of  changes  to  Pa 
ton's  design.  The  first  was  to  sell  it  as  a  stand-alone  proc 
uct— a  universal  remote  control  that  could  handle  an 
brand  of  TV  and  VCR.  That  required  three  sma 
buttons  around  the  perimeter  to  switch  betwee 
the  different  gear.  In  order  to  accommodate  commo 
AA-size  batteries,  Go-Video  had  to  enlarge  the  elli} 
tical  shape  by  about  8%. 
Patton  had  proposed  a  textured,  rubberized  surfac 
to  give  Palm-Mate  a  stonelike  look  and  a  soft  feel.  But  i 
tests,  Go-Video  noticed  people  would  pick  it  up  and  pla 
with  it  like  a  worry-stone— rubbing  it  for  hours.  "So  durabi 
ity  became  an  issue,  and  the  surface  just  didn't  hold  up,"  say 
Berkheimer.  The  finished  product  has  a  flat,  matte  surface 
Consumers  love  it.  Even  with  the  $30  Palm-Mate  in  limii 
ed  distribution,  Go-Video  says  it  can't  keep  up  with  deman( 
The  company  sold  close  to  10,000  in  its  first  45  days  on  th 
market,  and  in  May  it  ran  300%  over  projected  sales.  Now  i 
the  works  are  more  colors  and  special  versions  for  kids  an 
teenagers. 

By  Larry  Armstrong  in  Irvine,  Call 
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Assume  this  is  a  business  risk  worth  taking. 


First,  lets  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
of  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance  sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
your  feet. 


As  global  as  business  itself. 


In  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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BUSINESS  &  INDUSTRIAL 


GOLD 

Deskjet  Portable  Printer  Hewlett-Pack- 
ard, Boise,  Idaho,  for  Hewlett-Packard, 
Asian  Peripheral  Div.,  Republic  of 
Singapore 

3495  Tape  Library  Dataserver  IBM,  Tuc- 
son, for  IBM,  Armonk,  N.Y. 
Liveboard  Palo  Alto  Design  Group,  Palo 
Alto,  Calif.,  and  Xerox  Palo  Alto  Re- 
search Center  (PARCl,  Palo  Alto,  Calif., 
for  PARC 

PowerBook  Duo  System  Apple  Industri- 
al Design  Group,  Cupertino,  Calif.,  Ap- 
ple Portable  Product  Design,  Cupertino, 
and  IDEO  Product  Development.  Palo 
Alto,  Calif.,  for  Apple  Computer 

SILVER 

7780  Workstation  NCR,  Waterloo,  Cana- 
da, and  NCR,  Dayton,  for  NCR,  Dayton 
IK21.il  Impact  Wrench  Group  Four  De- 
sign, Avon,  Conn.,  and  Ingersoll-Rand, 
Athens,  Pa.,  for  Ingersoll-Rand,  Liberty 
Corner,  N.J. 

CL2000  Disk  Array  Office  Tower  Data 
General,  Westboro,  Mass. 
Adjustable  Keyboard  Apple  Computer, 
Cupertino,  Calif.,  and  Vent  Design, 
Campbell,  Calif.,  for  Apple  Computer 
Convertible  Pen-Notebook  Computer 
IDEO  Product  Development,  Palo  Alto, 
Calif.,  and  GRiD  Systems,  Fremont,  Cal- 
if., for  GRiD  Systems 
Spectrum  Analyzer  ZIBA  Design,  Port- 
land, Ore.,  and  Ono  Sokki  Co.,  Ltd.,  To- 
kyo, for  Ono  Sokki 

12"  Compound  Miter  Saw  Black  &  Deck- 
er, Towson,  Md.,  for  DeWalt  Industrial 
Tool,  Hampstead,  Md. 

BRONZE 

Door  Positioning  Hinge  Southco,  Con- 
cordville,  Pa.,  and  Juliana  Design  Group. 
Exton,  Pa.,  for  Southco 
System  SIMM)  Models  3225/3230/3333 

NCR,  Augsburg,  Germany,  and  NCR, 
Dayton,  for  NCR,  Dayton 
TestBook  Hewlett-Packard,  Sunnyvale, 
Calif. 

440  Personal  Communicator  frogdesign 
team,  Menlo  Park,  Calif.,  for  EO 
Z-System  frogdesign  team,  Menlo  Park, 
Calif.,  for  Zenith  Data  Systems,  St.  Jo- 
seph, Mich. 

Lightwave  Integrated  Network  Cross- 
Connect System  (LINXSI  Telect,  Liberty 
Lake,  Wash. 

ScanJet  lie  Color  Scanner  Hewlett-Pack- 
ard, Greeley,  Colo. 

Storage  Express  ZIBA  Design,  Portland, 
Ore.,  and  Intel,  Hillsboro,  Ore.,  for  Intel 
LaserWriter  Pro  600  &  Pro  630  Lunar 
Design,  Palo  Alto,  Calif.,  and  Apple 
Computer.  Cupertino,  Calif.,  for  Apple 
Computer 

MAX/it  Desktop  Terminal  Si;  Hatiser 
Associates,  Calahasas,  Calif.,  and  Link 
Technologies,  Fremont,  Calif.,  for  Link 
Technologies 

Digitizing  Scanners  IDEO  Product  De- 
velopment, London,  and  OCE  Graphics, 
I  'retell  I  'cdex,  France,  for  '  II  'K 
Graphics 

wmmnzmnm 

GOLD 

Sensor  for  Women  Gillette  Co.,  Boston 
First  Play  PlayWorld  Systems/PlayDes- 
igns.  New  Berlin,  Pa. 
KM 560  Motorized  Stairclimber  Leisure 
Design  Associates,  Chanhassen,  Minn., 


and  Fitness  Master,  Waconia,  Minn.,  for 
Fitness  Master 

My  First  Sony  — Electronic  Sketch  Pad 
and  Animation  Computer  Sony  Design 
Center.  Park  Ridge,  N.J.,  for  Sony, 
Tokyo 

Softouch  Scissors  Fiskars,  Wausau,  Wis. 
Macintosh  Color  Classic  Apple  Comput- 
er, Cupertino,  Calif. 
Thermal  Electric  Grill  Fitch.  Worthing- 
ton,  Ohio,  and  Thermos,  Schaumburg, 
III.,  for  Thermos 

Palm-Mate  Patton  Design.  Irvine,  Calif., 
for  Go  Video,  Scottsdale.  Ariz. 

SILVER 

Trio  Vacuum  Bissell  Industrial  Design, 
Grand  Rapids,  and  INNO,  Atlanta,  for 
Bissell  Homecare  Div. 
Casting  Reel  ZIBA  Design,  Portland, 
Ore.,  and  Fenwick,  Huntington  Beach, 
Calif.,  for  Fenwick 
Tristander  Bissell  Health  Care,  Bay 
Shore,  N.Y.,  and  Tumbleforms,  Dolge- 
ville,  N.Y.,  for  Bissell  Health  Care,  Jack- 
son, Mich. 

Leaf  Eater  Fitch,  Boston,  Polymer  Solu- 
tions, Worthington,  Ohio,  and  Flowtron 
i  iiiidnnr  Products,  Melrose,  Mass..  lor 
Flowtron 

BRONZE 

Cordless  Mulching  Mower  Ryobi  Motor 
Products,  Anderson,  S.C.,  and  Alsup 
Watson  Associates,  Conyers,  Ga„  for 
Ryobi 

Precision  Toothbrush  Human  Factors  In- 
dustrial Design,  New  York,  Colgate, 
New  York,  for  Colgate-Palmolive,  New 
York 

Cordless  HandyMixer  Black  &  Decker, 
Shelton,  Conn. 

VCR  VR5802/VR5602  Design  Continu- 
um. Boston,  for  Samsung  Electronics, 
Suwon  City,  Korea 

Ultrasonic  Toothbrush  Design  Continu- 
um, Boston,  and  Sonex  International, 
Brewster,  N.Y.,  for  Sonex 
Activity  Table  Fisher-Price,  East  Auro- 
ra, N.Y. 


GOLD 

Retractable  Wall  Cord  Steiner  Design, 
Greenwich,  Conn. 

Single-Burner  Portable  Cooker  INNO 
Design,  Sunnyvale,  Calif.,  for  Tong 
Yang  Magic,  Seoul,  Korea 
Metaform  Personal  Hygiene  System  De- 
sign Continuum,  Boston,  for  Herman 
Miller  Research,  Ann  Arbor,  Mich. 
Highlander  Concept  Vehicle  GM  Design 
Center,  Warren,  Mich.,  for  Chevrolet 
Motor  Div.,  Warren 
Leapfrog  Richard  Sapper,  Milan,  Italy, 
and  IBM,  Stamford,  Conn.,  for  IBM,  Ar- 
monk, N.Y. 

"Anthropometron"  Anthropometric 
Measuring  System  Walter  Dorwin 
Teague  Associates,  Redmond,  Wash., 
and  Boeing  PHI  Group,  Seattle,  for  Boe- 
ing Commercial  Airplane  Group,  Seattle 

SILVER 

IMPRAlert  ZIBA  Design,  Portland, 
Ore.,  and  Impra,  Tempe,  Ariz.,  for 
Impra 

One  Piece  Fishing  Pliers  Steve  Visser, 
Miro  Tasic,  and  Ashok  Midha,  West 
Lafayette,  Ind. 

BRONZE 

E2  Designworks/USA,  Newbury  Park, 
Calif.,  for  BMW  Technik,  Munich 
Monet  Klitsner  Industrial  Design,  San 
Francisco,  for  Memtek,  Fort  Worth 


Gig  Saw  Frank  Sterpka,  West  Hartford, 
Conn. 

Endoscope  SG  Hauser  Associates,  Cala- 
basas,  Calif. 


EH 


GOLD 

Edge  Lit  Exit  Sign  Designspring,  West- 
port,  Conn.,  Scientific  Prototype,  New 
York,  and  Autronic  Plastics,  Westbury, 
N.Y.,  for  At.-Lite  Lighting  Equipment, 
Maspeth.  N.Y. 

Birmingham  Civil  Rights  Institute  Exhib- 
it Joseph  A.  Wetzel  Associates,  Boston, 
for  City  of  Birmingham,  Ala. 

SILVER 

Origins  Retail  Stores  Program  Peter 
Forbes  &  Associates,  Boston,  for  ORI- 
GINS Natural  Resources,  New  York 
Furniture  Showroom  STUDIOS  Archi- 
tecture, Paris,  and  Limited  Productions, 
Petaluma,  Calif.,  for  The  Knoll  Group, 
New  York 

"The  Power  of  Maps"  Exhibition  Penta- 
gram Design,  New  York,  for  Cooper-He- 
witt Museum,  New  York 

BRONZE 

SignTrack'"  APCO,  Atlanta 
Display  at  Orgatec  STUDIOS  Architec- 
ture, Paris,  and  3R,  Oberursel,  Germa- 
ny, for  The  Knoll  Group,  New  York 


GOLD 

Tutor  Training  Table  System  Niels  Dif- 
frient,  Ridgefield,  Conn.,  Design  &  De- 
velopment, Pennsburg,  Pa.,  and  Howe 
Furniture,  Norwalk,  Conn.,  for  Howe 
Furniture,  Trumbull,  Conn. 
Genesis  Softside  Easyturn  American 
Tourister  Design  Staff,  Warren,  R.I., 
and  Joy  Tong,  New  York,  for  American 
Tourister,  Warren,  R.I. 
Silhouette  Window  Shadings  Hunter 
Douglas,  Broomfield,  Colo.,  Barbara 
Schirmeister,  for  Hunter  Douglas  Win- 
dow Fashions,  Broomfield 

SILVER 

Orion  AW  Photography  Backpack  Re- 
source International,  San  Ysidro,  Calif., 
for  Lowe  Pro  International,  Scarbo- 
rough, Ont. 

Open  Office  Enclosure  Family  Digital 
Equipment,  Maynard,  Mass. 

BRONZE 

Quantum  Samsonite.  Denver,  and  DA- 
NACO,  Denver,  for  Samsonite 
Playback  Ricchio  Design,  Seal  Beach, 
Calif.,  for  Atelier  International,  Long  Is- 
land City.  N.Y. 

DAL  Fixtures  frogdesign  team.  Menlo 
Park,  Calif.,  for  DAL,  Germany 
Computer  Accessory  Product  Range 

IDEO  Product  Development,  San  Fran- 
cisco, and  Details,  New  York,  for 
Details 


GOLD 

670  Perimeter  Product  Insight,  Acton, 
Mass.,  and  Thornton  Design,  Concord, 
Mass.,  for  Tomey  Technology,  Cam- 
bridge, Mass. 

LAISer  II  SG  Hauser  Associates,  Cala- 
hasas, Calif.,  and  LAIS,  Irvine,  Calif., 
for  LAIS  Advanced  Interventional  Sys- 
tems, Irvine 

Biojector  ZIBA  Design,  Portland,  Ore., 
and  Bioject,  Portland,  Ore.,  for  Bioject 


SILVER 

Lens  Analyzer  350  SOMA.  Portlanc 
Ore.,  for  Humphrey  Instruments,  Si 
Leandro,  Calif. 
Accumet  pH  Meter  ZIBA  Design,  P 
land.  Ore.,  and  Denver  Instrument, 
vada,  Colo.,  for  Denver  Instrument 

BRONZE 

Kamily  CPR  Trainer  Laerdal  Califor 
Long  Beach,  Calif.,  and  Laerdal  Met 
Stavanger,  Norway,  for  Laerdal 
California 
Anatomy  Immersion  Dissecting  Tabl 
McBrayer  Industrial  Design,  New 
Braunfels,  Tex.,  and  KLN  Steel  Pro 
ucts,  San  Antonio,  for  KLN  Steel 
Products 

Insyte  Saf-T-Cath  Becton  Dickinson 
cular  Access,  Sandy,  Utah 
DNA  Sequencer  Lunar  Design,  Palo 
Alto,  Calif.,  for  Li-Cor,  Lincoln,  Neb 


PACKAGING  &  GRAPHICS 


GOLD 

Pill  Dispenser  Package  ZIBA  Design 
Portland,  Ore.,  for  Alnamar,  Beaverl 
Ore. 

SILVER 

GT  Series  Automotive  Loudspeaker  i 
Amplifier  Packaging  Ashcraft  Desigr 
Los  Angeles,  for  JBL  Consumer  Pro 
ucts,  Woodbury,  N.Y. 


Emm 


GOLD 

LH  Midsize  Models:  Dodge  Intrepid, 
gle  Vision,  and  Chrysler  Concorde 

Chrysler,  Detroit 

Northstar  V-8  Engine  GM  Design  Ce 
ter,  Warren,  Mich.,  for  Cadillac  Mot* 
I  'ar  I  >\\  .  I  letroit 

SILVER 

Quest  Nissan  Design  International,  S 
Diego,  for  Nissan  Motor,  Tokyo,  and 
Ford  Motor,  Dearborn,  Mich. 
777  Flight  Deck  Boeing,  Everett,  Wa 
and  Daedalus,  Issaquah,  Wash.,  for  I 
ing,  Seattle 

BRONZE 

Probe  GT  Ford  Motor,  Dearborn,  Mi 


STUDENT  DESIGNS 


GOLD 

imageRING  Jane  Saks-Cohan  of  Prat 

Institute,  Brooklyn,  N.Y. 

Peak  10  Campstove  Brett  Ritter  of  C 

fornia  State  University,  Long  Beach, 

Calif. 

SILVER 

Future  Generation  ATM  Robert  Fitz] 
trick  of  Center  for  Creative  Studies, 
troit,  sponsored  by  NCR,  Dayton 
Spinal  Cord  Injury  Patient  Prone  Cai 

Todd  Hoehn  and  Robert  Meurer  of  ft 
waukee  Institute  of  Art  &  Design,  M 
waukec,  for  CJ  Zablocki  VA  Medical 
Center,  Milwaukee 
Orbit  Lawnmower  Daniel  R.  Vehse  o 
Art  Center  College  of  Design,  Pasadi 
Calif.,  sponsored  by  Honda  Power 
Equipment,  Torrance,  Calif. 

BRONZE 

Cruiser/Commuter  Al  Arrosagaray  o! 
Art  Center  College  of  Design,  Pasadt 
Calif. 

Versajet  Water  Jet  Cutting  System  C 

Blasingame  of  Auburn  University,  Ai 
burn,  Ala. 
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ANNUAL  DESIGN  AW 


Today's  Fortune  1000  corporation 
demands  miracles  erom  its  computing 

infrastructure.  now  with  the 
"rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting 
even  more  out  of  their  existing 
technology,  at  less  cost, 
one  operating  environment  can  help 
you  do  all  this. 


Announcing  Solaris. 


The  Solaris  operating  environment  is 

now  available  on  x86  as  well  as 
sparc  —  the  world's  most  popular 

CISC  AND  RISC  ARCHITECTURES.  It's  THE 
SOFTWARE  OPERATING  ENVIRONMENT  THAT 
PROVIDES  VIRTUALLY  UNLIMITED  ACCESS  TO 
ALL  SYSTEMS  ON  THE  LOCAL  AND  WIDE 
AREA  ENTERPRISE  NETWORKS*. 


M 

■  J . 

i 

l 

if 

This 

MINUTE  OF  STI 

IESS  IS  ABOUT  TO  BE 

it's  scalable  from  pcs  to  mainframes. 
And  it  runs  more  32-bit  applications 

than  any  other  operating 
environment  —  over  7,500  includ- 
ing leaders  like  computer  associates, 
Oracle,  Lotus  and  your  Windows 
software,  too.  from  now  on  you 

can  make  hardware  decisions 
independent  of  software,  preserving 
your  valuable  investment. 

With  Solaris,  information  can  flow 
more  easily,  wherever  it's  needed. 
Cost  centers  can  transform  into 
revenue  centers.  and  users  become 
more  productive. 


For  companies  that  must  maximize 
every  minute  as  never  before,  nothing 
ties  it  all  together  like  solaris. 
Call  1-510-460-3267 
for  more  information, 
it  could  be  your  best  minute  yet. 


The  Network  Is  The  Computer'" 

01993  Sun  Microsystems,  Iru  Sun  Microsystems,  SunSoft,  the  SunSoft  logo,  the  SunSoft  inline 
and  Solans  are  trademarks  or  registered  trademark*  ol  Sun  Mk  rosy  stems,  lie  SPARC  is  ,i  regis- 
tered trademark  ot  SPARC  International,  Im  UNIX  is  a  registered  trademark  ot  UNIX  System 
Laboratories  Inc  All  other  registered  trademarks  are  the  property  ot  their  respective  companies 
"Third-party  software  may  he  required 
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EXECUTIVES 


IS  CHRIS  STEFFEN  TOO  TOUGH 
FOR  HIS  OWH  GOOD? 


Now  at  Citicorp  after  leaving  Kodak,  the  strong-willed  executive  seems  to  have  trouble  fitting  in 


When  Citicorp  Chairman  John 
S.  Reed  went  looking  for  a 
tough-minded  outsider  to  help 
him  fix  the  troubled  banking  giant, 
Christopher  J.  Steffen  seemed  a  natural. 
Never  mind  that  in  April,  Steffen  had 
abruptly  left  his  job  as  chief  financial 
officer  of  Eastman  Kodak  Co.  after  only 
11  weeks.  His  blowup  with  Kodak  Chair- 
man Kay  R.  Whitmore  was  easily  ex- 
plained: Kodak's  inbred,  cautious  cul- 
ture couldn't  tolerate  a  hard-charging 
turnaround  specialist  who  was  willing 
to  wield  the  hatchet. 

That  was  the  story  on  Wall  Street, 
anyway.  Investors  bid  up  Kodak's  mar- 
ket value  by  $2  billion  when  Steffen  ar- 
rived, only  to  take  much  of  it  away 
when  he  left.  But  an  in-depth  review  of 
Steffen's  hopscotching  career  across  nine 
companies  suggests  that  the  51-year-old 
executive  has  had  persistent  problems 
fitting  in.  And  at  a  time  when  boards 
are  increasingly  turning  to  outsiders  for 
help,  Steffen's  story  underlines  a  simple 
fact:  Personalities  matter.  "There's  a 
fine  line  between  finding  outsiders  who 
are  different  but  not  too  different,"  says 
management  guru  David  A.  Nadler. 
LONE  WOLF.  Wherever  Chris  Steffen  has 
worked,  the  burly,  deep-voiced  execu- 
tive has  garnered  raves  for  his  intellect 
and  keen  financial  skills.  He  is  a  master 
at  squeezing  profits  from  disparate  as- 
sets and  a  voracious  cost-cutter.  While 
his  methods  are  brutally  effective,  critics 
charge  that  his  take-no-prisoners  style 
relies  too  heavily  on  numbers.  And  his 
driving  ambition  has  led  to  a  history  of 
clashes  with  colleagues— a  curriculum  vi- 
tae  of  discord  that  suggests  his  sudden 
departure  from  Kodak  should  not  have 
been  so  surprising.  "Chris  always  thinks 
he's  right,"  says  a  former  Chrysler  Corp. 
executive.  "It's  a  level  of  self-confidence 
that  can  get  him  into  trouble." 

business  week  also  has  discovered 
that  the  Kodak  blowup  echoes  an  abor- 
tive stint  at  a  suburban  Chicago  compa- 
ny 12  years  ago— a  position  Steffen 
leaves  off  his  official  resume.  In  January, 
1981,  a  38-year-old  Steffen  became  CFO  of 
a  fast-growing  steel-services  company 


called  Allied  Tube  &  Conduit  Corp.  He 
left  in  March  after  11  weeks.  Chairman 
Theodore  H.  Krengel,  who  since  has 
sold  his  company,  says  the  two  clashed 
when  his  new  CFO  began  making  chang- 
es without  consultation  and  peppering 
board  meetings  with  ideas  he  hadn't 
broached  with  his  boss.  When  Krengel 
read  of  Steffen's  Kodak  troubles,  he 
wasn't  surprised.  "The  guy  did  the  same 
thing  to  me,"  Krengel  says.  "He's  the 
worst  team  player  I've  ever  seen." 

In  his  first  interview  since  leaving 
Kodak,  Steffen  says  he  did  work  for  Al- 
lied Tube— but  mostly  as  a  consultant. 
(Allied  records  show  he  was  a  full  em- 
ployee.) Steffen  insists  there  was  "ab- 
solutely no  problem"  between  him  and 
Krengel,  noting  that  the  story  Krengel 


tells  "is  not  how  I  remember  it,  but 
getting  on  in  years."  As  for  the  gap 
his  resume,  Steffen  says  he  has  also 
out  part-time  consulting  and  teach 
jobs.  "I  don't  have  anything  to  hid< 
have  done  pretty  much  what  I  rep 
sented  in  my  resume." 

Even  leaving  Allied  out  of  the  eq 
tion,  Steffen's  background  raises  pi 
ty  of  questions  for  John  Reed  and  C 
corp.  Chief  among  them  is  whether  I 
has  the  kind  of  culture  that  can  acc< 
modate  Steffen's  abrasive  style.  At  '. 
dak  and  Honeywell  Inc.,  where  Stef 
was  CFO  from  1989  to  late  1992,  the 
tense  executive  created  friction  in  cc 
gial  environments  built  on  consens 
At  Honeywell,  at  least,  several  bo 
members  say  Steffen's  perceived  lacl 


STEFFEN'S  CORPORATE  WANDERINGS 


EASTMAN  KODAK 

(Feb.-Apr.,  1993) 

Hired  amid  great  fanfare  as  CFO.  Clashed  wit] 
CEO  Kay  Whitmore  and  left  after  11  weeks. 

HONEYWELL 

(1989-1993) 

As  CFO,  helped  forge  widely  admired  turnaro 
plan  but  didn't  get  along  with  several  colleague 
Wanted  to  replace  Jim  Renier  as  CEO,  but  son 
board  members  believed  people  skills  were  lac 

CHRYSLER 

(1981-1989) 

As  controller,  Steffen  oversaw  many  cost-cuttii 
efforts.  Said  to  be  a  wizard  at  squeezing  cash  c 
of  inventory.  Relationship  with  CFO  Steve 
Miller  somewhat  rocky. 

ALLIED  TUBE  & 
CONDUIT 

(Jan.-Mar.,  1981) 

Hired  as  CFO  of  this  private  steel-coating  firm 
(now  part  of  Tyco  Laboratories),  but  quarrelec 
with  founder  Ted  Krengel  and  left  after  11  wee 

HYATT 

(Apr.-Dec,  1980) 

As  senior  vice-president  for  finance,  well  regar 
for  financial  acumen.  Devised  imaginative  way 
track  profits  from  hotel  management  contracts 

EARLY  CAREER 

Controller  for  IC  Industries  (now  Whitman),  a 
for  Price  Waterhouse,  various  other  financial 
positions.  Mathematics  degree  from  University 
of  Michigan  in  1964.  MBA  from  Wayne  State 
University  in  1967. 
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jople  skills"  cost  him  a  shot  at  CEO. 
rysler  was  different.  As  controller 
m  1981  to  1989,  Steffen  had  his  clash- 
But  he  was  a  better  fit  within  the 
to  maker's  rough-and-tumble  cult  inc. 
pkin  plan.  A  Detroit  native,  Steffen 
4'an  his  climb  up  the  corporate  lad- 
c  armed  with  a  math  degree  from  the 
dversity  of  Michigan  and  an  MBA  from 
ryne  State  University.  His  financial 
11  and  imagination  emerged  early.  But 
did  his  ambition.  Several  headhunters 
!  be  was  well-known  within  their  com- 
inity  as  an  executive  willing  to  move. 
ie  recalls  having  as  many  as  20  phone 
:iversations  with  him.  Within  one  12- 
mth  period  straddling  1980  and  1981, 
effen  changed  jobs  three  times.  He 
nped  from  IC  Industries  (now  Whit- 
m)  to  Hyatt  to  Allied  before  finally 
iding  the  controller's  job  at  Chrysler. 
When  he  arrived,  Chrysler  was 
the  throes  of  restructuring 
Ler  its  dramatic  govern 
snt  bailout.  Steffen  went 
fht  to  work.  "He  was  the 
st  guy  in  the  world  at 
inging  cash  out  of  the 
lance  sheet,"  says 
ederick  W.  Zuckerman, 
former  Chrysler  financia 
ecutive  who  is  now 
©surer  at  rjr  Nabisco 
c.  Steffen  was  part  o 
e  inner  circle  at  Chrysler 
at  made  life-or-death  de- 


cisions about  its  future.  Meetings  often 
were  intense,  as  executives  heatedly 
hashed  out  plans.  Some  remember  that 
Steffen  would  argue  more  strenuously 
than  most— and  didn't  take  it  well  when 
his  views  weren't  accepted. 

That  attitude  created  friction  with 
then-('F<>  Robert  S.  "Steve"  Miller  Jr. 
"Chris's  ego  started  getting  bigger,"  re- 
calls another  former  high-level  execu- 
tive. "He  thought  he  was  better  qualified 
to  be  CFO  than  Steve."  Insiders  say  Mil- 
ler, in  turn,  thought  Steffen  lacked  an 
understanding  of  how  the  numbers  inter- 
acted with  the  auto  maker's  business. 
The  conflict  never  amounted  to  much, 
since  Chrysler's  culture  tolerated  dis- 
agreement among  its  strong-willed  exec- 
utives. "That  was  life  in  the  boardroom 
at  Chrysler,"  recalls  one  of  them.  "Ia- 
cocca  was  there  to  referee. 
When  he  made  a  deci- 
sion, the  arguing 
stopped." 

Unable  to 
move     up  at 
Chrysler  after 
eight  years, 
Steffen  moved 
out— to  Honey- 
well. Coming  off 
a  big  1988  loss 
ind  rumored  to 
ie  a  takeover  tar- 
get, the  Minneap- 
olis-based compa- 


ny was  floundering.  Executives  had 
started  planning  a  turnaround  strategy 
by  the  time  Steffen  arrived  as  CFO  in 
L989.  He  helped  distill  the  ideas  into  a 
simple,  five-point  plan  that  he  sketched 
out  on  two  restaurant  napkins  one  night. 
Steffen  later  framed  the  napkins  and 
hung  them  in  his  conference  room, 
where  they  became  a  focus  of  resent- 
ment among  colleagues  who  felt  he  was 
grabbing  credit  lor  a  team  effort.  "For 
Chris  to  say  it  was  his  plan  is  stretching 
the  point  a  bit,"  says  Honeywell  corpo- 
rate planner  Lawrence  W.  Stranghoener. 
"He  wasn't  a  savior  in  and  of  himself." 
"ISOLATED."  While  Steffen  won  plaud- 
its on  Wall  Street  as  the  turnaround 
plan  unfolded,  some  Honeywell  execu- 
tives groused  that  he  was  acting  like  a 
cowboy.  Rather  than  wait  for  a  consen- 
sus to  develop  within  Honeywell,  they 
claim,  Steffen  would  announce  his  ideas 
to  investors  and  use  the  pressure  gener- 
ated to  nudge  internal  compliance.  Oth- 
ers applauded  the  strategy  as  a  means 
to  shake  Honeywell  from  its  torpor.  An- 
other common  complaint  is  that  Steffen 
didn't  take  time  to  understand  Honey- 
well's complex  operations.  One  manager 
says  Steffen  never  even  visited  the  Hon- 
eywell operations  based  near  Minneapo- 
lis headquarters.  "He  approached  things 
almost  exclusively  from  a  financial  stand- 
point," says  the  executive.  Echoes  an 
outside  director:  "You  have  to  know 
something  about  the  rest  of  the  compa- 
ny. He  didn't.  And  if  you  don't,  you  have 
to  show  an  interest  in  learning." 

The  discord  between  Steffen  and  Hon- 
eywell's two  top  operational  executives 
became  so  acute  in  1991  that  then-Chair- 
man James  J.  Renier  tapped  an  outside 
"teamwork"  consultant  to  help  repair 
ties.  John  L.  Brekke,  the  consultant, 
says  the  tension  at  Honeywell  was  no 
worse  than  he  had  seen  at  some  other 
companies.  Still,  he  adds,  "Chris  had  a 
difficult  time  understanding  what  it 
meant  to  be  a  Honey- 
weller.  It's  a  very 
caring  organization. 
At   times,   he  felt 
himself  isolated." 

Steffen  won't  com- 
ment on  his  years  at 
Honeywell  except  to 
say:  "You  never  leave 
a  place  where  some- 
>ody  doesn't  say  some- 
thing." And  certainly,  a 
degree  of  antagonism  is 
understandable:  Steffen 
was   a    tough  outsider 
trough  t  in  to  shake  up  a 
eepy  company.  He  engi- 
neered the  firing  of  thou- 
sands and  the  sale  of  a  ma- 
or  division.  "Perhaps  Chris  was  a 
ightning  rod  for  criticism  from  people 
within  Honeywell  who  didn't  like  the 
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steps  we  took,"  says  Renier,  who  re- 
mains a  fan.  "Chris  was  a  good  CFO." 

Personality  conflicts— and  his  lack  of 
operational  experience— however,  helper! 
scuttle  Steffen's  ambition  to  succeed 
Renier.  "When  Chris  arrived,  there  were 
absolutely  no  preconceived  notions  that 
he  couldn't  be  CEO,"  says  a  director.  But 
when  it  came  time  to  choose,  "there  was 
no  real  consideration  of  him,"  the  direc- 
tor says.  "He's  a  very  talented  person, 
but  he's  got  to  learn  that  a  company  is 
not  a  gigantic  machine.  He  has  to  be 
able  to  deal  with  people." 
trepidation.  Kodak's  Whitmore  won't 
comment  on  how  closely  he  looked  at 
Steffen's  background  when  he  hired  him 
as  CFO.  But  he  has  said  he  wanted  a 
tough  guy.  Like  Honeywell,  Kodak  had 
been  floundering  for  years.  Three  inef- 
fectual restructurings,  from  1985  to  1991, 
hadn't  helped. 

Even  before  he  started  work  in  Roch- 
ester, N.Y.,  though,  Steffen  was  using 
Wall  Street  to  guide  the  internal 
Kodak  debate.  In  an  interview  with 
BUSINESS  week  soon  after  his  appoint- 
ment, he  said  Kodak  should  lower  its 
ratio  of  debt  to  total  capital  from  59%  to 
between  30%  and  40%.  It  was  a  figure 
Kodak  hadn't  publicly  embraced  before, 
and  it  committed  the  company  to  selling 
off  a  major  division.  Then  Steffen  turned 
up  the  heat  again  when  he  promised  in- 
vestors a  turnaround  plan  would  emerge 
within  six  months. 

Many  on  Wall  Street  began  viewing 
the  plan  as  Steffen's— an  impression  he 
did  everything  to  encourage.  And  Kodak 
executives  became  sensitive  that  Stef- 
fen's public  posture  was  usurping  Whit- 
more's  role.  When  BUSINESS  WEEK  want- 
ed to  interview  Steffen  for  a  profile  in 
February,  Kodak's  public-relations  de- 
partment requested  the  article  make 
clear  that  Whitmore  hired  Steffen— and 
was  driving  the  turnaround  plan. 

At  Citi,  Steffen's  arrival  is  being 
greeted  with  some  trepidation.  As  a  sen- 
ior executive  vice-president,  he  will  take 
charge  of  internal  operations,  controls, 
and  productivity  programs  at  the  bank. 
Some  fear  more  cutbacks  at  a  company 
that  has  already  chopped  roughly  17,000 
jobs,  or  20%  of  the  work  force,  since 
late  1990.  "Aren't  we  past  the  major 
cost-cutting?"  asks  one  Citicorp  veteran. 
"This  has  obviously  increased  the  anxie- 
ty," says  another. 

As  one  of  Citi's  top  six  executives, 
Steffen  will  find  himself  in  an  intensely 
political  environment  perhaps  more  akin 
to  Chryslers  than  Kodak's.  Sources  say 
top  executives  aren't  afraid  to  slug  it 
out  among  themselves.  "He's  not  going 
to  come  into  a  real  friendly  atmosphere, 
I'll  tell  you  that,"  says  one  insider.  But 
that's  not  likely  to  bother  a  guy  like 
Chris  Steffen. 

By  Mark  Maremont  in  Boston 
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FAST  FOOD  I 


TWO-PRONGED  ATTACK:  PEPSICO  FOODS  ARE  BEHIND  THE  COUNTERS  AND  ON  THE  SHELVES 


DETERGENTS,  AISLE  2. 
PIZZA  HUT,  AISLE  5 


Soon,  wherever  there  are  eaters,  Pepsi  will  be  hawking  fast  food 


If  the  cola  business  has  a  Holy  Grail, 
it's  shelf  space.  For  decades,  the  in- 
dustry giants  have  tried  to  beat  com- 
petitors by  squeezing  them  out  of  super- 
market aisles.  Now,  PepsiCo  Inc.  is  on 
the  same  quest  in  fast  food.  Its  wholly 
owned  fast-food  restaurant  chains— Pizza 
Hut,  Taco  Bell,  and  KPC— are  already 
visible  on  many  street  corners  in  Amer- 
ica. Next,  the  Purchase  (N.Y.)  cola  giant 
wants  virtually  every  American  whose 
stomach  growls  to  be  within  easy  reach 
of  a  meal  made  by  PepsiCo— whether 
there's  a  restaurant  around  or  not.  "It  is 
really  the  mentality  of  the  soft-drink 


business:  Be  ubiquitous  in  distributio 
says  Ronald  N.  Paul,  president  of  Chi 
go-based  food-industry  consulting  ft 
Technomic  Inc. 

That's  why  travelers  at  Minneapc 
International  Airport's  Gate  5  see  botl 
Pizza  Hut  and  a  Taco  Bell.  Food  sh< 
pers  at  the  Gooding's  supermarket 
Orlando  can  stop  at  a  take-out  count 
selling  all  three  PepsiCo  brands.  In  sot 
supermarkets,  customers  can  even 
down  to  eat  before  heading  for  the  p: 
duce  aisle. 

PepsiCo  has  little  choice  but  to  ch£ 
food  customers  in  new  places.  A  g 


SLOW  GROWTH  IH 
RESTAURANTS... 

SAME-STORE  SALES  GROWTH  AT  DOMESTIC 
COMPANY-OWNED  OUTLETS,  PERCENT 


TACO  BELL 

\ 

u 

...HAS  PEPSICO  TRYING 
NEW  TACTICS 

Pizza  Hut  and  Tacc  Bell  use  carts  to  bring 
their  products  directly  to  customers 

The  chains  experiment  with  double 
drive-throughs,  to  feed  more  motorists 

All  three  put  outlets  in  supermarkets  to 
draw  hungry  shoppers 

J  Taco  Bell  launches  a  line  of  taco  shells  anc 
I  beans  in  supermarkets 

DATA:  COMPANY  REPORTS,  PRUDENTIAL  SECURITIES  If 
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fast-food  joints  across  America  has 
ken  its  toll,  shrinking  industry  sales 
owth  to  5%  annually  from  double  dig- 
i  in  its  mid-1980s  heyday.  To  speed  up 
wing  growth  in  its  $8.2  billion  fast- 
xl  operation,  PepsiCo  must  branch  out 
yond  the  22,000-plus  restaurants  that 
■  its  flags  worldwide  (chart).  The  push 
especially  urgent  now  that  some  fizz 
,s  gone  out  of  the  core  soda  unit, 
lere  growth  is  less  than  half  of  what  it 
is  in  1989. 

Bringing  fast  food  where  consumers 
e,  work,  and  play  is  hardly  new.  Mc- 
mald's  Corp.  has  been  serving  up  Big 
acs  in  hospitals  and  at  highway  rest 
3ps  for  years,  and  Little  Caesars  has 

0  kiosks  in  Kmarts  across  the  country. 

it  if  PepsiCo  has  come  late  to  the  par- 
no  one  has  arrived  with  more  energy, 
fact,  competitors  that  don't  respond 
the  relentless  spread  of  its  brand 

,mes  may  find  themselves  squeezed 
t  of  consumers'  minds. 
Today,  Pizza  Hut  and  Taco  Bell  com- 
led  have  over  650  so-called  unconven- 
>nal  sites,  compared  with  about  200 

1  McDonald's  and  96  for  Burger  King 
>rp.  Even  KFC's  management,  which 
•  two  years  has  been  preoccupied  with 
erhauling  the  chain's  menu,  is  sending 
e  Colonel  out  from  his  red-and-white- 
riped  home.  If  you  can't  get  away  for 
fix  of  Hot  Wings,  a  home-delivery  sys- 
m  being  tested  in  65  KFC  outlets  lets 
•u  soothe  your  craving  without  leaving 
>ur  Barcalounger. 

In  another  assault  on  stay-at-home 
lers,  Taco  Bell  Corp.  is  testing  a  line 
taco  shells,  salsa,  and  refried  beans  in 
)00  supermarkets  in  the  South  and 
idwest.  Trend-watchers  say  that's  a 
se  decision,  given  the  changing  eating 
.bits  of  cocooning  baby  boomers.  "The 
arket  for  home-prepared  meals  is  big- 
t  than  the  restaurant  business  will 
er  be,"  says  Harry  Balzer,  vice-presi- 
mt  of  market  researcher  npd  Group, 
ised  in  Port  Washington,  N.Y. 
agon  train.  But  PepsiCo  isn't  aban- 
ming  its  take-out  customers.  Taco  Bell 
is  put  20  supermarket  outlets  in  places 
ch  as  Phoenix  and  Baltimore,  and  in 
veral  cities,  two  or  more  PepsiCo  food 
itlets  sell  side  by  side  in  supermar- 
sts.  Those  in-store  counters  raise  a  po- 
ntial  conflict:  PepsiCo  is  competing 
ith  supermarket  delis,  whose  profit- 
>le  sales  of  take-home  food  grew  12% 
st  year.  And  PepsiCo  needs  the  good- 
ill  of  the  supermarkets  to  get  the  best 
splay  for  its  beverages.  But  Kroger 
3.  spokesman  Paul  A.  Bernish  says 
at  the  extra  traffic  lured  in  by  Pepsi- 
n's foods,  plus  the  cut  supermarkets 
ill  get  from  fast-food  sales,  will  offset 
ly  cannibalization. 

Despite  its  push  into  supermarkets, 
spsiCo  knows  a  lot  of  fast-food  lovers 
'e  still  out  on  the  road.  So,  two  years 


ago,  Taco  Bell  acquired  Hot  'n  Now,  a 
hamburger  chain  based  in  Kalamazoo, 
Mich.,  that  operated  double  drive- 
throughs.  Now,  all  three  PepsiCo  chains 
are  testing  double  drive-through  units 
that  can  speedily  serve  two  cars  at  once. 

Not  content  to  wait  for  customers  to 
drive  in,  PepsiCo  is  rolling  after  them. 
In  early  1992,  the  company  bought  an 
equity  stake  in  Carts  of  Colorado  Inc.,  a 
Denver-based  leader  in  designing  food 
carts.  Taco  Bell  has  already  used  tortilla- 
laden  carts  to  invade  Mexico  by  rolling 
them  into  KFCs  south  of  the  border,  so 
chicken  addicts  can  try  Americanized 
Mexican.  Taco  Bell  has  also  brought  its 
movable  feast  to  stadiums  and  county 
fairs,  while  Pizza  Hut  will  send  wagons 
on  experimental  trips  in  mid-June. 

PepsiCo's  strategy  is  not  risk-free.  Ex- 
tending Taco  Bell's  reach  has  already 
put  the  chain  in  conflict  with  some  of  its 


franchisees,  who  complain  that  new  com- 
pany-owned outlets  and  wagons,  as  well 
as  the  Hot  'n  Now  acquisition,  are  eating 
into  their  territories.  A  worse  problem 
could  develop  if,  in  its  rush  to  expand, 
PepsiCo  were  to  lose  control  of  quality. 
simpler  PICKINGS.  Just  in  case  Pepsi- 
Co's fast-food  blitz  meets  serious  resis- 
tance, the  company  is  also  looking  up- 
scale. On  May  18,  Taco  Bell  announced 
that  it  was  buying  Chevys,  a  Mexican 
casual-dining  chain,  following  PepsiCo's 
purchase  last  year  of  a  majority  stake  in 
the  trendy  California  Pizza  Kitchen  Inc. 
chain  (box). 

Such  additions,  of  course,  also  give 
PepsiCo  new  places  to  peddle  its  bever- 
ages. The  company  decided  long  ago 
that  to  win  the  cola  wars,  you  make  the 
battlefield  bigger.  Now,  to  win  the  fast- 
food  wars,  it's  doing  the  same  thing. 

By  Amy  Barrett  in  Los  Angeles 


PEPSI  IS  GOING  AFTER 
THE  UPPER  CRUST 


Think  designer  pizza  and  junk  food 
don't  mix?  Think  again.  PepsiCo 
Inc.  broke  into  the  full-service 
restaurant  business  last  year  with  the 
help  of  two  left-coast  entrepreneurs 
whose  idea  of  a  good  meal  is  Peking 
Duck  on  a  wholesome  dough  crust. 
Now  they  wash  it  down  with  Pepsi. 
Larry  Flax  and  Rick  Rosenfield,  two 


ROSENFIELD  AND  FLAX:  CALIFORNIA  PIZZA 
RACKED  UP  $60  MILLION  IN  SALES  IN  1992 


lawyers-turned-restaurateurs,  created 
California  Pizza  Kitchen  Inc.  in  1985, 
after  each  had  a  typical  midlife  career 
crisis.  Both  loved  to  cook,  and  both 
noticed  that  in  West  Los  Angeles 
there  didn't  seem  to  be  too  many 
choices  in  dining  between  upscale  and 
downscale. 

POPULAR  RECIPE.  That  middle  market 
is  robust:  In  1992,  casual  chains  grew 
twice  as  fast  as  the  U.  S.  fast-food  in- 
dustry. Flax  and  Rosenfield  enjoyed 
the  ride,  dishing  up  single-serving  pies 
such  as  Caribbean  Shrimp  Pizza  for 


less  than  $10.  Diners  seem  to  like  their 
recipe.  With  $60  million  in  sales  last 
year,  California  Pizza  now  operates  32 
restaurants. 

PepsiCo  liked  the  recipe,  too.  Last 
spring,  just  as  CPK  was  about  to  go 
public,  PepsiCo  offered  $96  million  for 
67%  of  the  chain.  Flax  and  Rosenfield 
got  nearly  $20  million  apiece  and  kept 
50%  voting  control.  For  PepsiCo,  CPK 
is  partly  a  growth  vehicle.  The  chain  is 
adding  20  new  restaurants  this  year 
and  expects  to  open  more  than  25  loca- 
tions in  1994.  But  it's  also  a  classroom: 
Taco  Bell's  President  and  CEO  John  E. 
Martin,  along  with  Executive  Vice- 
President  Kenneth  T.  Stevens,  make 
up  the  PepsiCo  half  of  CPK's  board. 

They're  learning  fast.  PepsiCo  last 
month  made  its  second  move  into  full- 
service  restaurants  by  buying  Chevys, 
a  $95  million  Mexican-food  chain  with 
37  outlets,  mostly  in  Northern  Califor- 
nia. Martin  thinks  Chevys  can  reach  $1 
billion  in  sales  and  300  restaurants  in 
just  five  years.  Pepsi  will  also  consider 
alternative  formats— airport  stands, 
campus  outlets,  and  even  supermar- 
ket products— for  both  Chevys  and  Cal- 
ifornia Pizza,  says  Martin. 

What  do  Flax  and  Rosenfield  think 
of  being  part  of  PepsiCo's  food-busi- 
ness blitz?  Because  they  were  picked 
in  part  for  their  management  savvy, 
they  say  they  still  have  autonomy.  But 
working  for  a  big  company  also  some- 
times gets  them  off  the  hook.  Says 
Rosenfield:  "If  somebody  overcooks  the 
pasta,  poor  Pepsi  gets  the  blame." 

By  Amy  Barrett  in  Los  Angeles 
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OWTH 


IS  DEMOCRACY 
BAD  FOR  GROWTH? 


It  doesn't  ensure  prosperity — decentralization  does.  And  even  dictators  can  create  hot  economies 


The  time  in  is  .July,  1959,  and  the  place  was  the  American  exhib- 
it in  Moscow.  Against  a  background  of  kitchen  cabinets,  U.  S. 
Vice-President  Richard  Nixon  and  Soviet  First  Secretary  Niki- 
ta  Khrushchev  sparred.  Nixon  extolled  tin  prosperity  thai  capi- 
talism had  brought  to  Americans  and  the  freedom  of  choice 
and  liberties  that  democracy  i/are  them.  Khrushchev  retorted  that 
socialist  workers  were  happy  and  had  everything  they  needed. 
Besides,  he  thundered,  in  seven  years  we  shall  surpass  you. 

Khrushchev  was  wrong.  But  was  Nixon  right?  Does  the 
American  way  of  life  ensure  growth  and  prosperity?  Is 
democracy  the  best  way  to  achieve  economic  growth? 
In  the  former  Soviet  Union  and  Eastern  Europe,  in  Latin 
America  and  Africa,  even  in  Asia,  where  a  few  countries 
have  yet  to  board  the  growth  express,  this  has  become  one  of 
the  biggest  issues  of  our  time:  What  is  the  best  political  sys- 
tem for  achieving  economic  growth  and  lasting  prosperity? 

The  answers  aren't  obvious.  Americans  have  always  be- 
lieved that  democracy  is  good  for  growth.  Two  centuries  of 
steady  development  fed  that  belief,  and  only  the  Great  De- 
pression shook  the  faith  for  a  time.  Since  World  War  II, 
though,  democracy  and  prosperity  have  seemed  of  a  piece. 
Only  democracy  offers  freedom  of  choice,  everywhere  from  the 
polling  place  to  the  supermarket. 

But  that  freedom  of  choice  is  hardly  a  prereq- 
uisite for  economic  growth.  On  the  con- 
trary, it  often  seems  to  hinder  it.  India  has 
languished  under  democratic  leadership, 
while  Chile  and  South  Korea,  both  dictator- 
ships until  recently,  are  success  stories.  To- 
day, capitalism  thrives  without  democracy, 
as  the  rapid  growth  charted  by  China's  com- 
munist leaders  amply  demonstrates. 

Nor  does  democracy  ensure  growth  for 
the  world's  leading  industrialized  nations.  Many  are  mired 
in  recession  or  sluggish  recovery,  and  democratic  govern- 
ments from  Italy  to  Japan  have  been  damaged  by  scandal  and 
aren't  delivering  growth.  Just  a  few  years  after  the  fall  of  the 
Berlin  Wall  and  communism's  failure  in  Eastern  Europe, 
democracy's  weaknesses  seem  glaring. 

Just  what  is  the  relationship  between  democracy  and 
growth?  John  F.  Helliwell,  an  economist  at  the  University  of 
British  Columbia,  compared  economic  results  for  nearly  100  na- 
tions from  1900  to  1985  and  concluded  that  there  was  a  slight 
downdraft  for  democracies  compared  with  nondemocracies  or 
authoritarian  regimes.  His  findings  confirm  the  view  that 
over  the  near  term,  authoritarian  governments,  especially 
those  that  offer  citizens  "economic  rights"  such  as  the  protec- 
tion of  private  property,  can  achieve  strong  results. 

But  while  the  evidence  shows  that  democracy  does  not 
lead  to  growth,  it  makes  a  powerful  case  that  growth  leads  to 
democracy.  This  was  something  that  Britain's  worldly  phi- 
losophers of  the  18th  century  knew  in  their  bones.  Now,  as 
this  century  comes  to  a  close,  it  is  a  pattern  being  played  out 


around  the  world.  Growth  leads  to  democracy  for  two  reason 
First,  as  a  small  slice  of  the  population  is  enriched,  the  rest 
the  citizens  agitate  for  their  fair  shot  at  doing  better,  and  su< 
privilege  is  granted  only  in  democracies.  Then,  too,  risir 
incomes  at  first  go  toward  needed  goods  and  investmer 
then  later  toward  more  and  more  of  what  economists  cs 
"luxury  goods,"  such  as  higher  education.  A  more  educat( 
population  tends  to  demand  political  and  civil  lights,  and  so  d 
mocratization  begins. 

Perhaps  the  best  example  of  this  progression  is  South  K 
rea,  where  a  strong  autocratic  regime  set  growth  targe 
and  goals  for  industry  over  the  past  30  years  or  so  through  ; 
Economic  Planning  Board.  By  the  mid-1980s,  Korea  had 
strong  industrial  base,  but  there  were  draconian  antilab 
laws  on  the  books,  and  labor  activists  were  persecuted.  Tl 
June,  1987,  uprising  brought  calls  for  democracy,  and  Preside 
[{oh  Tae  Won,  win.  took  over  in  1988,  started  the  process  1 
guaranteeing  basic  labor  rights  and  adopting  sweeping  r 
forms.  Now  President  Kim  Young  Sam— freely  elected 
1992— is  moving  quickly  to  weed  out  corruption. 
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uthoritarian  governments  have  accom- 
led  economic  growth  through  rigid  controls 
l  the  center,  as  South  Korea,  Singapore, 

numerous  other  regimes  have  done.  But 
er  nations  such  as  China  have  decentralized 

process,  and  rapid  gains  have  been 
eved.  The  example  of  other  economically 
:essful  dictatorships  strongly  suggests  that 
push  for  more  freedoms  will  intensify  in 
la.  For  Russia,  though,  the  prospects  seem 
mer:  Democratization  has  begun,  but  output 
drinking,  ensuring  that  many  parties  will 
le  for  fewer  spoils.  Only  decentralization, 
i  to  the  federalism  that  boosted  America's 
y  growth,  is  likely  to  bring  about  both  a 
ving  economy  and  wider  freedoms. 


Countries 

with  RISING 
INCOMES 
EVENTUALLY 
TURN  MORE 


IBgaWM^lLi 


11  governments  inevitably  play  a  role  in  ordering  people's 
Llives,  but  how  they  do  so  is  critical  in  determining  not 
•  how  free  people  will  be  but  also  how  prosperous.  For 
t  economists,  less  government  rather  than  more  is  prefer- 
:  on  the  grounds  that  it  leaves  individualism  unhindered 

promotes  economic  efficiency.  Few,  however,  take  as  ex- 
ne  a  view  as  Nobel  laureate  Milton  Friedman,  who  has 
a  a  leading  apostle  of  the  minimalist  view  of  government 
;e  88). 

i  real  life,  such  minimalism  doesn't  exist,  because  as  de- 
racies  have  evolved,  their  role  in  determining  economic 
:omes  has  deepened.  For  the  24  members  of  the  Organiza- 
for  Economic  Cooperation  &  Development,  for  instance, 
ss  public  debt  amounted  to  63%  of  gross  domestic  product 
.992-up  from  54%  in  1984.  For  the  U.  S.,  the  share  was 
■  63%— up  from  45%  in  1984.  Total  local,  regional,  and  fed- 
government  outlays  for  all  OECD  nations  shrank  slightly  to 
>  in  1989,  the  latest  year  for  which  complete  data  is 
liable,  from  a  peak  of  41.5%  in  1983.  For  the  U.S., 


the  share  has  been  at  36%  to  37%  since  1983. 

For  years,  the  governments  of  the  devel- 
oped world  have  borrowed  and  spent  heavily  to 
extend  more  benefits  to  the  poor,  the  elderly, 
and  the  infirm,  to  buy  defense,  and  to  employ 
the  millions  of  workers  at  vast  numbers  of 
agencies  and  departments  of  government.  The 
objectives  were  often  worthy,  but  was  the  mon- 
ey well  spent?  Increasingly,  both  the  size  and 
the  effectiveness  of  government  is  being  chal- 
lenged, and  nowhere  more  so  than  in  develop- 
ing nations.  The  fastest-growing  non-democra- 
cies have,  in  fact,  been  those  countries  that 
have  overturned  years  of  government  owner- 
ship and  management  of  business  and  extended 
numerous  protections  to  private  property  own- 
ers—from sensible  regulations  to  lower  business  taxes. 

Take  Mexico,  long  an  authoritarian  democracy  in  which 
one  party  dominated  and  rigid  economic  rules  prevailed.  After 
Harvard-educated  Carlos  Salinas  de  Gortari  took  over  the 
presidency  in  1988,  he  relaxed  restrictions  on  foreign  invest- 
ment, privatized  banks  and  other  industries,  and  eased  hun- 
dreds of  economic  controls  and  regulations.  Incomes  grew, 
worker  productivity  rose  rapidly,  and  capital  that  fled  the 
country  in  the  early  1980s  during  Mexico's  debt  crisis  re- 
turned. Mexico's  example  shows  that  function,  rather  than  size, 
defines  government's  role  in  the  economy. 

Sometimes,  culture  plays  a  role  in  promoting  growth,  as  did 
the  rise  of  the  Protestant  faith  and  the  Protestant  work  eth- 
ic in  Western  Europe.  Similarly,  the  Confucian  tradition  in 
East  Asia  may  have  permitted  strong  leaders  to  exercise  au- 
thoritarian rule.  But  today,  more  and  more  economists  believe 
that  it  is  politics,  policies,  and  institutions— none  of  which 
are  necessarily  culture-specific— that  help  or  hurt  growth. 
"It's  these  arrangements  that  are  overwhelmingly  re- 
sponsible for  economic  performance,"  argues  Mancur  01- 
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son,  an  economist  at  the  University  of  Maryland.  In  South  Ko- 
rea, for  instance,  thousands  of  laws  explicitly  designed  to 
control  economic  activity  may  be  undone,  allowing  businesses 
to  make  decisions  independently.  In  developing  countries, 
streamlined  regulations  and  paperwork  may  encourage  new 
business  formation. 

Similarly,  burgeoning  bureaucracies  and  interest  groups  in 
both  developing  and  industrialized  nations  can  throw  sand 
in  the  economic  gears  and  lead  to  political  paralysis  or  instabil- 
ity. And  political  instability  is  one  surefire  predictor  of  poor  ec- 
onomic performance,  says  Harvard  University  economist  Al- 
berto Alesina  (table).  In  developing 
countries,  the  accompanying  uncer- 
tainty reduces  investment  and  en- 
courages capital  flight,  while  among 
industrialized  nations,  instability 
leads  to  poor  policy  choices.  "If  a 
government  is  unlikely  to  be  reelect- 
ed, it  has  an  incentive  to  follow  par- 
ticularly shortsighted  policies,"  ar- 
gues Alesina.  Italy's  revolving-door 
governments,  for  instance,  averaging 
about  one  per  year  since  World  War 
II,  let  the  government  budget  deficit 
climb  to  14%  of  gross  domestic  prod- 
uct. Its  central  bank,  meanwhile, 
has  struggled  to  control  inflation. 
Italian  voters,  fed  up  with 
widespread  scandal  and  corruption, 
recently  decided  to  scrap  the  propor- 
tional representation  system. 


Before  democracy  was  an  idea, 
i 


'much  less  a  system,  despots  and 
dictators  ruled  the  world.  Some 
were  more  benevolent  than  others, 
but  by  and  large,  these  autocrats 
looked  after  their  own  interests 
first,  seizing  property  and  taxing  in- 
come for  tribute,  ensuring  impover- 
ishment for  the  population  at  large 
by  their  larceny.  Today,  many  such 
dictators  continue  to  rule.  But  in  re- 
cent years  a  new  model  has 
emerged— of  an  autocrat  willing  to 
forgo  bounty  in  the  near  term  to 
enhance  growth  prospects  and  fu- 
ture revenues. 

"The  puzzle  of  the  post-cold-war 
era,"  says  Harvard  economist  An- 
drei Shleifer,  "is  the  emergence  of 
the  secure-property-rights  dictator. 
The  Pinochet  example  is  striking." 
The  experiment  of  President  Salvador  Allende  in  socialism  had 
bitterly  divided  Chile  and  left  the  economy  in  shambles.  It 
wasn't  until  two  years  after  the  military  junta,  led  by  Gener- 
al Augusto  Pinochet,  took  over  that  dramatic  economic  re- 
forms were  adopted,  including  the  lifting  of  controls  on  foreign 
investment  and  the  drastic  reduction  of  import  tariffs.  Occur- 
ring against  a  backdrop  of  human-rights  abuses,  including 
killings  and  "disappearances,"  the  economic  shock  produced  oth- 
er hardships:  The  textile  industry  disappeared  overnight, 
and  unemployment  reached  19.6%  in  198L  Eventually,  labor  un- 
ions started  demanding  political  reform  and  the  Chileans— who 
enjoyed  a  strong  democratic  tradition  before  Pinochet  ap- 
peared on  the  scene— voted  in  a  plebiscite  to  hold  elections. 
Yet  by  the  time  democracy  returned  in  1990.  Chileans  were 
convinced  that  the  economic  model  Pinochet  had  imposed 


HOW  INSTABILITY  HURTS 
ECONOMIC  PERFORMANCE 

Annuol  Average  for  1982-92 


Avg. 

Ava 

Avg. 

Index  of 

inflation 

unemp. 

misery 

political 

82-92 

82-92 

index 

stability* 

(A) 

(B) 

(A+B) 

7.6% 

18.7% 

26.3%  4 

GREECE 

18.0 
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10.1 
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15.0 

2 
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3.5 
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4.3 
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6.1 

14.0 
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10.6 
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was  the  right  one.  In  1992,  unemployment  was  down  to  4 
and  per  capita  income  had  grown  66%  in  real  terms  since 
reforms  began  in  1975.  What's  more,  today,  Chileans  ha^ 
strong  measure  of  control  over  their  own  assets:  Their  s( 
security  payments,  and  matching  payments  by  employ 
now  go  into  private  accounts  that  are  managed  by  fim 
companies,  not  the  government. 

The  autocratic  government  that  directs  economy  policy  j 
a  firm  hand  from  the  center  is  but  one  successful  mode 
growth.  An  equally  compelling  one,  and  one  that  many  bel 
can  coexist  with  democracy,  is 
of  a  federalist  union,  with  polk 
laws,  and  regulations  allocated 
tween  the  center  and  the  regioi 
Such  power-sharing  and  de 
tralization  of  government  has 
torically  proved  a  powerful  impi 
to  growth  and  developmi 
Britain's  Industrial  Revolution 
curred  in  the  "new"  cities  of 
north,  such  as  Birmingham 
Manchester,  where  laws  and  reg 
tions  in  the  wake  of  the  Glor 
Revolution  of  1688  were  looser  t 
in  the  old  financial  centers,  sucl 
London.  And  in  the  U.S.,  ri 
growth  in  the  19th  century  was 
pelled  in  part  by  a  federalist,  sti 
rights  system  that  allowed  agri 
ture  and  industrialization  to  th: 
free  of  central  control. 

To  be  effective  in  promoi 
growth,  federalism  must  be  "r 
ket-preserving,"  says  Barry 
Weingast,  a  senior  fellow  at 
Hoover  Institution.  That  is,  it  n 
limit  the  degree  to  which  a  polii 
system  can  encroach  upon  mark 
Under  a  federalist  system,  locali 
and  regions  evolve  into  "comf 
tors,"  and  if  conditions  aren't  fa 
able,  people  move  between  regi 
What's  driving  rapid  econo 
growth  in  China,  Weingast  figu 
is  federalism,  Chinese-style.  The 
tral  government  doesn't  enforce 
sic  commercial  standards  or  code 
conduct  across  regions,  as  a  ti 
federalist  system  would.  But  at 
township  and  village  level,  indu: 
has  been  "marketized"  through 
elaborate  system  of  incentive  i 
tracts  for  production  and  profit.  In  China,  growth  has  a' 
aged  a  stunning  10%  annually  for  the  past  decade. 

Today,  Russia's  Boris  Yeltsin  could  do  worse  than  take  a 
from  the  Chinese  experience  by  pursuing  decentralization 
gressively.  Yeltsin's  power  to  govern  Russia,  a  federation  oi 
gions,  is  severely  constrained,  and  power  is  spinning  a^ 
from  the  center.  Now,  Yeltsin  hopes  to  corral  those  force 
his  new  constitution,  which  attempts  to  clarify  the  rights  o 
cal  and  regional  governments  (page  51). 

Grigory  Yavlinksy,  an  economist  who  has  worked  clo: 
with  the  region  of  Nizhni  Novgorod  to  implement  economic 
forms,  says  local  governments  should  be  able  to  set  up  tl 
own  regulations  governing  new  enterprises,  trade,  and  1 
tax  proceeds  should  be  allocated  locally.  Procedures  shouk 
simplified,  as  they  have  been  in  Nizhni  Novgorod,  where  en 
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Yep.  Flatter  than 
yesterday's  root  beer. 


No.  Everyone's  fine. 


In  weather  like  this? 


Sooner  is  better. 


Ten  minutes  flat. 
Very  funny. 


.  When  you  want  the  security 
of  a  cellular  phone,  you  need 
the  quality  oj  a  Motorola. 
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preneurs  may  now  register  a  new  business  at  the  post  office. 

Federalism  may  even  be  getting  a  new  lease  on  life  in 
mature  democracies,  where  government's  role  in  promoting  ec- 
onomic growth  is  coming  under  increasing  scrutiny.  The  U.S. 
has  become  far  less  federalist  since  the  early  years  of  its 
development,  and  now  some  experts  are  arguing  in  favor  of  al- 
lowing more  and  more  economic  decision-making  to  perco- 
late up  from  the  grass  roots.  That  way,  local  problems  can  be 
solved  closer-  to  their  source.  Economist  Alice  M.  Rivlin,  now 
Clinton's  deputy  budget  director,  has  urged  a  move  to  a  form 
of  federalism  in  the  allocation  of  tax  revenues,  by  having  the 
federal  government  let  more  spending  powers  devolve  to  the 
states.  And  in  Italy,  the  Lombard  League,  which  has  gained  in- 
creasing popular  support  by  appealing  to  discontent  over 
massive  income  transfers  from  the  prosperous  north  to  the 
poorer  southern  regions,  is  advocating  a  federalist  platform  of 
political  and  economic  decentralization. 

■  n  the  early  1960s,  the  sociologist  Daniel  Bell  made  a  simple 
I  but  telling  observation:  Every  four  years  to  2000  and  be- 
yond, Americans  could  be  certain  that  there  would  be  Presi- 
dential elections.  "How  many  countries  in  the  world  can  you 
say  that  about?"  he  asked. 

That  certainty— and  the  stability  it  conveys— is  a  unique 
characteristic  of  democracies.  Yet  along  with  stability  comes 
flexibility  and  the  opportunity  for  change.  In  democracies,  a 
whole  panoply  of  individual  rights  are  protected  constitution- 
ally. Meanwhile,  political  parties  battle  for  control.  Businesses 
and  individuals  compete  for  profit,  advancement,  and  prestige. 
And  social  institutions,  from  houses  of  worship  to  institu- 
tions of  learning,  compete  for  loyalty  and  support.  Nowhere 


but  in  democracies  do  such  competing  interests  exist.  This  j\ 
taposition  of  certainty  and  flux  is,  ultimately,  the  best  guar; 
tor  of  economic  well-being. 

A  democratic  polity,  says  economist  Douglass  C.  North 
Washington  University  in  St.  Louis,  cannot  long  survive  in 
environment  in  which  there  is  no  economic  growth— differ* 
groups  would  be  constantly  warring  over  how  to  split  a  ] 
unchanged  in  size.  The  obverse  is  also  true:  Growth  a 
prosperity  cannot  long  be  sustained  in  an  environment  that 
undemocratic.  "Over  the  short  run,  dictators  can  always  g 
good  growth,"  says  North.  But  after  a  time,  if  democratizat; 
does  not  begin  to  secure  gains  for  all  the  people  who  ha 
earned  them  as  well  as  ensure  millions  of  others  the  oppor 
nity  to  do  better,  anything  can  happen:  a  change  of  regin 
confiscation,  rebellion,  a  reversal  of  fortunes. 

The  democratic  system  is  an  imperfect  one,  but  it  is  t 
most  desirable  one.  At  that  meeting  in  Moscow  34  years  aj 
Khrushchev  told  Nixon  that  his  grandsons  would  live  in  a  co 
munist  America,  and  Nixon  retorted:  "No,  your  grandsons  v 
live  in  a  capitalist  Russia."  Russia  may  not  yet  be  capitali 
but  Nixon  was  more  correct  than  he  might  have  imagined.  I 
cently,  Khrushchev's  son,  Sergei,  a  visiting  scholar  at  Bro1 
University,  became  a  legal,  permanent  resident  of  the  U.  S.  1 
sons  live  in  Moscow,  and  Sergei  Khrushchev  says  he  miss 
his  homeland.  But,  he  observes,  "I'm  feeling  much  freer  h( 
in  my  own  decisions. ...  In  Russia,  we  must  always  go  and  i 
tor  permission.  It's  not  enough  to  declare  democracy.  Th< 
changes  take  a  long  time." 

By  Karen  Pennar  in  New  York,  with  Gen  Smith  in  Mex 
City,  Rose  Brady  in  Moscow,  Dave  Lindorff  in  Hong  Ka 
and  John  Hossant  in  Rome 


MILTON  FRIEDMAN:  STILL  SINGING  LET  IT  BE 
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sk  Milton  Friedman,  Nobel 
prize  winner  in  economics,  dean 
kof  monetarists,  and  stalwart 
free-marketer,  which  country  in  the 
world  offers  its  citizens  the  broadest 
private-property  rights,  and  his  an- 
swer is,  well,  not  even  a  country: 
"Hong  Kong,"  he  says,  without  missing 
a  beat.  "And  that  won't 
last  for  long." 

In  Friedman's  opinion, 
the  British  Crown  colony, 
which  is  scheduled  to  re- 
vert to  China's  control  in 
1997,  demonstrates  how 
the  combination  of  eco- 
nomic and  civil  freedoms 
offers  the  best  opportu- 
nity for  economic  growth 
and  prosperity.  Growth 
can  occur  without  many 
civil  freedoms,  says  Fried- 
man—witness the  rise  of  Singapore,  a 
benevolent  dictatorship  that  lacks 
many  of  those  liberties.  But  Hong 
Kong,  despite  a  faster-growing  popula- 
tion, did  a  better  job,  he  explains,  by 
extending  both  economic  and  civil  free- 
doms. In  1992,  per-capita  income  for 
the  colony's  5.8  million  people  amount- 
ed to  $16,672,  while  Singapore's  2.8 
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million  residents  enjoy  per-capita  in- 
come of  $15,964. 

As  for  democracy,  that's  another 
matter  entirely.  "Democracy  is  an  ill- 
defined  term,"  says  the  80-year-old 
economist,  who  spent  most  of  his  aca- 
demic life  at  the  University  of  Chicago 
and  is  now  at  the  Hoover  Institution  at 
Stanford  University  in 
Palo  Alto,  Calif.  "It  con- 
fuses civil  freedoms,  such 
as  the  right  to  free 
speech  and  the  right  to 
congregate,  with  political 
freedoms,  such  as  the 
right  to  vote."  And  that 
distinction  is  critical,  he 
argues.  If  Hong  Kong  had 
gained  political  freedom 
as  well,  it  "would  have 
gone  the  way  of  India, 
Ghana,  or  other  former 


British  colonies,  where  those  freedoms 
were  used  to  enact  laws  that  inter- 
fered with  the  exercise  of  civil  and  ec- 
onomic freedoms." 

Welcome  to  the  world  of  Milton 
Friedman,  where  the  only  good  govern- 
ment is  the  most  limited  government- 
one  that  doesn't  set  burdensome  re- 
strictions and  that  doesn't  do  for 


individuals  what  individuals  can  c 
should  do  for  themselves.  The  role  < 
government,  Friedman  still  believes— <. 
years  after  he  wrote  his  paean  to  frei 
market  economics,  Capitalism  and  Fre 
dom— should  be  simply  to  make  rule 
and  play  umpire,  to  arbitrate  whe 
markets  cannot  sort  out  differences. 
take  no  prisoners.  Reasonable?  1 
be  sure.  Friedman's  views  sound 
note  that  even  many  Democrats  toda 
concede:  Government  is  just  too  bij 
But  few  would  go  along  with  Friec 
man's  take-no-prisoners  approach.  An 
time  government  controls  price: 
adopts  zoning  laws,  sets  minimum  wa^ 
es,  forces  individuals  to  save  for  r< 
tirement  (and  decides  how  to  inves 
the  money  for  them),  redistributes  h 
come,  and  above  all,  confiscates  propel 
ty  through  high  taxation,  it's  exceedin 
its  authority,  according  to  Friedman. 

The  passage  of  time,  he  says,  hs 
made  him  more  adamant  than  ever  < 
favor  of  minimalist  government.  "I 
lieve  the  former  communist  nation 
are  trying  to  go  where  we  were  5 
years  ago,"  says  Friedman,  "whil 
we're  trying  to  go  where  they  were  J 
years  ago." 

By  Karen  Pennar  in  New  Yoi 


For  the  past  thirty  years, 
Consumers  Digest,  an 
independent  publication,  has 
published  its  "Best  Buy"  list 
to  help  sort  automotive  fact 
from  fiction.  And  fact  is, 
the  Buick  Park  Avenue  is  its 
choice  for  a  "Best  Buy" 
among  luxury  automobiles  for 
the  second 
consecutive  year. 
Fact,  not  fiction. 
This  finding  is 
based  on  Consumers  Digests 
thorough  investigation  of 


Park  Avenue 
could  be  the  best 
luxury  car  buy 
in  America. 

But  don't  take  our 
word  for  it. 


the  facts:  reliability,  fuel 
economy,  performance, 
braking,  styling  and  overall 
quality.  Facts  that  reflect 
Buick's  commitment  to  offer 
you  not  only  a  safe  and 
dependable  luxury 


automobile,  but  a  car  that 
delivers  what  it  promises: 
quality  and  value. 

An  expert  opinion. 
Don't  take  our  word  that 
Park  Avenue  is  a  "Best  Buy" 
among  luxury  automobiles, 
take  the  word  of  the  experts  at 
Consumers  Digest.  Then,  stop 
by  a  nearby  Buick  dealer 
today  to  test-drive  the  car  the 
experts  are  talking  about. 


The  New  Symbol  For  Quality 
In  America. 


-inance 


BANKING  I 


WHY  THE  CHEMISTRY  IS  RIGHT 
AT  CHEMICAL  

Its  merger  with  Manny  1 1  army  gives  it  a  breadth  unsurpassed  by  other  banks 


Leisure  Bowling  Centers,  with  $8 
million  in  sales,  doesn't  exactly 
rank  in  the  upper  reaches  of  the 
corporate  elite.  The  Syosset  (N.  Y.)  com- 
pany is  just  opening  its  eighth  alley. 
Where  did  Leisure  go  for  the  financing? 
Chemical  Banking  Corp.,  the  third-larg- 
est hank  in  the  country,  with  $82  billion 
in  outstanding  loans. 

Down  the  road,  in  Hicksville,  Long  Is- 
land Lighting  Co.  is  also  a  Chemical  cli- 
ent. In  fact,  after  borrowing  from  the 
New  York  bank  for  years,  the  $10.3  bil- 
lion utility  just  enlisted  Chemical  to  help 
underwrite  and  sell  a  $200  million  bond 
offering.   "We   have  al- 


ways been  extremely  pleased  with  their 
performance,"  says  chief  financial  offi- 
cer Ralph  T.  Brandifino. 

Chemical  Hank  wants  to  do  business 
with  just  about  every  kind  of  customer. 
Flush  from  its  merger  with  the  former 
Manufacturers  Hanover  Corp.,  the  new 
Chemical  is  pursuing  a  strategy  that 
flouts  current  fashions  in  banking.  Oth- 
er major  banks  are  narrowing  their  fo- 
cus and  concentrating  on  niches,  both 
business  and  geographical.  But  Chemical 
seeks  to  become  an  old-fashioned,  widely- 
diversified  bank,  with  a  major 


presence  in  retail  as  well  as  corpo 
banking,  both  in  the  U.  S.  and  abro£ 
Like  proud  parents,  Walter  V.  Shi] 
and  John  F.  McGillicuddy  delight  in 
plaining  how  the  merger  has  given 
new  Chemical  the  wherewithal 
achieve  a  commanding  position  in  a  \ 
ety  of  markets.  "I  think  the  grea 
single  event  the  merger  produced  w; 
took  two  good  banks,  both  of  which 
very  little  in  the  way  of  leadership  j: 
tions,  and  in  putting  them  together 
ated  leadership  positions  right  across 
board,"  says  Shipley, 
the  tall,  patrician  pi 
dent  who  is  slated  to 
place  McGillicuddy 
chairman  and  chief  e 
utive  on  Jan.  1.  Mc( 
cuddy  agrees:  "I  tl 
we've  got  a  great  ru 
front  of  us." 
A  model?  Shipley 
lieves  Chemical,  bo 
ing  new  capital  and 
proved  credit  ratii 
can  make  money  t 
advising  cm  on  sy 
eating  $25  billion 
ank  credit  and  ! 
ing  a  $1,000  CD 
John  Q.  Public.  ' 
feel  there's  strer 
the  diversity 
have,"  he  says, 
he's  right,  Cherr 
stands  to  beconi 
i  model  for  ot 
I  banks  that  are  1< 
ing  to  merge  as 
ranking  indus 
consolidates. 

But  the  strat 
also    has  ris 
Shipley  and 
[Gillicuddy  pie 
|  that  they'll  fr 

I McGillicuddy: 
"WE  FEEL 
THERE'S 
STRENGTH  IN 
THE  DIVERSITY 
WE  HAVE" 


PHOTOGRAPHS  BY  SHONNA  VALESKA 


markets  where  the 
k  is  strong,  but  if 
pre  not  sufficiently 
joined,  Chemical 
Id  find  itself  trying 
lo  too  much.  Some  of 
largest  and  proud- 
banks  in  the  coun- 
-iiu'luding  Citicorp, 
nation's  biggest — 
e  stumbled  after 
V  attempted  a  broad 
ifsification.  • 
fllhough  the  new 
;mical  has  saved 
Hy  $350  million  in 
rating  costs  since 
merger,  it  has  yet 
prune  many  busi- 
ses  that  lack  a 
ing  competitive  ad- 
age. Indeed,  Chemi- 
intent  on  preserving 
collegiality  that  has 
ped  this  first  bank 
Rmerger  of  equals, 
leen  rather  slow  in 
ling  with  many  of 
challenges  posed  by 
deal.  The  bank,  for 
pee,  lias  yet  to  de- 
>p  a  distinctive  cul- 
|  The  old  Manny 
Ry's  culture  was 
.tively  fraternal  and 
•archical.  At  the  old 
Real,  individual  en- 
jreneurship  was  re- 
eled more.  Asked 
ut  the  new  institu- 
.'s  culture,  Shipley 
cribes  it  as  "developing." 
ATES.  Consider  the  formulation  of 
new  Chemical's  mission  statement, 
t  spring,  Shipley,  McGillicuddy,  the 
k's  two  vice-chairmen,  and  a  consul- 
|  holed  up  for  three  days  in  Chemi- 
s  corporate  suite  at  the  Waldorf-As- 
ia to  hammer  it  out.  Ultimately,  they 
duced  a  clear  summary  description  of 
bank  they  hope  to  build:  "the  best 
ad-based  financial  institution,  a  lead- 
in  our  chosen  mar- 
s' But  their  argu- 
its  while  putting  the 
.ement  together  un- 
pore  some  of  the 
llenges  a  diversified 
k  faces.  Hours  went 
lebates  over  how  to 
racterize  the  process 
working  together, 
'inieal  Vice-Chair- 
l  William  B.  Harri- 
•Jr..  the  aristocratic 
'th  Carolinian  in 
rge  of  the  global 
k,  argued  for  the  in- 
tment  banking-like 
Ttnership,"  while 


McGillicuddy  pushed  for  the  more  plebe- 
ian "teamwork."  Vice-Chairman  Edward 
D.  Miller,  head  of  the  consumer  bank, 
worried  whether  tellers  were  really 
ready  for  "empowerment." 

These  potential  problems  are  arising 
just  as  Chemical's  biggest  competitors 
are  getting  back  on  their  feet.  Nations- 
Bank Corp.,  the  superregional  based  in 
Charlotte,  X.  ('.,  is  making  deep  inroads 
in  the  market  for  big  corporate  loans. 


THE  NEW  CHEMICAL:  SO  FA 


CAPITAL 
IS  GROWING. 


.ALONG  WITH 
INCOME... 


IV '91 
▲  PERCENT 


IV  "91  • 

▲  MILLIONS  OF  DOLLARS 


DATA  COMPANY  REPORTS     "EXCLUDES  $625  MILLION  RESTRUCTURING  CHARGE      "EXCLUDES  EMPLOYEES  ADDED  THROUGH  ACQUISITION 


SHIPLEY:  THE  DEAL 
"CREATED  LEADERSHIP 
POSITIONS  RIGHT 
ACROSS  THE  BOARD" 

For  all  these  real  and 
potential  roadblocks, 

the  new  Chemical  has 
already  made  dramatic 
progress.  The  merger 
lias  given  the  bank  the 
size  it  needs  in  a  range 
of  businesses  to  concen- 
trate its  advertising,  re- 
alize economies  of  scale, 
and  drive  its  revenues 
higher  than  almost  any- 
one expected.  "I'm  as- 
tounded by  how  well 
they've  done  on  the  rev- 
enue-producing sides  of 
the  business,"  says  Eu- 
gene M.  McQuade,  the 
former  executive  vice- 
president  and  controller 
of  Manny  Hanny  who  is 
now  an  executive  vice- 
president  and  soon-to-be 
chief  financial  officer 
for  Fleet  Financial 
( iroup  Inc. 

SERVICE  BcNT.  Retail 
banking  is  a  good  exam- 
ple Red.  white,  and 
blue  Chemical  signs  dot 
hundreds  of  New  York 
street  corners,  and  the 
bank  is  second  only  to 
Citicorp  in  its  share  of 
the  consumer-banking 
market  there.  In  a  bid 
LI  to  differentiate  itself 
from  Citi's  emphasis  on  technology  and 
Chase  Manhattan  Corp.'s  subtle  play  for 
affluent  customers.  Chemical's  friendly- 
sounding  advertisements,  many  of  which 
include  employees'  signatures  and  photo- 
graphs, portray  the  bank  as  the  one  with 
the  best  all-around  customer  service. 
Some  bank  executives  even  have  buttons 
on  their  desk  that  read:  "It's  the  custom- 
er, stupid." 

The  same  mindset  prevails  in  the  mid- 
dle-market lending 
group.  Senior  Executive 
Vice-President  William 
H.  Turner  got  Ins  lend- 
ing officers  to  make 
180,000  calls  last  year  in 
New  York  State — more 
than  any  other  New 
York  bank.  Turner  him- 
self makes  calls  on  oc- 
casion, as  do  Shipley 
and  McGillicuddy.  Lei- 
sure Bowling's  Reitzig 
remembers  meeting 
Shipley  at  a  golf  outing 
arranged  for  middle- 
market  clients. 
As    for  corporate 
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..WHILE  THE  HEAD  COUNT 
IS  SHRINKING 


banking,  Chemical  dominates  the  market 
for  large  loan  syndications,  the  business 
of  leading  groups  of  hanks  in  major 
loans  to  corporate  clients.  "Jimmy  Lee 
|  head  of  loan  syndications)  and  his  peo- 
ple have  done  a  great  job  of  capitalizing 
on  the  Manny  Hanny  client  list,  and 
they've  been  able  to  maintain  a  lot  of 
presence,"  says  James  J.  Fuschetti,  head 
of  syndicated  credit  facilities  at  J.  P. 
Morgan  &  Co.  Chemical  did  nearly  twice 
as  much  business  as  its  closest  competi- 
tor in  lil!)2,  and  it  kept  up  the  pace  in  the 
first  quarter  of  1!)!):;. 

The  new  Chemical  is  also  proving  that 
bigger  is  better  in  fee-based  businesses. 
"We  can  match  our  size  and  scale  in 
most  businesses  with  the  biggest  play- 
ers that  are  banks,"  says  Richard  J. 
Matteis,  head  of  Geoserve,  Chemical's 
transaction-processing  unit.  "The  new, 
merged  operation  puts  us  right  in  the 
big  leagues."  Geoserve's  scale,  he  says, 
will  let  him  be  a  buyer  as  fee-based  busi- 
nesses consolidate. 

ratings  boost.  Chemical  is  striking  it 
rich  in  Texas  as  well.  When  Shipley 
bought  Texas  Commerce  Bankshares 
Inc.  in  1987,  the  deal  was  roundly  criti- 
cized by  Wall  Street,  which  felt  Shipley 
overpaid.  But  Shipley  held  on,  and  the 
new  Chemical,  bolstered  by  $1.5  billion 
in  capital  raised  following  the  merger 
with  Manny  Manny,  was  able  to  buy  the 
assets  of  the  former  First  City  Bancorp, 
when  that,  bank  failed  in  1992.  Today, 
Chemical's  Texas  unit  is  the  leading  cor- 
porate bank  in  the  Lone  Star  ^tate,  and 
it  ranks  second  in  the  highly  lucrative 
business  of  banking  for  wealthy  individ- 
uals. That's  especially  helpful  given  the 
improvement  in  the  Texas  economy  since 
the  mid-1980s. 

Chemical  is  even  making  inroads  in 


■  Vice-Chairmen 
Miller  (consumer 
banking)  and  Har- 
rison (global  bank- 
ing) represent  the 
still-nascent  meld- 
ing of  Manny 
Hanny's  regular- 
Joe  ways  with 
Chemical's  more 
white-shoe  culture 


the  booming  market  for  derivatives.  At 
the  end  of  1992,  the  bank  held  interest- 
rate  and  currency  swaps  lied  to  $422 
billion  of  assets,  up  from  $24o  billion  a 
year  earlier.  The  derivative  business  is 
highly  credit-sensitive,  and  Chemical  has 
been  benefiting  from  its  likely  imminent 
advancement  to  double-A  credit  ratings 
from  the  major  rating  agencies.  Says 
Harrison:  "Our  trading  revenues  have 
been  way  ahead  of  where  we  thought 
they  would  be.  We  have  begun  to  close 
the  gap  between  [Chemical  and]  Morgan 
and  Bankers  Trust  in  terms  of  trading 
revenues." 

Further  expansion  is  in  the  works. 
Just  this  month,  Chemical  received  Fed- 
eral Reserve  authorization  to  underwrite 
corporate  bonds,  and  it  aims  to  be  a 
major  player  in  the  next  three  or  four 
years  in  the  market  for  below-invest- 
ment-grade  debt.  On  the  consumer  side, 
the  bank  is  weighing  possible  additional 
investments  in  its  credit-card  and  mort- 
gage businesses. 

At  headquarters,  there's  a  new  cam- 
paign to  promote  "cross-leveraging." 
Bankers  working  on  products  from  cred- 
it cards  to  cash  management  are  devel- 
oping seven-  or  eight-person  task  forces 
to  identify  ways  the  bank  can  expand  its 
sales  of,  say,  cash-management  services 
to  middle-market  borrowers. 

Chemical  still  has  plenty  of  hurdles  to 
clear,  though.  Chief  among  them:  an  ap- 
parent slowness  in  making  tough  deci- 
sions. Shipley  and  McGillicuddy  have 
been  striving  to  avoid  making  officials 
from  either  Manny  Hanny  or  tin.1  old 
Chemical  feel  disenfranchised,  but  the 
emphasis  on  consensus  has  slowed  down 
the  consolidation  of  the  two  companies. 
Although  the  merger  was  announced 
nearly  two  years  ago,  Chemical's  top 


four  officers,  along  with  the  consul' 
firm  First  Manhattan  Consulting  Gn 
are  only  now  starting  detailed  revi 
of  the  bank's  various  business  li: 
Chemical  is  selling  its  upstate  New  Y 
retail  branches  to  Fleet  Financial  Gn 
and  it  is  unloading  some  small  op 
tions  in  Texas.  But  senior  officers 
both  sides  of  Chemical  demur  w 
asked  to  identify  other  businesses  t 
think  don't  make  sense  for  the  bs 
Indecision  about  strategic  focus  c( 
leave  Chemical  with  its  fingers  in 
many  businesses  where  it  doesn't  h 
the  scale  to  dominate,  thereby  dilui 
its  overall  clout. 

"A  CHALLENGE."  Consider  Chemic 
New  Jersey  operation.  It's  the  fifth-lj 
est  bank  in  the  state,  according 
Turner — hardly  the  stature  bank  ( 
cials  say  they're  aiming  for  in  their 
jor  businesses.  "New  Jersey  is  a  c 
lenge  for  us,"  concedes  Turner.  But 
says  the  subsidiary  is  more  profit; 
than  many  banks  in  that  state.  In  f 
he  says,  Chemical  is  considering  acqi 
tions  in  the  ( iarden  State. 

The  strategic  uncertainties  may  s 
in  part  from  the  current  absence  C 
strong  corporate  culture.  Even  tho 
Manny  Hanny  and  the  old  Cherr 
were  more  similar  than  many  other  r 
York  banks,  the  disparity  in  person? 
styles  between  executives  from  the 
banks  is  marked.  McGillicuddy,  extr 
dinarily  gregarious,  is  a  fixture  at  t 
York  charity  events.  He  had  a  rep 
tion  for  protecting  mediocre  emploj 
even  several  levels  down  who  were 
ticularly  loyal  to  Manny  Hanny.  Ch< 
cal  executives  tend  to  be  cooler 
more  remote.  And  there  is  a  class  dif 
ence:  Chemical  "brought  a  lot  more  ; 
penders  to  the  organization,"  says  a 
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Manny  Hanny  employee.  According 
ne  Chemical  banker:  "We've  certain- 
illed  the  old  cultures.  But  if  you  put 
iew  Chemical  people  in  a  room  and 
id  them  to  describe  the  new  Chemi- 
;ulture,  would  you  get  the  same  12 
vers?  No."  The  absence  of  that  corn- 
bond  puts  Chemical  at  a  disadvan- 
to,  say,  Morgan,  where  lateral  hires 
rare  and  where  virtually  all  the 
cers  are  steeped  in  Morgan's  way  of 
g  business. 

le  improving  health  of  the  banking 
stry  is  also  creating  a  challenge  for 
meal.  The  bank  was  able  to  make 
inroads  in  corporate  lending  and  the 
while  other  banks  around  the  world 
;  pulling  back  from  lending.  "There 

obviously  a  vacuum  after  Citicorp 
ped  back,"  says  Robert  Cohen,  head 
>edit  Lyonnais'  American  subsid- 

"Chemical  had  the  momentum  to 
me  the  leading  U.  S.  bank  in  terms 
loan]  underwriting."  But  many  big 
is'  profits  are  rebounding,  so  Chemi- 
vill  soon  face  stiffer  competition. 
od  luck,  gang."  There's  also  been 
3  question  about  the  CEO  succession, 
he  time  of  the  merger,  McGillicuddy 
ned  to  depart  as  CEO  at  the  end  of 
year,  but  he  left  open  the  possibility 
he  would  stay  on  as  chairman.  Ru- 
3  have  swirled  about  whether  he 
Id  in  fact  leave  either  post.  But  both 
illicuddy  and  Shipley  say  emphati- 
■  that  Shipley  is  taking  over  on  Jan. 
IcGillicuddy  is  particularly  explicit, 
uld  I  like  to  be  here?  You  bet  your 
ies  I  would,  because  this  is  a  great 
.nization,"  he  says.  "I  love  the  peo- 
I  love  what  we're  doing  .  .  .  but  I  feel 
i  more  strongly  that  I've  had  my 
.  When  you  have  as  strong  a  group 
'e  have,  then  the  best  thing  you  can 
3  put  your  hat  on,  say,  'Good  luck, 
I,'  and  go  out  and  do  something 

it  even  an  orderly  succession  might 
quiet  some  of  the  cavilers  in  the 
:.  Noting  the  relatively  large  num- 
of  former  Manny  Hanny  bankers 
the  top  of  the  bank  now,  their 
iren  worry  that  old  Chemical  bank- 
20uld  replace  many  of  them  in  the 
'anks. 

lemical  executives  expect  that  such 
tions  as  the  development  of  a  com- 

ethos  will  be  resolved  over  time, 
while,  Chemical  is  generating  earn- 

momentum  from  merger-related 
savings  as  well  as  the  power  that 
is  with  a  dominant  market  share  in 
i  very  lucrative  businesses.  "It 
1  be  the  greatest  bank  in  America 

the  market  shares  it  has,"  says  a 
ler  employee.  "I  wouldn't  bet 
ist  it."  The  new  Chemical's  com- 
3rs  would  be  well  advised  not  to, 
r. 

By  Kelley  Holland  in  New  York 


THE  CAREFUL  NAVIGATOR 
WHO'LL  SOON  BE  AT  THE  HELM 


ill  Ferguson  wasn't  surprised 
.back  in  1986  when  Walter  Ship- 
ley called  to  ask  him  to  head  up 
the  New  York  Blood  Center's  cor- 
porate-donor program.  After  all, 
corporate  chieftains  tap  one  another 
for  charity  work  all  the  time.  But  Fer- 
guson, then  president  of  New  York 
Telephone,  had  plenty  of  reasons  ready 
for  why  he  couldn't  spare  the  time. 
Then,  he  says,  Shipley  surprised  him: 
By  the  way,  Bill,  he  said,  your  term 
would  be  in  1990  and  1991.  With  no 
detailed  plans  for  his  free  time 
four  years  hence,  Ferguson  agreed. 

That  kind  of  patient,  deliber- 
ate planning  is  typical  of  Ship- 
ley. He  still  lives  in  the  town  in 
which  he  was  raised — Summit, 
N.  J. — and  he's  still  happily 
married  to  his  high  school 
sweetheart.  His  choice  of  pro- 
fession was  a  continuation  of  a 
family  tradition:  Shipley's  fa- 
ther, L.  Parks  Shipley,  is  a 
partner  at  Brown  Brothers 
Harriman  &  Co.,  and  his  broth- 
er, L.  Parks  Shipley  III,  was  a 
longtime  senior  official  at  Ir- 
ving Bank  Corp. 
three  loves.  Shipley  is  delib- 
erate in  sports  as  well.  Like 
any  banker  worth  his  salt,  he 
is  an  avid  golfer.  Robert  E.  Al- 
len, chairman  and  CEO  of 
American  Telephone  &  Tele- 
graph Co.  and  a  close  friend  of 
Shipley's,  says  that  for  both  of 
them,  golf  is  their  third  love, 
behind  family  and  work.  Ship- 
ley and  Allen  are  part  of  a  reg- 
ular foursome  who  travel  to  Ireland 
and  Scotland  to  play  the  major  golf 
courses  there. 

Shipley's  patience  comes  into  play 
most  clearly  at  work,  though.  To  close 
the  1991  merger  with  Manufacturers 
Hanover  Corp.,  he  agreed  to  let  Manny 
Hanny  Chief  Executive  John  F.  McGil- 
licuddy take  over  as  CEO  of  the  new 
Chemical  Banking  Corp.  for  two  years. 
"He  has  never  had  a  second  guess 
about  the  arrangement,"  Allen  says.  In 
fact,  in  a  photograph  in  the  bank's  1992 
annual  report,  the  6-foot,  8-inch  Ship- 
ley, perhaps  the  tallest  banking  presi- 
dent in  the  U.  S.,  chose  to  take  a  literal 
backseat  to  the  5-foot,  11-inch  McGilli- 
cuddy by  positioning  his  chair  slightly 
back  from  the  other  man's  so  as  not  to 
tower  over  him. 

Compared  with  the  affable,  outspo- 
ken McGillicuddy,  who  with  his  cigars 


and  pin-striped  suits  often  resembles  a 
banker  from  central  casting,  Shipley 
comes  across  more  like  a  Morgan  Stan- 
ley investment  banker:  soft-spoken,  po- 
lite, reserved,  somewhat  private.  In 
ability,  though,  Shipley  is  fully  McGilli- 
cuddy's  equal.  "He  is  one  hell  of  a 
bright  cookie,"  says  an  analyst.  "If 
you  can  break  through  the  social 
graces,  you  will  find  a  very  contem- 
plative man — and  that's  rare  among 
bank  ceos." 

The  only  apparent  deviation  from  a 
seemingly  preprogrammed  career  path 
occurred  at  Williams  College,  where  he 


SHIPLEY:  TO  CLOSE  THE  DEAL,  HE  AGREED  TO  GO  SECOND 


went  after  graduating  from  public 
high  school  in  Summit.  He  left  after 
three  years,  he  says,  having  "not  ap- 
plied myself  as  rigorously  as  I  did  in 
later  life."  In  New  York,  he  got  a  job 
at  New  York  Trust  Co.,  and  when  that 
hank  was  acquired  by  Chemical,  Ship- 
ley stayed  on.  He  earned  his  bachelor's 
degree  from  New  York  University, 
taking  classes  at  night  with  the  help  of 
Chemical's  tuition-assistance  program. 
He  rose  through  the  ranks  of  corpo- 
rate banking  to  become  chairman  and 
chief  executive  officer  in  1983. 

At  57,  Shipley  still  looks  boyish.  But 
he's  serious  about  his  mission  at  Chem- 
ical. He  had  better  be:  As  incoming 
steward  of  the  first  banking  mega- 
merger  of  the  1990s,  it's  not  just  his 
height  that's  putting  Walter  Shipley  in 
the  spotlight. 

By  Kelley  Holland  in  New  York 


: 
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REAL  ESTATE  I 


PICKING  THE  BONES 
OF  OLYMPIA  &  YORK 


In  U.S.  Bankruptcy  Court,  a  cross-border  battle  for  the  spoils 


ot  too  long  ago,  many  of  the  of- 
fice buildings  in  lower  Manhat- 
tan were  part  of  one  of  the 
world's  biggest  real  estate  empires. 
Now,  that  empire,  Olympia  &  York  De- 
velopments Ltd.  (OYDL),  based  in  Toron- 
to, has  crumbled.  And  in  a  large,  gray 
stone  building,  just  a  short  walk  from 
some  of  o&y's  most  valuable  properties, 
a  bitter  battle  is  now  under  way — in 
U.  S.  Bankruptcy  Court.  At  issue:  Who 
will  control  and  extract  any  value  from 
the  company's  U.  S.  subsidiary,  which 
holds  most  of  the  last  significant  rem- 
nants of  the  O&Y  colossus? 

On  one  side  is  John  E.  Zuccotti,  presi- 
dent of  Olympia  &  York  Cos.  (USA), 
which  is  the  American  subsidiary  of 
OYDL.  Against  all  odds,  he  has  managed 
to  keep  O&Y  USA  functioning  and  out  of 
bankruptcy.  He  is  trying  to  maintain 
control  of  O&Y  USA.  That  effort  has  won 
the  support  of  most  of  O&Y  USA's  credi- 
tors, the  U.  S.  and  foreign  banks  that 
have  $5.3  billion  in  outstanding  loans  to 
O&Y  USA — and  that  are  eager  to  protect 
their  interests. 

On  the  other  side  is  Robert  E.  Lowe,  a 
partner  at  Coopers  &  Lybrand's  Canadi- 
an operation  and  the  Canadian-court-ap- 
pointed administrator  of  the  bankrupt 
parent  company's  assets.  He  would 
also  like  to  control  O&Y  USA.  He  is 
eager  to  protect  the  parent  compa- 
ny's 80'/'   equity  interest  in  O&Y 
I  S.\'s  real  estate  properties. 
HIGH-WIRE  ACT.  James  L.  Gar- 
rity,  the  federal  bankruptcy 
judge,  is  trying  to  get  the  two 
sides  to  work  things  out.  If 
they  don't,  the  properties 
could  well  be  seized  by  the 
banks,  which  might  dump 
some  of  them  on  the  mar- 
ket. That,  in  turn,  could 


sharply  decrease  their  value  and  further 
depress  New  York's  already  belea- 
guered commercial  real  estate  market. 

So  far,  Zuccotti  has  performed  an  im- 
pressive high-wire  act  in  separating  the 
U.  S.  subsidiary  from  the  calamities  of 
its  parent.  To  preserve  cash  and  win  the 
trust  of  creditors,  he  ceased  sending 
part  of  o&Y  I  SA's  revenue  to  prop  up  its 
ailing  parent — despite  protests  by  Paul 
Reichmann,  then  OYDL's  chief  executive. 
Zuccotti  also  refused  suggestions  from 
the  parent  company  that  O&Y  USA  stop 
paying  city  real  estate  taxes.  But  Zuc- 
cotti, a  former  First  Deputy  Mayor  of 


New  York,  arranged  to  pay  the  taxe 
more  manageable  monthly  installme 
rather  than  in  semiannual  chunks. 

Creditors  are  impatient  for  the  j 
lock  to  end,  but  they  are  leery  of  i 
closing.  While  all  12  of  the  New  "5 
properties — a  total  of  about  20  mi 
square  feet — are  in  technical  defauli 
of  May  26  no  creditors  had  move* 
seize  any  properties.  In  a  May  21  r 
ing,  a  lawyer  representing  Sanwa  E 
Ltd.,  a  major  creditor,  testified  abou 
reluctance.  The  lawyer  said  that 
foreclosure  will  be  "disruptive  of 
real  estate  market  in  the  City  of  1 
York,  that  it  will  tend  to  destroy  v 
on  all  the  buildings." 
fresh  snags.  The  heated  cross-bo 
fracas  has  attracted  some  of  New  1 
City's  most  prominent  attorneys. 
May  14,  attorneys  for  Citibank,  w 
made  a  $250  million  loan  to  an  OYDL  i 
filed  a  motion  with  the  U.  S.  Bankru 
Court  to  have  Zuccotti  appointed  "ii 
im  responsible  officer"  of  O&Y  U 
properties.  But  the  Canadian  adminii 
tor  opposed  the  motion,  saying  it  c 
not  give  Zuccotti  that  authority.  I 
sides  are  maneuvering  to  control  a 
board  of  directors  for  O&Y  USA,  w 
would  be  empowered  to  approve  m 
operating  decisions.  On  May  24,  Ji 
Garrity  said  he  would  appoint  an  e) 
iner  to  mediate  between  the  parties 
set  a  June  10  date  for  a  status  heai 
If  there  is  no  progress,  he  could  apr 
a  trustee  to  supersede  both  parties. 

Other  remnants  of  the  O&Y  empire 
also  running  into  snags.  The  $6.5  bi 
Canary  Wharf  project  in  London,  w 
is  now  owned  by  a  consortium  of  ba 
is  embroiled  in  a  new  dispute  witr 
nior  British  government  officials 
funding  for  the  vital  undergro 
rail  link  to  the  project.  Meanw 
Paul  Reichmann  is  on  the  p: 
for  distressed  real  estate  as 
investment  adviser  for  the 
million  Quantum  Realty  F 
launched  by  financier  Ge< 
Soros.  Reichmann  is  sail 
be  scouting  around  in  N 
co.  But  Zuccotti  just  m 
be  aide  to  point  out  s 


good  real  estate  opp< 
nities  in  New  York 


By  Suzanne  Woolh 


New  York 
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ISSC:     d  cuJtmjrk  (if  IBM  Corp  '    1W  IBM  Corp 


We  want  to  make  our  customers  the  most  satisfied  in  our  industry. 
And  the  most  successful  in  theirs. 


A.t  Integrated  Systems 
Solutions  Corporation,  we 
measure  our  success  by  the 
success  of  others.  We  provide 
information  services  and  solu- 
tions that  help  our  customers 
to  prosper. 

We  make  information  technology  work,  to 
give  you  the  competitive  edge  that  it  should,  fast. 
And  by  allowing  us  to  do  what  we  do  best,  you  can 
focus  on  what  you  do  best,  run  your  business. 

Currently,  we  work  with  2,000  customers  in  over 
fifteen  different  industries  to  provide  the  highest- 
quality  service  and  most  cost-efficient  solutions. 

"Chase  is  committed  to  using  innovative  tech- 
nology to  provide  the  best  customer  service.  We 
went  with  ISSC™  for  our  Regional  Bank  technology 
project  because  they  understand  our  needs  and 
have  the  people  and  products  to  meet  them." 
—Arthur  E  Ryan,  President  and  COO,  The  Chase 
Manhattan  Bank. 

"Our  goal  was  to  have  a  state-of-the-art  Managed 
Care  System.  Without  ISSC,  this  would  have  taken 
five  years,  at  extremely  high  risk  and  cost.  With 


ISSC,  we  are  doing  it  in  18 
months."— Dr.  John  Pet  Mo, 
President  and  CEO,  Blue  Cross/ 
Blue  Shield  of  New  Jersey. 
"ISSC  leapfrogged  us  to  the 
cutting  edge  two  years  earlier 
than  we  could  have  on  our  own,  while 
conserving  capital.  Now,  that  technology  is 
supporting  our  people  and  serving  our  customers." 
—Jack  Futterman,  President  and  CEO,  Supermarkets 
Genera/. 

ISSCs  services  include  systems  integration  and 
consulting,  voice  and  data  network  management, 
application  development  and  maintenance,  busi- 
ness recovery  services  and  more.  We  have  all  the 
resoun  es  youd  expect  from  a  subsidiary  of  IBM/ 

Let  us  show  you  how  you  can  use  information 
technology  as  a  competitive  weapon.  Call  1  800 
USE-ISSC  between  7AM  and  8PM  Eastern  Daylight 
Time.  We're  very  eager  to  start  working  for  you. 


ISSC 

Your  Resource  For  Succes 


8  O 
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IliEFFIYfllE 


BY  GENE  G.  MARCIAL 


GOING  OUT 
ON  A  LIMB — 
FOR  SPIDERMAN? 


Lizbeth  Barron,  one  of  the  hottest 
entertainment  stock  pickers 
around,  hasn't  been  shy  about 
sending  a  strong  sell  signal  on  such 
biggies  as  Time  Warner,  Paramount, 
and  Disney,  even  when  the  crowd  is 
going  the  other  way.  And  neither  has 
she  held  back  on  bullish  calls  when  she 
thought  shares  were  ripe  for  the  pick- 
ing. These  days,  the  S.  G.  Warburg  & 
Co.  vice-president  is  negative  on  Para- 
mount, wary  of  Time  Warner,  cool  to- 
ward Disney.  What  does  she  like?  Mar- 
vel Entertainment  Group,  which  hasn't 
got  many  analysts  marveling. 

The  bears  have  been  heavily  short- 
ing Marvel,  the  nation's  largest  creator 
and  publisher  of  comic  books  and  other 
illustrated  action  material.  About  3.9 
million  shares,  or  more  than  one-third 
of  the  company's  10  million-share  float, 
have  been  sold  short.  The  bears  argue 
that  Marvel,  which  leaped  from  17  a 
share  in  late  February  to  28%  on  May 
25,  will  plunge  before  long. 

The  shorts  contend  that  the  populari- 
ty of  comic  books  is  on  the  wane.  So 
Marvel,  they  say,  can't  maintain  rapid 
growth.  They  also  say  Marvel  overpaid 
when  it  shelled  out  $265  million  for 
Fleer,  a  leading  sports-card  marketer, 
since  that  business  has  peaked,  too. 

Such  claims  don't  faze  Barron,  who 
has  just  raised  her  1994  Marvel  esti- 
mate to  $1.35  a  share  from  $1.30,  vs. 
$1.05  for  1993.  In  1995,  she  expects 
$1.65.  Marvel  earned  66<t  in  1992. 
comic  ROCK.  Barron  believes  that  the 
shorts  will  bite  the  dust.  "Over  the 
past  four  months,  Marvel  has  experi- 
enced the  highest  unit  and  dollar  sales 
volume  in  its  history  as  the  market  for 
its  products  expanded  rapidly,"  says 
Barron.  The  comic-book  business'  near- 
term  prospects  "continue  to  be  quite 
strong,"  says  Barron,  and  should  en- 
able Marvel  "to  meet  our  second-quar- 
ter estimate  of  26<t  a  share,"  vs.  15<t  a 
year  ago.  She  thinks  her  1993  and  1994 
forecasts  are  on  the  low  side  because 
management  indicates  that  it's  possible 
for  sales  to  jump  307  in  1993. 

Barron  notes  that  Marvel  will  em- 
bark on  new  businesses  to  enhance  its 
core  operations,  including  a  television 
series  with  such  Marvel  characters  as 
Spiderman  and  X-Men,  as  well  as  vi- 
deogames. Marvel  also  plans  to  publish 


BARRON:  UNFAZED  BY  THE  BEARS,  SHE  SAYS 
MARVEL'S  PROSPECTS  ARE  "QUITE  STRONG" 


a  line  of  illustrated  kids  sports  maga- 
zines, rock  'n'  roll  comic  books,  and 
comics  for  the  Japanese  and  Taiwanese 
markets.  The  $8  billion  Japanese  comic- 
book market  dwarfs  the  $1  billion  U.  S. 
market,  notes  Barron. 

Barron  predicts  that  over  the  next 
two  years,  Marvel  stock  will  hit  45, 
based  on  the  company's  25%  growth 
rate.  New  York  financier  Ron  Perel- 
man  recently  raised  his  stake  in  Marvel 
from  607  to  807  in  a  tender  offer. 


A  'DOUBLE  PLAY' 
ON  DIASONICS 


This  may  be  one  of  those  "where 
else,  but  on  Wall  Street"  stories. 
Buy  one  stock  and  end  up  owning 
three  stocks  with  a  combined  value 
more  than  twice  the  original  stock.  The 
company  is  Diasonics,  a  maker  of  X- 
ray  machines  and  ultrasound  systems. 

Diasonics  shares  have  been  in  a 
downswing  all  year,  due,  in  part,  to 
spreading  worry  over  rising  medical 
costs.  Trading  at  16  in  mid-February, 
the  stock  has  dropped  to  10.  Aware 
that  Diasonics'  assets  are  worth  much 
more  than  10,  management  decided  to 
split  Diasonics  into  three  public  entities 
to  better  define  their  market  values. 

The  proposed  split,  expected  to  be 
done  by  early  September,  has  "real 
shareholder-enhancement  benefits," 
which  make  the  three  companies  worth 
a  combined  $25  in  about  a  year,"  fig- 
ures Tom  Fendrich,  who  heads  Fen- 
drich  Associates  Institutional  Re- 
search. He  sees  the  stock  rising 
possibly  to  18  over  the  near  term. 


The  company's  three  major  oper 
tions  are  the  OEC  Medical  Systems-Sp 
cialty  X-ray  unit,  Diasonics'  strongei 
business,  consisting  of  mobile  X-rz 
and  fixed-room  imaging  systems;  Di 
sonics  Ultrasound,  which  hopes  to  r 
build  leadership  status  by  introducin 
the  Spectra  VST  product  line  that  hel{ 
physicians  make  more  accurate  diai 
noses;  and  FOCAL  Surgery,  whose  fir; 
product,  Sonablate,  is  almost  ready  f< 
market.  This  equipment  produces  hig 
intensity  ultrasound  waves  shown  i 
be  effective  in  treating  enlarged  pro 
tate  glands  without  surgery. 

Fendrich  puts  a  value  of  $15  a  shai 
on  the  OEC  unit  and  $5  for  Ultrasoun 
FOCAL  Surgery,  says  Fendrich,  is  worl 
another  $5.  At  least  one  money  manaj 
er  agrees  with  Fendrich.  He  has  acc 
mulated  about  5%  of  the  stock. 


THIS  INSURER 
SHOULD  TAKE  COVER 


Will  U.  S.  Facilities,  a  provid< 
of  specialty  insurance,  nec 
an  insurance  policy  of  i' 
own  against  a  possible  hostile  takeov< 
bid?  So  far,  Chairman  and  CEO  Georj 
Kadonada  doesn't  think  so.  He  hi 
publicly  stated  that  the  company  isn 
for  sale  and  that  he  is  unaware  of  ar 
interest  in  a  deal.  Yet  U.  S.  Facilities 
of  rising  interest  to  some  pros. 

One  New  York  money  manager  i 
sists  that  another  insurer  is  very  inte 
ested  in  U.  S.  Facilities'  growing  shai 
of  the  booming  medical  stop-loss  insu 
ance  market.  Medical  stop-loss  insu 
ance  limits  the  liability  of  a  self-insun 
employer  under  its  group  health  plai 
This  pro  believes  shares  of  U.  S.  F 
cilities,  now  trading  at  91//2,  are  "eno 
mously  undervalued,"  trading  belo 
the  company's  book  value  of  $10 
share.  He  notes  that  this  is  one  reasc 
why  at  least  three  investment  group 
including  one  led  by  New  York  inve 
tor  Gary  Siegler  and  SC  Fundaments 
have  been  accumulating  shares  in  tl 
company.  The  stock  hit  a  high  of  11 
early  May,  fueled  by  rumors  of  a  tak 
over  offer  by  one  of  the  groups.  Th; 
fizzled  out,  and  now  there  are  whispe 
about  the  takeover  interest  of  a  larj 
private  insurance  company. 

One  big  investor  says  U.  S.  Facility 
is  worth  $20  a  share  in  a  takeover  de; 
The  talk  is  that  the  company  is  consi 
ering  buying  back  shares  and  initiatir 
paying  a  cash  dividend.  Analyst  Fr< 
Hill  at  Hermitage  Capital  sees  the  coi 
pany  earning  $1.25  this  year  and 
in  1994,  vs.  1992's  $1.10. 
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Helen  Hayes 


1900  - 1993 


"All  through  the  long  winter  I  dream  of  my  garden. 
On  the  first  warm  day  of  Spring  I  dig  my  fingers  deep  into 
the  soft  earth.  I  can  feel  its  energy,  and  my  spirits  soar." 

-Helen  Hayes,  1992 


Whenever  we  are  in  the  garden, 
we  shall  remember  our  dear  friend. 


MIRACLE-GRO 


8:00  Home  t tier  breakfast,  you  check  your  calendar  on  your  PowerBook  Duo  The 
day  looks  like  it'll  be  a  breeze.  You'll  put  a  few  finishing  /ouches  on  the  Q2 forecast 
presentation  that's  due  in  a  few  days,  return  some  calls  and  bare  a  free  afternoon. 


9: 1 5  Your  Office  You  slide  your  PowerBook  Duo  into  the  Duo  Dock  and  start  in 
Suddenly,  e-mail  chimes.  Your  boss  wank  you  on  the  noon  s/mttleto  Boston,  topi 
the  Q J  forecast  to  his  boss.  Also,  a  client  wants  to  see)  vu  ASAP.  You  hit  the  eject  b 


2:50  Borrowed  Office  -1  colleague  is  tit  lunch,  so  you  borrow  his  Duo  Dock  You 
log  onto  e  mail  back  at  the  home  office  and  learn  your  group  has  just  won  a  new 
account.  You  put  this  news  into  your  presentation  tand  change  a  few  colors,  too). 


3:30  Conference  Room  You  clip  on  the  Duo  MiniDock  and  run  the  presentation 
your  PowerBook  Duo  Everyone's  impressed—  especially  the  guy  who  asks  a  set* 
questions  about  a  six-month-old project.  You're got  win -files,  so  you're  got the  ani 


No  other  computer  could 


For  years,  you've  been  trying  to  keep  up  with  computers 
Now  there's  a  computer  that  can 
actually  keep  up  with  you:  the 
Apple  PowerBook  Duo'  System. 

It's  nothing  less  than  the  most 
flexible,  adaptable  and  personal 
computer  in  the  world. 

On  the  road,  it's  a  slim,  sleek 
and  powerful  notebook  computer. 


PowerBook  Deo  210 

PowerBook  Deo  230 

Weight 

4.2  pounds 

4.2  pounds 

Memory 

■4  MB  exp  to  24MB 

-i.MB  exp  10  24MB 

Storage 

80MB 

80MB  or  120MB 

Display 

9-inch  backltt 

9-inch  backlit 

Battery 

Up  to  4.5  hours 

Up  to  4.5  hours 

Speed 

25  MHz  68030 

33 MHz  68030 

In  the  office,  when  plugged  into  a  Duo  Dock,  it  instantly  becoil 
a  fully  expandable,  no-compromise  desk] 
computer  that  lets  you  work  with  a  full-si! 
keyboard  and  up  to  a  l6-inch  color  moni) 
But  what  really  sets  the  PowerBook  D 
System  apart  from  conventional  dockiii 
systems  is  a  bit  of  engineering  genius  cal| 
PowerLatch  '  technology.  A  combination  | 
elegant  hardware  and  intelligent  software  i 


■  ■ 
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four  Client's  Office  That  $5  million  project  the  client  told  yon  teas  off  last 
('son  again.  And  tine  in  two  weeks.  You  type  up  job  orders,  which  you'll  tax 
wPowerBookwhen  you  get  to  Boston.  Now,  however,  you  have  to  get  to  the  airport. 


12:^0  Noon  Shuttle  All  the  files  and  software  you  useatyoui  desktop  are  with  you 
You  pull  up  the Q2 presentation  and  make  the  reiiwns  to  reflect  the  new  assignment. 
Then  you  write  a  memo  to  your  team  to  make  sure  that  everything's  on  schedule, 


MEMO 

Mir  Office  On  the  way  home,  you  siring  by  the  office  to  tie  up  a  few  loose  ends, 
•your  boss.  He  heard  the  meeting  went  well,  and  wants  you  to  fly  out  and 
to  the  people  in  London.  Tomorrow.  You  send  out  a  memo  to  update  your  staff 


8:30  Living  Room  Since  you've  got  all  yow  files  and  software  right  there  with  you 
you  could  study  the  new  research  data  or  finish  up  those  performance  renews  But 
hew  enough  is  enough  You  settle  back  in  yow  rediner  and play  a  few  rounds  oj  Ictus 


)u  through  a  day  like  this. 


you  move  in  and  out  of  the  office  with  tremendous  ease. 
There  are  no  cables  to  fiddle  with  and  no  complicated 
onfiguring"  procedures.  Just  slip  the  PowerBook  Duo  into 
)uo  Dock,  and  the  system  automatically  recognizes  all  your 
working  resources  and  attached  peripherals. 
Simply  push  a  button,  and  a  motor  gently  releases  the 
erBook  Duo.  (It  will  remind  you  to  save  any  unsaved  files, 
jse  you  forget.)  Now,  wherever  you  go,  your  files  go  with  you. 
can  even  add  an  optional  PowerBook  Express  Modem,  to 


let  you  send  and  receive  documents  while  you're  on  the  road. 

To  experience  the  PowerBook  Duo  System  for  yourself,  call 
800-732-3131,  extension  100,  for  the  name  of  the  authorized 
Apple  reseller  located  nearest  you.  (If  you're  in  Canada,  call 
800-665-2775,  extension  910.)  And  no  matter  how  dramatically 
things  may  change  in  your  life,  at  least  you'll  always  have  the 
one  power  you  can  depend  on.  The  power  to  be  your  best. 

PowerBook  Duo  from  Apple  m 
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MULTIMEDIA  I 


BOOB  TUBE 
NO  MORE 


The  race  is  on  to  build  digital  TV  converters — and  some  will  lose 


e 

c 


The  computer  industry  has  seen  the 
future,  and  it's  sitting  in  your  liv- 
ing room.  Today,  your  television 
brings  you  The  Simpsons  and  Murphy 
Brown.  But  in  a  few  years,  it  will  bring 
you  on-line  shopping,  electronic  bank- 
ing, and  electronic  video  mail. 

Of  course,  all  by  itself,  the  low-tech 
TV  won't  suddenly  become  an  on-ramp 
to  the  digital  information  highway. 
Thg_ brains  will  come  from  a  new 
form~^oT~c^T5Te~7;oTivef^grbox^one 
souped  up  with  the  electronics,  of_a 
-s^olShisticafecI  personal  computer. 
Even  without  all  the  new  in- 
formation services,  the 
new  digital  cable  boxes 
will  be  needed  just  to 
surf  through  the  500 
channels  that  cable  com- 
panies promise,  starting  as 
soon  as  next  year.  Market  re 
searcher  Paul  Kagan  Associates 
predicts  that  by  1996,  the  U.  S 
market  for  digital  cable  convert- 
ers will  reach  4.5  million  units  an- 
nually, as  cable  companies  upgrade 
the  65  million  converter  boxes  now 
in  use.  The  new  boxes  will 
cost  $200  to  $300  apiece, 
about  twice  as  much  as  cur- 
rent cable  boxes. 
NEW  ALLIANCES.  But  winning 
the  race  to  create  the  new  set 
top  box  will  involve  bigger  rewards: 
Whoever  controls  the  converter  stands 
to  gain  a  key  role  in  determining  the 
shape  of  the  digital  future.  That's  be- 
cause the  new  set-top  boxes  likely  will 
be  the  gatekeepers— or  tollbooths— foi 
the  information  highway. 

That's  why  computer,  cable-TV,  home 
electronics,  software,  and  phone  com- 
j  panies  are  racing  to  create  such 
boxes.  And  because  the  risks  are 
high,  companies  from  chipmaker 
Intel  Corp.  to  gamemakei 
Sega  Enterprises  Ltd.  are 
teaming  up  with  the  cable 
industry  in  the  hopes  of 
building  the  universal  set- 
top  box  for  the  age  of  interactive 


television.  "The  TV  is  the  most  prevalent 
information  device  in  use  today,"  says 
Nathan  P.  Myhrvold,  Microsoft  Corp.'s 
vice-president  for  advanced  technology 
and  business  development.  "When  it  be- 
comes interactive,  it  will  make  a  pro- 
found change  in  the  way  we  live." 


TIME  WARNER,  SCIENTIFIC-ATLANTA,  TOSHIBA 
Build  digital  cable  boxes  for  Time  Warner's 
interactive  cable  system  in  Orlando 


INTEL,  MICROSOFT,  GENERAL  INSTRUMENT 

Create  next-generation  cable  boxes  using  Intel's 
microprocessors,  a  version  of  Microsoft  Windows,  and 
General  Instrument's  digital  compression  technology 


3D0  OWNED  BY  TIME  WARNER,  MATSUSHITA,  AT&T,  ELECTRONIC  ARTS 
Devise  a  "multiplayer"  box  that  attaches  to  TVs  to  play 
video  games  and  educational  CDs,  as  well  as  to  control 
interactive  cable  TV 


SILICON  GRAPHICS  AND  TIME  WARNER 

Develop  interactive  cable  boxes 
with  enhanced  graphics  capabilities 


HEWLETT-PACKARD,  TV  ANSWER 
Build  boxes  to  control  interactive 
TV  using  a  radio-based  system 


UNITED  VIDEO,  SCIENTIFIC-ATLANTA,  ZENITH, 
GENERAL  INSTRUMENT,  KALEIDA  LABS 

Make  boxes  that  will  accept  plug-in  modules  to  provide 
access  to  new  multimedia  cable  services 


That  is,  if  anybody  can  figure 
what  technology  should  go  into  the  l 
boxes.  This  hybrid  market  is  likelj 
stumble  before  it  flies.  Cable  and  ph 
companies,  as  well  as  information- 
vices  suppliers,  are  experimenting  v 
interactive  TV,  which  will  allow,  for 
ample,  viewers  in  different  cities  to  ] 
a  video  game  together.  But  nob 
really  knows  what  kinds  of  features 
tomers  are  willing  to  pay  for. 
shakeout.  The  new  devices  also  will 
quire  an  unprecedented  mix  of  techr 
gy  from  the  cable,  television,  and  c 
puter  industries.  At  the  start,  compa 
are  proposing  incompatible  products 
services— all  but  guaranteeing  a  sh; 
out.  "There's  a  lot  of  money  to  be  los 
the  front  end  of  this  market,"  says  I 
rie  J.  Frick,  marketing  manage 
Hewlett-Packard  Co.'s  interae 
television  appliances  unit. 

That  hasn't  stopped  many  fi 
trying.  Every  week  seems  to  b 
a  new  alliance.  The  two  leader 
the  PC  industry,  Intel  and  Mi 
soft,  on  Apr.  27  announced  ar 
iance  with  today's  leading  i 
plier    of    converters,  Gem 
Instrument,  to  produce  a  m 
generation  converter  box.  T 
Warner,  the  nation's  second-l 
est   cable  operator, 
^^Yk  noimced  a  similar  alliz 
I  on  May  10,  with  cable- 
"jf[  maker   Scient ific-Atlg 
and  Toshiba  (table).  I 
Kagan  analyst  Th 
as  J.  Adams  cot 
a  dozen  such 
nouncements  in 
past  month.  "Not 
wants  to  read  10  y< 
from  now  that  they  mi; 
the  boat,"  he  says. 

This  mishmash  of 
ances  may  not  be  a 
thing,  according  to 
Stanzione,  a  vice-presi< 
at  American  Telephon 
Telegraph  Co.  "It's  good 
the  industry  for  there  to  1 
lot  of  cross-pollination  of 
as  in  order  to  get 
rolling,"  he  says.  A' 
an  unlikely  conten 
has  entered  the  sw 
stakes  by  winnin 
joint  bid 
General  Ins 
ment  Corp 
provide  b( 
to  Tele-Com 
nications  Inc., 
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"Why  do  we  invest  so 
much  in  advertising? 
Because  it  works!" 


Edwin  L.  Artzt 


Chairman  and  CEO,  The  Procter  &  Gamble  Company 


"Turn  on  the  TV  or  radio -open  a  newspaper 
or  magazine -and  odds  are  you'll  find  an  ad  for  a 
Procter  &  Gamble  product. 

Why?  Because  I  believe  advertising  has  the 
power  to  bring  to  consumers  the  news,  the  benefits, 
and  the  rewards  of  our  many  products. 

I  believe  in  its  value,  too. 
I  believe  when  you  start  with 
products  like  ours -products  that 
make  people's  lives  better- 
people  are  loyal  to  them  because 
of  the  positive  brand  character 
great  advertising  creates. 

And  it's  our  long-term 
commitment  to  advertising  that's 
helped  put  our  brands  in  97% 
of  all  American  households. 

Sure,  all  of  us  would  like  to 
think  what  we  make  is  so  superior 
that  one  use,  one  taste,  one 
washing,  one  box,  and  zap -we 
have  a  loyal  user  for  life. 

If  it  were  only  that  simple. 
Fact  is,  people  need  to  want  to  try 
your  product.  They  need  to  have 
their  beliefs  challenged.  And 
that's  where  advertising's  words 
and  images -and  ideas -rise  to 
the  occasion. 
In  the  end,  no  consumer-driven  company  can  hope 
to  remain  a  leader  without  a  deep-seated  commitment  to 
advertising,  for  one  undeniable,  irrefutable  reason: 
It  works." 


Amencan  Association  of  Advertising  Agencies 


If  you  would  like  to  learn  more  about  the  power  of  advertising,  please  write  to  Department  D,  AAAA,  666  Third  Avenue.  New  York,  NY  10017.  enclosing  a  check  for  five  dollars 
You  will  receive  our  booklet,  It  Works/  How  Investment  Spending  in  Advertising  Pays  Off  Please  allow  4  to  6  weeks  for  delivery  This  advertisement  prepared  by  D'Arcy  Masius  Benton  4  Bowles,  Inc. 
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nation's  largest  cable-television  opera- 
tor. AT&T  also  owns  part  of  3D0  Co.,  a 
Silicon  Valley  startup  that  is  building 
an  interactive  game  machine  it  hopes 
could  someday  double  as  a  cable  box. 

What  makes  all  this  possible  is  the 
coming  of  digital  television  transmission. 
Both  the  TV  signals  sent  over  the  air 
and  through  cable  will  he  changed  from 
the  current  analog  format  to  the  ones 
and  zeros  of  computer  language.  These 
digital  signals  can  lie  compressed  by 
computers  into  small  packets  so  that  ca- 
bles can  accommodate  hundreds  of  chan- 
nels. Those  signals  must  be  decom- 
pressed at  tile  other  end  by  a  digital 
converter  connected  to,  or  built  into, 
the  r\ . 

"We  realized  that  you're  essentially 
talking  about  a  computer,"  says  Avram 
Miller,  vice-president  for  business  de- 
velopment at  Intel.  That  gives  PC  mak- 
ers, such  as  Apple  Computer,  and  soft- 
ware makers,  such  as  Microsoft,  an 
edge.  "The  computer  industry  offers  the 
ability  to  sort  and  search  through  large 
amounts  of  information,"  says  -lames  C. 
Kedersha,  a  Cowen  &  Co.  analyst. 

What  kind  of  information  will  the  new 
boxes  brin«?  Backers  are  experiment- 
ing with  many  different  forms  of  interac- 
tivity. Cable  companies  plan  to  offer/ 
thousands  of  movies  on  demand,  whic 
viewers  could  order  through  their  set- 
top  boxes  in  seconds.  Parents  might  be, 
able  to  send  videos  of  children  direct! 
to  the  TVs  of  doting  grandparents,  mtv 
fans  might  order  a  compact  disk  after 
seeing  a  video  they  like,  automatically 
charging  il  to  their  credit  cards.  Consu- 
mers might  play  along  with  game  shows 
from  home  to  win  prizes. 

There  seem  to  be  as  many  proposed 
ways  to  design  controller  boxes  for  these 
new  computer-TVS  as  there  are  ideas 
for  services.  General  Instrument,  Intel, 
and  Microsoft  are  designing  a  digital  ca- 
ble box  from  conventional  PC  compo- 
nents, including  derivatives  of  Intel's  PC 
microprocessors  and  Microsoft  Corp.'s 
Windows  operating  system.  General  In- 
strument hopes  that  the  thousands  of 
software  programmers  familiar  with 
these  systems  will  create  programs  for 
the  advanced  TV  boxes.  The  first  boxes 
from  the  team  are  due  in  1994. 
DIGITAL  RULES.  Other  PC  players  also  are 
eyeing  the  cable-box  market.  Apple 
Computer  Inc.  is  developing  what  Gas- 
ton A.  Bastiaens,  vice-president  of  the 
company's  Personal  Interactive  Electron- 
ics Div.,  describes  as  "smart  receivers." 
Apple  has  not  yet  announced  any  prod- 
ucts, but  Bastiaens  says  "we  are  talking 
to  major  players  in  the  [television]  in- 
dustry." IBM  also  is  believed  to  be  pursu- 
ing alliances  aimed  at  developing  digital 
TV  boxes. 


MICROSOFT'S  MYHRVOLD:  INTERACTIVE  TV 
WILL  PROFOUNDLY  CHANGE  OUR  LIVES 


Others  think  PCs  are  a  poor  starting 
point,  since  set-top  boxes  will  need  easi- 
er-to-use,  more  video-capable  software 
than  PCs  offer  today.  Time  Warner,  for 
one,  not  only  is  developing  boxes  in 
partnership  with  Scientific-Atlanta  and 
Japanese  computer  giant  Toshiba,  but 
is  considering  microprocessors  and  other 
technology  from  Silicon  Graphics,  whose 
workstations  now  create  special  effects 
for  movies.  Time  Warner,  in  addition, 
has  an  investment  in  3D0. 

And  there  are  two  wild  cards:  video- 
game makers  Nintendo  Co.  and  Sega. 
Sega  has  taken  the  first  tentative  steps 
with  The  Sega  Channel,  a  joint  venture  / 
with  Time  Warner  and  TCI.  The  channel 
will  allow  subscribers  to  tap  into  any 
one  of  thousands  of  video  games  for  use 
at  home.  Although  Nintendo  has  not  yet 
announced  any  products  or  ventures  for 
interactive  television,  "we've  got  grooves 


It's  unclear  how 
the  new  converter 
boxes  will  be  sold — 
and  it  could  be  years 
before  agreed-upon 
standards  appear 


in  front  of  our  building  from  people  c 
ing  to  talk  to  us,"  says  C.  Peter  1 
network  plan  director  at  Nintendi 
America. 

Further,  it  is  difficult  to  design 
set -top  box  if  you're  unsure  what  typ 
cable  or  other  network  it  may  tap  i 
There  are,  however,  early  signpost 
what  these  interactive  systems  will ' 
like,  and  several  companies  are  ext. 
menting  with  advanced  systems, 
prototype  is  under  construction  in  Or 
do  by  Time  Warner.  When  service 
gins  later  this  year,  the  system  is 
pected  to  provide  the  first  true  two- 
capabilities:  A  single  program  couk 
sent  on  command  to  just  one  ho 
much  as  a  phone  call  is  directed  to 
one  house. 

INFORMATION  MORASS.  Also  unclea 
how  the  new  boxes  will  be  sold.  Shi 
cable  companies  continue  to  buy  tl 
and  exact  a  monthly  fee  for  eusto 
use?  Or  should  the  boxes  be  sold  dii 
ly  to  consumers,  like  videocassette 
corders  and  video-game  machines? 
factor  is  recently  stepped-up  cabli 
regulation,  which  is  likely  to  play  a 
in  how  boxes  are  distributed.  An  ai 
ment  for  retail  sales  is  to  let  consu 
demands  spur  quicker  innovation, 
catch:  Before  you  could  buy  a  bo: 
the  local  electronics  store,  there  w< 
have  to  be  agreed-upon  standard; 
ensure  it  would  work  with  any  ci 
system. 

And  such  standards  may  not  apr, 
for  years,  though  some  companies 
trying.  When  TCI  announced  plans 
December  to  buy  up  to  a  million  dij 
boxes  from  General  Instrument 
AT&T,  it  required  both  companies  t 
cense  their  box  technology  to  oth 
The  move  seems  to  be  an  attemp 
set  a  standard,  though  TCI  says  the 
reason  is  that  it  doesn't  want  tc 
locked  into  just  a  handful  of  box  su; 
ers.  "I  don't  want  to  be  in  the  positic 
not  being  able  to  buy  whatever  sr 
idea  is  out  there,"  says  Tom  Elliot,  ' 
vice-president  for  engineering  and  t 
noli  ig\ .  1  ni  il  i  In  're  is  a  si  andard,  s 
likely  players  are  hanging  back.  "Th< 
a  very  confused  morass  of  informs 
out  there  today,"  says  Nintendc 
America's  Eck. 

Standards  aside,  the  race  is  o: 
build  the  next-generation  cable  box. 
vision  of  tens  of  millions  of  homes  r 
ing  pc-like  cable  boxes  is  practically  | 
sistible.  And  as  cable  and  phone  coi 
nies  spend  billions  this  decade  to  1 
information  highways,  nobody  wanl 
be  stalled  on  a  side  road. 

By  Richard  Brandt  in  San  Franc 
with  Ranald  (iron  /■  in  Los  Ang 
Chuck  Hawkins  in  Atlanta,  and  Baft 
gler  in  New  York 
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D  BY  PETER  COY 


TEALTHY  SPY  BOAT 
HIES  BOND  WOULD  LOVE 


High  on  the  mili- 
tary's wish  list  are 
small  robot  submarines 
capable  of  spying  and  at- 
tacking behind  enemy 
lines.  But  when  such  un- 
derwater craft  proved 
expensive  and  difficult 
to  develop,  engineer 
Howard  Hornsby 
thought  there  must  be  a 
better  way.  So,  drawing 
on  his  hobby  of  racing 
radio-controlled  model 
speedboats,  he  started  a 
tany  to  create  a  robot  boat.  Such  a  craft  is  hard  to  spot 
either  radar  or  sonar,  he  says,  because  "the  best  place  to 
is  on  the  surface." 

iw  a  company  Hornsby  founded,  International  Robotic 
;ms  Inc.  in  Riviera  Beach,  Fla.,  has  unveiled  a  10-foot-long 

that  looks  like  something  out  of  a  James  Bond  movie. 
Owl  Mark  II  can  skim  along  at  35  knots,  follow  either 
ed  instructions  or  programmed  routes  using  navigation 
lites,  carry  everything  from  cameras  to  rockets,  and 
;mit  back  what  it  sees  and  hears.  The  Navy  is  testing  it 
oastal  surveillance  and  minesweeping.  Hornsby  is  hoping 
II  catch  on  for  such  civilian  uses  as  nabbing  drug  smug- 

and  searching  for  oil  spills.  The  cost:  $650,000  and  up. 


OL-RUNNING  COMPUTERS 
IT  CAN  SHIFT  INTO  REVERSE 


mputers  consume  some  5%  of  the  commercial  energy 
sed  in  the  U.  S.,  according  to  the  Environmental  Protec- 
A.gency.  That  costs  plenty.  And  as  computer  chips  become 
sr,  the  electricity  surging  through  their  circuits  makes 

harder  and  harder  to  keep  cool.  Now,  some  scientists  are 
>sing  that  an  unusual  theoretical  design  called  "reversible 
luting"  may  help.  After  performing  a  calculation,  a  re- 
ble  computer  would  return  to  its  initial  state  by  running 
alculation  backward  and  recovering  the  charges  stored  in 
ipacitors  instead  of  discharging  them  as  excess  heat, 
e  concept  has  been  around  since  the  early  1970s,  but 
ly  as  an  academic  exercise.  In  the  past  couple  of  years,  a 
researchers  have  begun  working  on  designs  that  could 

producing  real  reversible-logic  chips.  One  enthusiast  is 
i  Merkle,  a  researcher  at  Xerox  Corp.'s  Palo  Alto  Re- 
h  Center,  who  believes  such  machines  can  be  built  from 
''s  most  common  low-power  chips.  Within  a  few  years, 

Merkle,  reversible  logic  chips  could  be  used  in  exotic 
nations  such  as  computers  in  space,  where  energy  con- 
ition  is  critical.  Predicts  Merkle:  "Sometime  in  the  next 
;ry,  reversible  logic  will  dominate  computing." 


N-MADE  DIAMONDS  LEARN 

!EW  TRICK  FROM  MOTHER  NATURE 


in  films  of  synthetic  diamond  are  showing  up  on  every- 
ling  from  drill  bits  to  computer  chips.  Engineers  praise 
naterial's  hardness,  transparency,  thermal  conductivity, 


and  resistance  to  radiation.  Still,  the  more  expensive  natural, 
single-crystal  diamonds  have  one  edge  over  synthetic,  poly- 
crystalline  ones:  Electrons  travel  through  them  much  more 
rapidly.  That's  important  for  fabricating  electronic  devices, 
such  as  transistors  and  detectors,  from  diamond  films. 

Now,  in  an  article  in  the  May  28  edition  of  Science  maga- 
zine, researchers  from  Crystallume  in  Menlo  Park,  Calif.,  Law- 
rence Berkeley  Laboratory,  and  Lawrence  Livermore  National 
Laboratory  say  there's  hope.  They  say  they  produced  polycrys- 
talline  diamond  films  through  which  electrons  and  their  coun- 
terparts, positively  charged  "holes,"  can  travel  as  rapidly  as  in 
single-crystal  diamonds.  They  did  it  by  reducing  impurities  and 
raising  temperatures  while  laying  down  the  films  by  chemical- 
vapor  deposition.  Crystallume  staff  scientist  Mary  Anne  Piano 
says  the  films  could  be  sensors  for  tracking  the  short-lived 
particles  created  in  high-energy  physics  experiments.  Indeed, 
the  lead  sponsor  of  the  research  was  the  Energy  Dept.'s 
Superconducting  Super  Collider  laboratory. 


'ANTINOISE'  HEADSETS  LET  THE  MUSIC 
COME  THROUGH  LOUD  AND  CLEAR 


loise  cancellation — once  a  technology  reserved  for  the 
llikes  of  fighter  pilots — is  about  to  reach  the  consumer 
market.  Prices  of  earphones  that  suppress  unwanted  sounds 
by  generating  equal  and  opposite  "antinoise"  sound  waves 
have  recently  dropped  from  more  than  $1,000  to  as  little  as 
$500.  Now,  at  least  two  companies  are  poised  to  hit  main- 
stream consumers  with  earphones  priced  under  $200.  On  May 
27,  Noise  Cancellation  Technologies  Inc.  in  Stamford,  Conn., 
was  set  to  unveil  a  family  of  NoiseBuster  headsets  priced  at 
$99  to  $199.  A  rival,  Active  Noise  &  Vibration  Technologies 
Inc.  in  Phoenix,  says  it  plans  to  introduce  a  similar  headset 
priced  at  around  $189  in  August  or  September. 

Noise  Cancellation  says  its  NoiseBuster  can  reduce  noise  by 
up  to  10  decibels,  which  represents  roughly  a  50%  reduction  in 
perceived  noise.  The  headset  can  be  worn  alone  or  used  in 
conjunction  with  portable  cassette  or  compact-disk  players. 
That  way  someone  could,  say,  listen  to  music  while  mowing 
the  lawn  without  cranking  the  volume  way  up. 


THESE  BACTERIA  WANT 
TO  CLEAN  YOUR  DRAIN 


Bt's  easy  to  dispose  of 
Bmost  unwanted  liq- 
uids— just  pour  them 
down  the  drain.  But 
blood  clogs  drains  and  is 
a  pollutant  that  many 
cities  ban  from  disposal 
in  the  sewer  systems. 
That  creates  headaches 
for  hospitals,  slaughter- 
houses, and  mortuaries. 

Environmental  Bio- 
tech Inc.  has  a  solu- 
tion— put  a  Dracula  in 
your  drain.  Within  90 
days,  the  Sarasota  (Fla.)  company  plans  to  field-test  a  cocktail 
of  seven  strains  of  bacteria  that  reduce  blood  to  carbon  dioxide 
and  water,  so  it  can  run  down  the  drain  harmlessly.  Through 
franchisees,  the  company  will  market  a  bacteria-filled  chamber 
that  can  be  hooked  to  drains.  The  company's  first  product  was 
a  set  of  13  strains  of  bacteria  that  eat  grease.  Its  customers 
include  Burger  King  Corp.  and  Hilton  Hotels  Corp. 
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FIREFIGHT  OVER 
THE  WEAPONS  LABS 


Can  Uncle  Sam's  massive  R&D  machine  really  help  industry? 


At  first  glance,  DYNA3D  is  a  rous- 
ing success  story  of  beating 
swords  into  plowshares  at  Un- 
cle Sam's  vast  weapons  laboratories.  De- 
veloped by  the  bomb  wizards  at  Law- 
rence Livermore  National  Laboratory 
in  Livermore,  Calif.,  dyna  is  sophisti- 
cated computer  software  for  simulating 
the  workings  of  nuclear  warheads.  Be- 
cause it  can  be  used  to  study  how  metal 
deforms,  it's  now  also  being  applied  to 
designing  everything  from  stronger  beer 
cans  to  safer  cars.  And  lab  researchers 
have  spun  off  Livermore  Software  Tech- 
nology Corp.  to  create  and  sell  commer- 
cial versions  of  the  software.  "DYNA  is  a 
classic  case  where  the  national  labs  have 
really  helped  American  industry  with  a 
technology  that  was  developed  for  weap- 
ons," says  laboratory  engineer  Robert 
G.  Whirley. 

Yet  there's  a  darker  side,  critics  say. 
Lab  scientists  are  in- 
creasingly working  di- 
rectly with  corpo- 
rations that  use  the 
software  to  improve 
it.  The  lab's  software 
code  is  free.  As  a  re- 
sult, charges  Bence 
Gerber,  marketing 
vice-president  of  Liv- 
ermore Software,  the 
national  lab  is  acting 
not  as  a  friend  of 
I  .  S.  industry  but  as 
a  formidable  rival. 
"It's  very  difficult  to 
compete  with  a  prod- 
uct that's  free,"  Gerber  complains. 

This  spat  over  DYNA3D  is  part  of  an 
enormous  dilemma:  what  to  do  with  the 
national  laboratories.  Over  the  past  half- 
century,  the  U.  S.  government  has  creat- 
ed hundreds  of  facilities  for  research 
into  nuclear  weapons,  science,  medicine, 
and  agriculture.  Ranging  from  the 
Army's  Cold  Regions  Research  Lab  in 
New  Hampshire  to  Agriculture's  Cotton 
Ginning  Research  Unit  in  Mississippi, 
these  have  a  combined  budget  of  $22 
billion  a  year,  30%  of  the  $72  billion  fed- 
eral R&D  budget.  Now,  in  both  govern- 


ment and  industry,  there's  "a  growing 
feeling  that  we're  not  getting  an  optimal 
return  on  our  investment,"  says  Presi- 
dent Bush's  science  adviser,  Yale  Uni- 
versity physicist  D.  Allan  Bromley.  The 
quandary  is  most  acute  for  the  huge 
nuclear  weapons  labs— Livermore,  Los 
Alamos,  and  Sandia  (table).  "When  we 
needed  the  muscle  to  win  the  cold  war, 
the  ideas  that  made  that  possible  came 
out  of  these  laboratories,"  said  Presi- 
dent Bill  Clinton  during  a  May  17  visit 
to  Los  Alamos,  N.  M. 

Today,  however,  the  weapons  labs  are 
scrambling  to  find  new  missions.  Each  is 
more  than  twice  the  size  of  the  research 
operations  at  giants  such  as  AT&T  Bell 
Laboratories  and  IBM,  or  at  major  uni- 
versities such  as  Stanford.  Bristling  with 
supercomputers  and  other  advanced 
technology,  the  weapons  labs  consume 
about  $3.57  billion  per  year  of  the  Ener- 


tion.  Many  in  Washington  and  lab  c 
cials  themselves  want  to  use  them 
boost  U.  S.  competitiveness.  Liverm 
Associate  Director  Roger  W.  Werne 
agines  federal  scientists  helping  com 
nies  develop  clean  cars,  powerful  chi 
and  new  environmental  technologi 
"We  believe  in  our  hearts  and  souls  t 
is  important  for  the  country,"  says  i 
drew  B.  White  Jr.,  head  of  Los  Alan 
renowned  supercomputing  unit.  So  d 
the  White  House,  which  has  made  Hi 
between  industry  and  these  labors 
ries  central  to  its  R&D  policy.  Their  tt 
nology  can  "revolutionize  the  econon 
says  Clinton. 

lengthy  maze.  This  new  role  rai 
troubling  issues,  however.  "The  1; 
have  enormous  resources,  but  thej 
not  that  well  connected  to  our  civilian 
dustrial  economy,"  says  Clinton's  scie 
adviser,  John  H.  Gibbons.  Indeed,  c( 
panies  must  get  through  a  time-consi 
ing  bureaucratic  maze  to  hammer 
joint  research  agreements  with  the  lg 
Moreover,  corporate  executives  and  e 
venture  capitalists  say  they  rarely  f 
useful  technology  on  the  shelf. 

Most  damaging  is  the  argument  t 
these  labs  will  have  little  bottom-1 
impact  on  U.  S.  industry.  "We  see  a 
of  utility  in  working  with  the  labs,  1 
we  are  kidding  ourselves  if  we  say  t 
will  make  Corning  much  more  eornp- 
tive,"  says  David  A.  Duke,  vice-ch; 
man  and  R&D  chief  at  Corning  Inc.  So 
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gy  Dept.  budget— more  than  the  Nation- 
al Science  Foundation  spends  on  basic 
research.  But  while  they  designed  and 
built  the  most  advanced  nuclear  weap- 
ons, "what's  still  to  be  proven  is  their 
ability  to  do  anything  else,"  says  the  Al- 
fred P.  Sloan  Foundation's  Hirsh  Cohen, 
who  chaired  a  hi^h-powered  panel  that 
studied  the  labs  in  1987.  These  facilities, 
adds  University  of  California  Berkeley 
chemist  Bruce  M.  Novak,  are  "dinosaurs 
struggling  to  become  mammals." 

The  fate  of  the  three  labs  depends 
on  whether  they  can  make  that  transi- 


executives,  such  James  A.  Ionson,  I 
search  director  at  Polaroid  Corp., 
lieve  the  billions  of  dollars  could  be  lj 
ter  spent  shrinking  the  deficit,  reducf 
corporate  taxes,  or  improving  the  wil 
force  through  better  science  and  e:J 
neering  education.  If  Washington  til 
wants  to  transfer  lab  technology,  aj 
Joseph  G.  Morone,  director  of  Ren! 
laer  Polytechnic  Institute's  Center  J 
Science  &  Technology  Policy,  "it  wcfl 
be  better  simply  to  give  money  to  cl 
panies  to  hire  lab  scientists." 

Proponents  say  the  labs  haven't  hi| 
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COLD  WAR  LEGACY 

The  three  big  U.S.  weapons  labs  dwarf 
the  research  operations  of  even  the 
largest  U.S.  corporations 
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SANDIA  NATIONAL 
LABORATORIES 
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LAWRENCE  LIVERMORE 
NATIONAL  LABORATORY 
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BILLION 
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NATIONAL  LABORATORY 
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chance  to  prove  their  worth.  Al- 
gh  Congress  passed  laws  in  1986 
1989  directing  them  to  push  technol- 
x)  companies,  "there  was  a  lot  of  re- 
gie to  tech  transfer  under  Reagan 
Bush,"  says  Senator  Jeff  Bingaman 
Hi.).  Now  that  Clinton's  team  has 
j  it  clear  that  the  labs'  future  size 
nds  on  how  valuable  they  are  to 
itry,  "these  folks  are  getting  religion 
fast,"  says  Dan  E.  Arvizu,  head  of 
lology  transfer  at  Sandia.  The  three 
>ons  labs  now  have  192  cooperative 
agreements  with  industry,  up  from 

15  in  1991.  "This  is  a  wonderful 
to  bring  a  huge  amount  of  expertise 

in  a  way  we  can  afford,"  says  Rich- 
ly Kegg,  vice-president  for  technol- 
at  Cincinnati  Milacron  Inc.,  which 
in  $8  million  program  with  Law- 
i  Livermore  to  develop  more  accu- 
machine  tools. 

ccess  stories  may  remain  rare,  how- 
critics  contend.  Making  research 
off  with  new  products  is  hard 
jh  within  a  company.  And  the  labs 
a  starkly  different  culture— a  tradi- 
jf  secrecy  and  performance  at  any 
"It's  tough  for  our  guys,"  concedes 
V.  Adams,  director  of  technology 
fer  at  Los  Alamos.  "How  to  do  it 
>er  and  faster  was  not  the  mental- 
'  the  labs." 

is  huge  gulf  between  industry  and 
al  research  explains  why  billions 
tpayer  dollars  spent  at  the  labs  in 
'970s  on  alternative  energy  sources 
iced  few  practical  results.  It  also 


explains  why  the  innovative  technolo- 
gies they've  concocted— such  as  ultra- 
lightweight  aerogels— are  commercial 
wallflowers,  too  expensive  to  produce. 
And  why  companies  such  as  Quadrax 
Corp.,  a  Portsmouth  (R.I.)  high-tech 
composite  maker,  haven't  been  helped. 
"A  few  years  ago,  Livermore  did  some 
analysis  of  our  materials,"  says  CEO  Rich- 
ard A.  Fisher.  But  the  security-conscious 
lab  kept  the  results  secret— even  from 
Quadrax.  "It  didn't  do  us  much  good," 
Fisher  says. 

THORNY  QUESTION.  Many  companies 
can't  afford  to  contend  with  the  laby- 
rinthine bureaucracy.  "The  labs'  knowl- 
edge could  be  of  considerable  help  to 
us,"  says  Jim  Simon,  engineering  vice- 
president  at  machine-tool  maker  Gid- 
dings  &  Lewis  Inc.  in  Fond  du  Lac,  Wis. 
"But  we  don't  have  the  administrative 
layer  for  dealing  with  the  government— 
nor  do  we  want  to 
add  it." 

Then 
thorny 


there's  the 
question  of 
how  much  these  labs 
can  offer.  After  mas- 
sive taxpayer  invest- 
ments, "there  jolly 
well  ought  to  be  some- 
thing," says  J.  David 
Roessner,  professor  of 
public  policy  at  Geor- 
gia Institute  of  Tech- 
nology. One  measure 
of  the  commercial 
promise  of  their  tech- 
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nology  is  the  number  of  spin-off  com- 
panies. With  only  40  or  50  each,  the  big 
labs  fall  far  short  of  major  universities 
such  as  Stanford  or  Massachusetts  Insti- 
tute of  Technology,  which  have  spawned 
hundreds. 

Nor  are  these  labs  attracting  many 
venture  capitalists.  The  reason,  specu- 
lates Don  Valentine,  general  partner  of 
Sequoia  Capital  in  Menlo  Park,  Calif., 
is  that  what  really  matters  in  starting 
companies  is  entrepreneurial  zeal,  not 
great  technology.  "I'd  rather  have  sec- 
ond-rate science  and  people  with  phe- 
nomenal passion  than  the  reverse,"  he 
says.  "And  in  my  experience,  there  are 
few  people  like  that  in  the  labs."  Lab  of- 
ficials aren't  surprised.  "The  labs  have 
been  a  closed  institution  for  a  long  time," 
says  Livermore's  Werne.  "It  has  not 
been  our  charter  to  spin  things  off." 
When  it  comes  to  technology,  more- 
over, "there  are  a  lim- 
ited number  of  nug- 
gets out  there,"  says 
Georgia  Tech's  Roess- 
ner. They  include 
supercomputer  simula- 
tions, advanced  mate- 
rials, precise  machin- 
ing, and  high-powered 
lasers.  As  industry 
mines  these  nuggets, 
"this  will  level  out 
soon,"  he  predicts. 
More  troubling,  a  sur- 
vey he  did  for  the  In- 
dustrial Research  In- 
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NEED  R&D  HELP?  IN  TENNESSEE, 
DIAL  O-A-K  R-l-D-G-E 


Making  pencils  isn't  nuclear 
science.  But  when  Faber- 
Castell  Corp.'s  Lewisburg 
(Tenn.)  pencil  plant  ran  into  production 
problems,  it  called  in  Oak  Ridge  Na- 
tional Laboratory.  John  M.  Googin— a 
veteran  of  the  Manhattan  Project  team 
that  built  the  first  atomic  bomb- 
showed  up  with  other  scientists  to  see 
why  diamond-tipped  bits  used  in  ex- 
truding graphite  for  pencil  lead  were 
wearing  down.  The  group  sent  samples 
from  the  plant  to  Oak  Ridge,  where 
graphite  is  a  key  material  in  the  nucle- 
ar industry.  "They  said,  'We've  done 
this  before,' "  recalls  Victor  U.  Ebo- 
lum,  laboratory  manager  for  Faber- 
Castell.  The  company  is  testing  pos- 
sible fixes.  The  lab's  consulting  fee: 
nothing. 

Companies  throughout  Tennessee 
are  starting  to  tap  Oak  Ridge's  exper- 
tise. The  lab  began  setting  up  Cooper- 
ative Research  &  Development  Agree- 
ments, or  CRADAs,  in  1990,  after 
Congress  approved  the  idea.  At  first, 
paperwork  was  an  obstacle.  "If  there 
isn't  a  quick,  easy  way  to  deal  with 
these  companies,  it  just  doesn't  work," 
says  James  E.  Radle,  a  technology 
transfer  manager  at  Martin  Marietta 
Energy  Systems  Inc.,  the  contractor 
that  manages  Oak  Ridge. 
GRIDDLE  RIDDLE.  So  Oak  Ridge  began  a 
new  type  of  CRADA  last  year  with  the 
University  of  Tennessee's  Center  for 
Industrial  Services  and  the  state's  Ec- 
onomic &  Community  Development 
Dept.  They  identify  companies  Oak 
Ridge  can  help— and  cut  the  red  tape. 
Each  Tennessee  company  gets  up  to 
four  days  of  free  help,  which  can  in- 
volve on-site  consultations,  use  of  lab- 
oratory equipment,  or  picking  staffers' 
brains.  "When  you  marry  that  exper- 
tise with  the  needs  of  a  company,  it's 
almost  a  guaranteed  success,"  says 
T.  C.  Parsons,  executive  director  of  the 
Center  for  Industrial  Services. 

Take  Star  Manufacturing  Co.  The 
$24  million  maker  of  popcorn  poppers 
and  hot-dog  cookers  called  Oak  Ridge 
to  its  Smithville  (Tenn.)  plant  to  help 
keep  griddle  plates  from  rusting  in 
storage.  Oak  Ridge  suggested  using  a 
special  paper  coated  with  rust-inhibit- 
ing chemicals  between  every  metal 
slab.  Next,  Star  asked  about  a  blue 
mark  left  on  the  griddle  front  after  a 
seam  was  welded  on  the  back.  The 


Oak  Ridge  solution— bathing  the  grid- 
dle front  with  an  inert  gas  during 
welding— eliminated  the  need  for  work- 
ers to  clean  and  polish  the  griddle 
front.  That  saved  about  $10,000  a  year. 

Some  companies  do  much  better. 
The  lab's  chief  chemist  helped  a  metal- 
coating  concern  change  its  process  and 
eliminate  the  need  for  a  costly  chro- 
mate-waste  treatment  facility.  Savings: 
$100,000-plus  the  first  year. 

More  than  a  dozen  field  agents  seek 
and  cull  candidates  for  technical  aid. 
The  university's  center,  which  focuses 
on  small  companies,  aims  to  line  up 
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65  projects  a  year.  The  state's  reps 
go  out  on  more  than  3,000  visits  to 
companies  and  industry  groups  annu- 
ally, says  Joe  B.  Brandon,  the  agency's 
director  of  services  to  industries— and 
help  50  per  year. 

Tennessee's  network  won't  be  easy 
to  replicate  nationally.  Still,  Senator 
Jeff  Bingaman  (D-N.  M.)  believes  that 
such  approaches  are  the  key  if  the  lab- 
oratories are  to  help  private  industry. 
"The  only  way  to  get  from  here  to 
there  is  to  use  state  and  local  cen- 
ters," he  says.  "We  don't  need  to  set 
up  a  whole  new  network."  State  offi- 
cials who  have  been  on  the  road  for 
years  know  which  companies  are  ready 
for  what  level  of  technology.  Brandon 
knew  Faber-Castell:  Lewisburg  is  his 
hometown. 

By  James  B.  Treece  in  Lewisburg, 
Tenn. 


stitute  shows  that  companies  looking 
technology  and  information  tap  ol 
U.  S.  companies,  universities,  ton 
companies,  and  private  data  bases  be 
turning  to  the  labs. 

Perhaps  most  difficult  is  the  issu 
competition.  DuPont  Co.  is  upset 
the  Pentagon's  Wright- Patterson  la 
Dayton  makes  a  high-tech  polymer  v 
ally  identical  to  one  it  sells.  And  cor 
nies  making  high-powered  semicondu 
lasers  don't  like  a  growing  laser  effoi 
Livermore,  which  they  say  uses  taxi 
er  subsidies  to  win  government  i 
tracts  and  commercial  work.  "The 
are  killing  off  the  industrial  base  by 
ing  the  funds  that  would  otherwis( 
available  to  companies  like  McDor 
Douglas  and  Spectra  Diode,"  fum< 
McDonnell  Douglas  Corp.  execut 
Richard  W.  Solarz,  Livermore's  prog 
leader  for  advanced  lasers,  replies 
his  team  only  wins  when  it  offers  cl 
ly  superior  technology. 

Complaints  about  stealing  busines 
favoring  companies  could  derail  the  ] 
civilian  effort.  "We  see  a  real  mine  : 
out  there,"  says  Al  Narath,  presider 
Sandia  National  Laboratories.  As  n 
companies  get  involved,  "there  are  g 
to  be  winners  and  losers— and  the  lo 
could  sue  the  labs,"  says  a  congressi 
aide.  "It  could  be  dicey." 
PROOF  wanted.  If  that's  not  enoi 
Congress  is  considering  major  chan 
George  E.  Brown  Jr.  (D-Calif.),  cl 
man  of  the  House  Science,  Spae 
Technology  Committee,  has  introduo 
bill  that  could  consolidate  the  wea{ 
labs  and  convert  at  least  one  to  civ 
work,  such  as  environmental  techr 
gies.  Energy  and  Pentagon  officials  c 
ter  that  all  three  labs  are  needei 
maintain  the  nuclear  stockpile. 

What's  clear  is  that  a  day  of  rec 
ing  is  looming.  A  new  Congressiona 
fice  of  Technology  Assessment  re 
suggests  that  the  labs  must  prove 
offer  something  better  than  universi 
nonprofit  labs,  or  companies.  "We 
shifting  from  an  entitled  existenc 
one  based  on  performance,"  says 
dia's  Narath.  At  the  very  least, 
means  some  downsizing  or  consolid; 
is  "inevitable,"  said  Energy  Chief  I 
R.  O'Leary  at  a  recent  hearing. 

How  much  the  labs  will  shrink 
pends  on  how  useful  they  prove  t( 
Not  everyone  is  hopeful.  "The 
around  here  is  that  eventually  Lawi 
Livermore  will  have  a  few  thousant 
reaucrats  overseeing  the  work  of 
scientists,"  says  Livermore  astrop 
cist  Hugh  E.  DeWitt.  If  that  hap] 
these  dinosaurs  will  become  extinc 

By  John  Carey  in  Washington  and 
ert  D.  Hof  in  Livermore,  Calif.,  with 
dra  D.  Atchison  in  Los  Alamos,  N. 
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"How  Can  I  Seek 
Steady  Growth  Without 
A  Lot  of  Risk?" 


Although  the  stock  market  will  experience  ups  and 
downs,  your  long-term  needs  remain  the  same.  So  it  is 
important  to  keep  a  perspective  on  how  you  can  continue 
to  invest  to  meet  those  needs  with  the  right  balance  between 
the  returns  you  want  and  the  risk  with  which  you  feel 
comfortable. 

Hie  Historical  Strength  of  Stocks 

If  you're  investing  for  long-term  goals,  you  prob- 
ably need  the  kind  of  growth  potential  that  can  help 
your  investments  outpace  inflation.  And  that's  why 

stocks  or  stock 
hinds  should  be  at 
least  part  of  your 
portfolio.  As  the 
chart  illustrates, 
short-term  volatili- 
ty is  inevitable. 
However,  over 
time  the  stock 
market  has  con- 
sistently outper- 
formed other  types 
of  investments  and 
inflation.1 


55,000 


4,000 


3,000 


2,000 


$8,249^ 

'83  |l  984 1 985  1 986  |l  987  |l  988  1 989  1 990  1 99 1  1 992 

lypothetical  growth  of  a  $1,000  investment  in  the  S&P  500®  made 
)n  March  31.  1083  This  chart  does  not  imply  future  performance  of 
he  S&P  500,  or  the  past  or  future  performance  of  any  Fidelity  fund. 


Fidelity 


AVERAGE  ANNUAL  RETURNS' 

Fidelity  Puritan  Fund 
1  year  5  year  10  year 
22.06%  14.24%  15.00% 

Fidelity  Equity-Income  II 
1  year     Life  of  fund 
22.19%  29.85% 


How  Fidelity  Builds  Performance 
Over  the  Long  Term 

Fidelity's  stock-picking  expertise  starts  with 
a  "bottom-up"  approach  to  fundamental 
research  supported  by  unsurpassed  analyst 
resources.  It's  part  of 
Fidelity's  traditional 
approach  that  can 
help  you  invest  for  the 
long  term. 

Fidelity  Puritan 
Fund  has  an  income- 
oriented  strategy  that, 
since  1947,  has 
helped  the  fund 
weather  market 
downturns  better  than  more  aggressive  stock 
funds. 

Fidelity  Equity-Income  II  purchases 
stocks  that  offer  growth  potential,  but  with  an 
income  cushion  of  dividends  to  moderate  risk. 

Start  with  $2,500,  or  just  $500  for  IRAs.  And 
there  is  no  sales  charge. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Investments' 

Common  sense.  Uncommon  results. 


Total  returns  for  the  period  ending  3/31/93  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Average  annual  total  returns 
for  Puritan  Fund  include  the  effect  of  the  fund's  2%  sales  charge  which  is  waived  through  12/31/95.  Life  of  fund  figure  for  Equity-Income  II  is  from  8/21/90.  Share  price  and 
return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  shares.  Past  performance  is  no  guarantee  of  the  future  results.  The  S&P  500,  a  registered  trademark  of  Standard 
&  Poor's  Corporation,  is  an  unmanaged  index  of  common  stocks  and  includes  investment  of  dividends.  'Stocks,  Bonds,  Bills,  and  Inflation  1993  Yearbook",  Ibbotson 
Associates,  Chicago.  Used  with  permission.  All  rights  reserved.  For  more  complete  information,  including  charges  and  expenses,  call  for  a  current  fund  prospectus.  Read 
it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation.  2r 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE 
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BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO  ILLINOIS  6061 1 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Stack  $8? 
24K  Gold  1120 
Jb  00  S4H 


$72 

Silver 


Don't  Lose  Their  Attention!  55  0ak  Cou,t  Darmlfe CA  94526 

I'*"""     „    .  j.i.  ^     I   („  ,.  Tel  510  820  1  763  Fax  510-820  8738 

Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation. 


800-854-6686  Dept.  h 


Sports  Equipment 


Cheat 
At  Tennis 


_2i 


1 1 1  wis  it  I  ok]  Your  Own 
iM-gfli  Portable 

■p'F  Tennis  Ball 
Machine 

1  800-448-8867 

for  FREE  brochure 


TENNIS 
ELBOW? 

Demo  the  remarkable  Rocke 
racquet    from    Mitt,  USA. 
Patented  Rocker  Stringing 
System  eliminates  shock 
without  sacrificing  power 
or  control.  Thirty-day 
money-back  guarantee. 

FREE  VIDEO: 

1-800-Z52-MITT 


Office  Supplies/Equipment 


America's  Lowest  Priced  SHmSnn 
Office  Supplies  Direct  to  You  "  ^SpBp1 


BX/100()78* 


Full  Strip  Black 
Desk  Stapler 
#747BK 

$839EA 


3M 


3"xS"  Yellow 
Post-it' M  Notes 
#655YW 


You  simply  won't  find  lower  pnces  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,61  X)  different  items,  same  day  shipping,  ;uid  all  at  pnces  you 
have  to  see  to  believe.  We  guarantee  it!  Call  for  details  and  your  free  catalog. 


1-800-962-9162 


Ad  Code  0085 


Translation  Services 


^Expand  Your  Profits^ 

IDOC  clients  made  more  than  50%  of  their 
sales  overseas  last  year  by  translating  and 
localizing  their  products  to  fit  foreign  markets. 

IDOC,  The  Language  Solution,  offers  a  turnkey 
approach  to  the  foreign-language  translation  of 
your  products  and  collateral,  including: 


<t  IDOC 


•  Translation 

•  Software  Localization 

•  Desktop  Publishing 

•  Testing 


For  a  FREE  consultation  &  estimate  CALL  800-336-9898  •  FAX  800824-3760 


Travel 


Send  wrinkles 
packing. 

Trade  in  your  travel  iron 
for  an  ingenious 
SMARTPACK* 
modular  packing 
system.  Keeps 
everything 
from  silks  to 
suits  neat  and 
wrinkle  free. 

Call  today  for  your 
In  *'  catalog 

Shown,  18"  SmartHack,  $28 
Weekend  Bag,  $68 

SmartPack  1-800-969-8585 


Telecommunications 

$  AVE  BIG 

ON  LONG  DISTANCE  CALLS 

One  Low  Rate  Anywhere  in  USA 

International  Rates  30%  -  50%  Less 

NO  FEES  -  L.D.  Bill  Must  Exceed  $100 

Call  1-800-572-1818  ext.  133  or  132  I 
v  ' 


WIRETAP  ALARM 


Protect  your  telephone  privacy  with  the  SC 1100  Wiretap 
Alarm.  This  high  tech  patented  computer  device  can 
automatically  detect  trie  presence  ol  wiretaps  connected  to 
your  dedicated  telephones,  modems,  FAX  or  answering 
machines  Small  businesses  and  homeowners  can  now 
protect  against  unwanted  intrusions  ot  their  privacy  The 
SC1100  is  easily  self-installed,  and  programmed  lo  initialize 
on  installation  and  it  can  be  remotely  checked  even  while 
you're  away  .SC  1100  has  an  unconditional  30  day  money 
back  guarantee  and  one  year  warranty  Order  today  call  1- 
800-334-0074  Depl  1 21 ,  $399  (plus  $1 5  S/H)  VISA 
or  MasterCard  accepted  SEf!URITY^^[Q 


Computer  Software 


Yellow  Pages 


i  WHITE  PAGES  PHONt  DIRECTORY  ONL 

10  Milium  U.S.  B< 
78  Million  I  -s  Resld 


CD  ROM 


from  5  OOO  ph. directories 

•  Sean-h  bv  Company  Name  Cltv.  Stale  Zip  Code  or  ivpe 

•  Prim  listings  10  disk  or  labels  on  vour  pnnler 

•  Business  PhoneOisc  I  $89 

•  Business  PhoneDisc  II    $139  = 

DRIVES  ALSO  AVAILABLE 

1800-800-6003    19041241-6917     TJ.S.MK  RO 


Investment  Services 


How  will 
Clinton's  Plan 
affect  you? 

Find  out  by  reading 
The  Agressive  Investor. 

Three  months  $55 

One  year  $195 
The  Agressive  Investor 
P.O.  Box  4011 
Cerritos,  CA  90703-401 1 


Education/Instruction 


COLLEGE  DEGREI 

BACHELORS  •  MASTERS  •  D0CT0RA1 

For  Work,  Lite  and  Acadei 
Experience  ■  No  Classroo 
Attendance  Required 

Call  (800)  423-324' 

or  send  detailed  resuml 
lor  Free  Evaluation 

Pacific  Western  Universit; 

600  N  Sepulveda  Blvrj .  Depl  170 
Los  Angeles.  CA  90049  USA 


FREE  VIDEO 


EXTERNAL  DEGREE! 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work  /life  exp.  •  Accredit' 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-40 


University  Degrees 

Home  study  Associate,  Bache 
MBA  degrees.  Paralegal,  Finar 
Marketing,  Management,  He. 
Care  Administration,  Internatic 
Business,  Human  Resources. 
Call  (BOO)  477-2254 
Southern  California  University 
202  Fashion-BW,  Tustin  CA  92< 


BACHELOR,  MASTER,  D0CT0 

EARN  A  DEGREE  Use  your  past  experie 
credit  toward  your  degree  No  classes,  se 
■  on-campus  attendance  Studies  built 
your  experience  Sell-paced  •  Send  R 
For  No  Cost  Eval 

(505) 889 

2155  Louisiana  Blvi 


niver 


Albuquerque.  New  Mexico  87110 


RESEARCH  REPORT! 

19,850  academic  topics  availabl 
Send  $2  00  for  the  290-page  catalo 
Custom-written  reports  also  availab 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:31 0-477-8226) 


Cable  TV 


CABLE  TV  DESCRAMBLEI 

CONVERTERS,  ACCESSORI 

Name  Brands.  Lowest  Prices.  Best  Sen 
For  FREE  16-page  color  catalog  cal 
CABLE  READV  £300)  234-101 

COMPANY    iwwffcw-p  iw< 


FREE  CATALOG!  1-800-345- 
JERROLD  HAMLIN  OAK  E 

CABLE  TV  DESCRAMBLEF 


•  Special  prices'  •  Compare  Our  Low  F 
Prices'  •  Orders  From  Stock  Shipped  Immedi. 
•  Guaranteed  Warranties  &  Prices! 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
73257>  Reseda.  Dept.  867  Reseda,  CA  9' 
For  catalog,  orders  &  into    1  -800  345-8 


)R  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
AX:  (312)  337  5633  OR  WRITE 
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BUSINESS  WEEK  MARKET  PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


wsletters/Periodicals 


1TIRE  EARLY! 

fies  to  quit  the  rat  race  for  a 
)g  new  career,  saner  lifestyle! 
:  30-page  report  "The  25  Keys 
lecure  Early  Retirement," 
issue  of  newsletter.  Early 
■merit  Advisor.  Send  $2  95 
CK/MO)  to:  DataTrends,  Box 
errifield,  VA  22116. 


iness  Opportunities 


NALIZEI)  CHILDREN'S  BOOKS 


jnvestmenl  irtu  that  profitable  business  you  have 
ined  about!    \n   .m  .  Il.  r«t   home  operated 
looks  sell  fast  in  -lores!  At  'airs'  Malls'  Or 
anywhere  il»  rt  an  p«ople  It's  eas)  ro 
g  selling  our  exciting  line  oi  personalized 
y  olhi-r  exciting  product!  available 
P»      i  .all  today!  214-248-9100 
>m    ''     D  45  K  Enterprises,  Inc. 
I  .1216  Commander,  Suite  101,  Dqn  21 

E  I  arrollroii,  Texas  73006 


START  YOUR  OWN 


/ATE  POSTAL  CENTER 


OX  MANUFACTURER  has  free 
«  catalog  and  information  on 
Postal  Centers  and  related  busi- 
vices.  HIGH  PROFIT  I 


 ,  OA  Ure  <800>  323-3003 

SCSI  i'Hiia 

S™J  1010  E  62nd  St.  L.A.,  CA  90001 
People  Committed  to  Quality  Since  1936 


USIC  CAN  MAKE 
YOU  RICH 


OVER  10  MILLION  SOLD 

smers  purchase  current  20  CD's,  tapes 
lAM/FM  receiver  +  video  rewmder  + 
irfare  for  two.  Only  $19.95.  Your  cost 
$1.  prot.  terr  avail. 
ERAL  MUSIC  &  VIDEO  CLUB 
0-368-8895  24  hrs.  info  line  J 

Human  Resources 


Force  On  Shiftwork 


ig  of  managers,  trainers,  safety 
mmittees  •  Focus  on  human 
rmance,  error,  sched.  &  safety 
acilitated  by  the  authors  of 
Nork  Safety  &  Performance 
409/345-7777 
McBride  Publications 
)ia  Lakes  Resort  Conf.  Centei,  TX 


Business  Services 


how  to  incorporate  without 
;e  of  an  attorney.  You  can 
orate  yourself  or  qualify  an 
g  corporation  anywhere  in  the 
b  obtain  information,  sample 

and  a  national  roster  of 
state  corporation  division, 
119.95  to:  B.E.T.  Investments, 
Jox  3779  Carson  City,  NV 
13779.  Satisfaction  Guaranteed. 

include  $2.00  S&H. 


nancial  Sampling 
Specialists 

s  when  anyone-IRS,  HHS, 
sales  tax,  etc. -demands  an 
tant  amount  projected  from 
ig  a  limited  sample  of  your 
ss  or  records. 

demands  are  routinely  99% 
lffery.  We  deflate  this  puffery, 
you  up  to  99%. 

isociates  702/741-5050 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•  I  i  >rwjrd  nil 

feature 
•Adjustable 

neck  rest 

•Built-in  :id|ustahl 
lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6 


BackSaver  Call  1-800-251-2225 

  fax  24  hrs.  1-800-443-9609 

5}  Jeffrey  Ave..  BWE.  Holliston.  MA  01746 


Corporate  Gifts 


Wearyour  LOGO  onJ™  8h5^ 


ButtonCufvers™ 
0  Gold  plated 
0  Custom  Color  Logo 
0  As  low  as  $6  5GVpair 
0  25  pair  minimum 
For  Free  Brochure 

800-875-5587 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 

BRONZE  COLLECTION 

BRONCO  $ 
BUSTER  *n 4U 

"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
and  Associates 

4305  S.  Highway  17-92 
Casselberry,  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg.  &  hdlg  additional 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  Quality  Send  for  ,^>. 
FREE  CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere 


HITCHCOCK  SHOES,  INC 

Dept.  55E  Hinftham,  MA  02043 


Corporate  Gifts 


100%  Cotton/Your  Logo!  — 

Buy  Factory  Direct  and  Save 


At  the  Queensboro  Shirt  Company,  we  don't  just  make  our  own 
shirts,  we  make  our  own  cloth!  You  buy  direct,  get  a  better  shirt, 
and  save.  Special  New  CustomerTrial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  call: 

1-800-847-4478        fax  1-718-782-4614 
The  Queensboro  Shirt  Company 
Dept  BW36,  80  N  5th  Street,  Williamsburg,  NY  11211 


Corporate 
Hes 

WM  (150  pc  minimum) 
^Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 


Outside  ME 
S00-962-1526 


TEL:  207-326-9179 
FAX:  207-326-9080 


Send  us  your  color  logo  *  along 
with  $10.50  and  we'll  rush  you 
a  personalized  working  quartz 
watch  sample  as  our  convtneer! 

A  timely  Ides  for 
Incentive  *  Premium  •  Dealer/Loader  •  Business  Gilt 
Convention  or  Meeting 

ILiim  2  samples  get  amoMt  @SW%  IKtil 

FREE  CATALOG-FAX  18181288-6200  OB  WHITE- 
IDEAL  WATCHES,  CO 
8033  SUNSET  BLVD  »63   LOS  ANGELES,  CA  90046 


CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNJ 

RECOGNIZE 

A  CONTRIBUTION 


CUSTOM  MADE 

TIES 
SCARVES 
ESTS 


nn 


NECKWEAR 
Stamford.  CT 


(800)  252-5966 
5S03)322-4142,  FAX:  (203) 329-7849 


Ambassador  Lapel  Flags" 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.     CT     06776.     U  S  A 
(800)  535-5255  •  Fax  (203)  354-2786 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS  „ 

$2.69 


EMBROIDERED 
40*^1*  CAPS  AS 

1^H^       LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


mm  BUSINESS  _  WEE  K 

Marketplace 

FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)  337-3090 
FAX:  (312]  337  5633  OR  WRITE 

BUSINESS  WEEK  MARKET  PLACE 
1 00  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 

Sales  Promotion/Premiums 


Wear  Your  Logo, 

^  0— — 


hoose  from  our  selection  of  premium 
American  made  casual  wear  and 
get  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course.  V  , 

Get  the  recognition  you  t^B^^V 
deserve.  Call  for  current  catalogue  and  prices.  I 

1800229-0706 

UniFirst  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  3 1 204  1 


Businesses  "  Clubs  -  Associations  -  Events 


Sales  Promotion/Marketing 


Sales  Success  Profile 


How  good  aie  youi  salespeople?  The  $SP  is  a  50 
question  sales  lest  that  measuies  13  selling 
skiMsl  Scored  on  youi  PC,  it  shows  how  your 
salesperson  tanks  compared  to  ovet  300,000 
other  salespeople!  Produces  8  to  1  4  pages  ot 
Narrative  Reports  and  Tiaining  Tips) 

FREE  SampleTest  CALL  NO  Wf 


Dealer  Inquiries  Invited 

1-800-477-321  1 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  or  Any  List  You  Need1 

FREE  Catalog  Call  {402)  331-7169  or  write 
American  Business  Lists 

P  O  Box  27347  •  Dept.  01  083 
Omaha,  NE  68127  •  FAX  (402)  331-1505 


Business  Displays 


Classified  Advertisers 


WOODEN 


Upscale  Point  of  Purchase 
Displays 

Call  Toll  Free  for  Catalogue 
1-800/568-2531 
Take  One  Inc.  •  Los  Angeles,  CA 
Fax  213/255-1280 


Auctions 


Receive  auction  notices  from 
Federal  Agencies  to  bid  on 
bank  assets,  vehicles,  &  real  es- 
tate. Directory  shows  how. 
Send  $29.95  +  $3.00  S/H  to: 

Auction  Watch 
2915  Carolyn  St.  N.E. 
Marietta,  GA  30062 
60-day  money  back  guarantee! 


Real  Estate  South 


FREE  PREVIEW  KIT 


•  Prestigious,  private  golf  8  tennis 
community  •  Town  and  country 
lifestyle,  •  Distinctive  homes  and 
townhomes  from  $249,000. 

1  -800-925-0085 

CJOVERNORS  CLUB 


CHAPEL  HILL,  NC 


Golf 


GOLF  CLUBS  FACTORY  DIRECT 


GOI.F  CLONES-lron  Copies-Zing, 
Silver  Scot  845s,  Ultra  45, 
Original  Controller  all  with  TTLite 
shafts,  Line  Grips  set  =  $189 
Wood  copies  of  Best  Sellers  $69  ea, 
set  =  $189 

Customer  Service  1-800/238-3343 


IT  PAYS  TO  ADVERTI 
IN  THE  BUSINESS  WE 
MARKET-PLACE 


The  Business  Week  Ma 
Place  Section  is  a  specia 
vertising  feature  appearir 
the  first  issue  of  each  mc 
The  Market-Place  provide 
ideal  'showcase'  for  adve 
ers  who  have  products  or 
vices  that  appeal  to  Busii 
Week's  more  than  6.8  m 
responsive  readers. 


For  rates  and  informati 
write: 

BUSINESS  WEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite 
Chicago,  IL  6061 1 
or  call  (312)  337-309! 
or  FAX  (312)  337-563 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood; 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


— 4mm  srae  umxh- 


FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code  #  BW0607R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  Bankers  Trust 

2.  Berger  100  Fund  and 
Berger  101  Fund 

3.  Chemical  Bank 

4.  CIGNA  Corporation 

5.  CITIBANK 

6.  Merrill  Lynch 
Consumer 

7.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

8.  Amoco  Chemical 
Company 

9.  Buick  Motor  Division 

10.  Consolidated 
Freightways 

11.  Digital  Equipment 
Corporation 

12.  Guardian 


13. 

HARSCO 

CORPORATION 

14. 

Haworth,  Inc. 

15. 

Hitachi 

16. 

International  Institute  of 

Management 

Development  -  IMD 

17. 

Lincoln  Mercury 

Division 

18. 

Motorola,  Inc. 

19. 

Rockwell  International 

20. 

ROLM  Company 

21. 

Sprint 

22. 

Texas  Instruments, 

Travelmate  4000 

Notebook 

23. 

Yellow  Freight  System, 

Inc. 

AREA  DEVELOPMENT 

24. 

Indiana  Department  of 

Commerce 

25. 

Iowa  Department  of 

Economic  Development 

26. 

State  of  Pennsylvania 

e  Corporation 


STRATEGIES  I 


PUMPING  UP 
AT  TEXACO 


It's  stoking  sales  with  cleaner  fuels  and  innovative  minimarts 


These  are  hardly  the  best  of  times 
for  gasoline  retailers.  Sales  have 
been  stagnant  for  the  past  five 
years.  And  the  slow-growth  recovery 
isn't  helping  matters.  Last  year,  the  na- 
tion's service  stations  sold  115  billion 
gallons  of  gas,  about  as  much  as  in  1989. 
To  top  it  off,  there's  all  that  talk  of 
some  kind  of  energy  tax. 

Still,  such  somber  realities  haven't 
stopped  Texaco  Inc.  from  trying  to  grab 
a  bigger  piece  of  the  U.  S.  gasoline  mar- 
ket. The  White  Plains  (N.Y.)  company  is 
spending  heavily  to  modernize  its  refin- 
eries and  offer  cleaner-burning  fuels. 
And  to  increase  the  retail  traffic  at  its 
gas  stations,  Texaco  is  devising  new  con- 
sumer attractions.  It's  enlarging  many  of 
the  6,000  convenience  stores  at  its  sta- 
tions. And  it's  adding  fast-food  franchis- 
es, such  as  McDonald's  and  Dunkin'  Do- 
nuts,  to  many  locations.  "All  we  want 
to  do  is  to  get  you  into  our  stations," 
says  Donald  H.  Schmude,  president  of 
Texaco  Refining  &  Marketing- 

The  strategy  is  showing  promise.  In 
the  hotly  competitive  gas  business, 
where  a  penny-a-gallon  price  difference 


can  cause  a  customer 
to  switch  brands,  Tex- 
aco has  been  steadily 
building  loyalty.  Dead 
last  among  the  six 
largest  gas  marketers 
five  years  ago,  Texa- 
co has  upped  its  share 
of  the  U.  S.  gasoline 
market  by  almost  6% 
since  1990,  moving  it 
to  fourth  place.  Only 
Chevron  and  Mobil  did 
better.  Exxon  and 
Shell  lost  market 
share,  as  did  Amoco, 
the  nation's  No.  1  gaso- 
line retailer  (chart). 
BAD  OLD  DAYS.  The 

emphasis  on  gas  retail- 
ing is  already  having 
an  impact  on  the  bot- 
tom line.  Operating 
earnings  from  U.S. 
gasoline  refining  and 
marketing  could  in- 
crease 11%  this  year, 
to  $330  million,  say  analysts.  This  should 
help  push  overall  earnings  for  Texaco 
up  15%,  to  $1.2  billion,  as  sales  rise  by 
6%  to  $40  billion,  estimates  William  L. 
Randol  of  Salomon  Brothers  Inc.  Says 
Randol:  "The  irony  is  they  used  to  be 
one  of  the  less  desirable  companies  in 
the  industry  in  the  refining  and  mar- 
keting area." 

The  retail  push  is  the  latest 
step  in  a  broad  strategy  to  im- 
prove Texaco's  performance.  Long 
considered  a  bureaucracy-bound 
laggard  among  the  Big  Oil  set, 
Texaco  hit  big-time  trouble  in  1985 
when  it  was  ordered  to  post  an 
$11  billion  bond  while  it  appealed 
a  damage  award  to  Pennzoil  Co. 
for  meddling  in  its  attempts  to  ac- 
quire Getty  Oil  Co.  Texaco  later 
filed  lor  Chapter  11  bankruptcy 
protection.  Then  came  raider  Carl 
C.  Icahn's  unsuccessful  takeover 
attempt.  During  those  dark  days, 
former  Texaco  Chief  Executive 
James  W.  Kinnear,  who  retired  in 
April,  began  a  major  overhaul.  He 
sold  off  businesses  and  slashed 


costs,  cutting  the  payroll  by  almc 
third.  He  also  boosted  Texaco's  oil  e: 
ration.  Now,  under  new  CEO  Alfre 
DeCrane  Jr.,  61,  Texaco  is  steppinj 
its  attack  on  the  so-called  downstn 
or  retail  end  of  the  oil  business. 

Devising  cleaner  fuels  has  been  k< 
that  strategy.  Texaco  introduced 
tern  3,  a  high-performance  gasoline 
produces  fewer  pollutants,  in  1989. 
been  a  hit  because  of  tougher  emis; 
laws  and  because  some  drivers  belie 
makes  their  finicky  new  engines 
form  better.  And  the  company  conti 
to  upgrade  its  refining  system  to 
duce  cleaner  fuels.  Texaco  and  the 
di  Arabian  Oil  Co.,  which  purchased 
of  Texaco's  downstream  operatior 
1988  to  secure  an  outlet  for  its  cr 
have  invested  $2.5  billion  in  refi; 
technology  since  1988. 

Many  of  the  improvements  are 
paying  off.  For  example,  the  com] 
has  taken  the  industry  lead  in  prodi 
a  diesel  fuel  with  low  sulfur  conten 
advantage  in  markets  such  as  Ca. 
nia,  which  are  setting  tough  env: 
mental  rules.  Texaco  and  the  Saudis 
also  spending  $240  million  to  make 
upstream  operations  nearly  self-s 
cient  in  the  production  of  oxygen; 
which  help  limit  pollution  from  gasc 

At  the  other  end  of  the  pipeline, 
aco  is  sprucing  up  its  network  of  V. 
gas  stations.  Texaco  Star  Marts,  w 
sell  snack  foods  and  beverages,  wer 
troduced  in  1991.  And  the  company  ] 
ons  that  the  average  independent  st; 
owner  now  pumps  about  30%  more 
oline,  thanks  in  large  part  to  the  st> 
So  Texaco  is  enlarging  the  minin 
in  hopes  that  a  wider  array  of  sn 
and  such  merchandise  as  videocass< 
will  lure  even  more  passing  drivers 

To  persuade  owners  to  go  along 
the  improvements,  Texaco  is  offe 
them  rebates  on  gasoline  sales.  Stj 
owners  can  also  obtain  low-interest  1 


TEXACO'S  NEW 
STRATEGY... 

CONVENIENCE  STORES  Enlarging  many  of  its  6, 
to  offer  a  wider  selection  of  food  and  bevera 
adding  fast-food  franchises,  such  as  McDona 
Dunkin'  Donuts,  to  many  locations. 

REFINING  Spending  heavily  to  improve  gasoli 
capability.  Plans  to  invest  $240  million  overt* 
years  to  become  self-sufficient  in  producing  o 
fuel  additives  needed  to  maker  deaner-burni 

MINI-LUBES  The  company  is  adding  express  o 
outlets  to  its  gas-station  network,  allowing  cus 
get  an  oil  change  in  under  30  minutes. 
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UNCONVENTIONAL  WISDOM 

They're  The  McLaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious,  (clockwise  from  left) Jack  Gerniond,  Clarence  Page, 
John  Mclaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 

The  McLaughlin  Group 


Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


Education 


IVY  AND  INNOVATION: 
B-SCHOOLS  THAT  TRY  HARDER 


The  heady  days  are  over 
for  business  schools.  Ap- 
plications are  dropping, 
fewer  companies  are  recruit- 
ing on  campus,  and  potential 
students  are  questioning  the 
value  of  the  MBA. 

Is  the  degree  losing  its  lus- 
ter? Not  so  fast.  As  competi- 
tion for  the  best  corporate 
jobs  increases,  an  MBA  will  re- 
tain the  stature  it  gained  in 
the  1980s.  Even  though  grad- 
uates can  no  longer  expect 
high-paying  jobs  to  be  handed 
to  them  on  silver  platters, 
"students  who  go  to  good 
schools  with  good  pro- 
grams are  still  going  to 
do  well  in  the  long  run," 
says  David  H.  Blake, 
dean  of  Southern 
Methodist  University's  B- 
school  in  Dallas. 
"SOFT  SKILLS."  All  the 
soul-searching  under  way 
at  many  business  schools 
is  fueling  massive  change 
and  experimentation  for 
the  1  letter.  In  an  effort 
to  make  the  MBA  more 
relevant,  schools  are  de- 
veloping closer  links 
with  companies,  placing 
greater  emphasis  on  in- 
ternational business,  and 
adding  courses  in  "soft" 
skills  now  considered  crit- 
ical to  success  in  the  cor- 
porate world. 

Many  of  the  institu- 
tions leading  these  efforts 
lack  the  prominence  of 
Northwestern's  Kellogg 
School.  "It's  the  schools 
that  are  lingering  on  the 
edge  of  the  top  20  that 
are  changing  their  cur- 
riculums  more,"  says 
Robert  E.  Witt,  dean  of 
the  B-school  at  the  Uni- 
versity of  Texas  at 
Austin.  "They  are  the 
ones  seeking  to  become 
permanently  established 
as  national  players." 


As  part  of  the  recently 
published  A  Business  Week 
Guide:  The  Best  Business 
Schools  (McGraw-Hill;  $14.95), 
the  magazine  assembled  a  list 
of  20  runners-up  to  its  1992 
Top  20  list  (BW-Oct.  26). 
This  next-best  bunch,  which 
is  not  ranked,  was  selected 
based  on  a  survey  of  leading 
corporate  recruiters.  The  ac- 
companying table  provides  a 
snapshot  of  each.  You'll  find 
out  the  odds  of  getting 
through  their  doors  and  how 
much  it  will  cost.  You'll  also 


discover  how  much  financial 
aid  each  school  has  to  offer 
(measured  on  a  per  capita 
basis),  and  how  last  year's 
graduates  fared  in  the  job 
market. 

CREATIVE  TOUCHES.  Most  of 
these  schools  offer  top-notch 
training,  as  good  as  the  insti- 
tutions that  garner  more  ac- 
claim clue  to  their  larger  en- 
dowments and  alumni  con- 
nections. Some  have  been  in 
and  out  of  Top  20  rankings, 
including  the  University  of 
Texas  at  Austin,  the  Univer- 


I  / 
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sity  of  Rochester,  and 
University.  Others  are  i 
comers,  such  as  the  An 
can  Graduate  School  of  Ii 
national  Management  (T 
derbird)  in  Glendale,  A 
and  the  B-schools  at  Gee 
town  in  Washington,  D.  C. 
Tulane  in  New  Orleans. 

What  sets  these  sch 
apart  is  their  ability  to  d( 
op  strengths  in  niche  a 
and  to  offer  creative  tou 
to  the  traditional  MBA.  At 
University  of  Rocheste 
student-led  initiative  is  for 
links  with  PepsiCo,  I 
ter  &  Gamble,  and  X 
so  that  managers 
lead  classroom  sess 
on  team  building 
leadership.  Yale  offe 
degree  that  covers 
public-  and  private-se 
management. 

B-schools  at  Emor 
Atlanta  and  Texas 
Austin  are  pionee 
some  of  the  more  inn 
tive  approaches  to  r 
agement  education.  1 
have  developed  unu 
programs  with  Proct( 
Gamble  to  tiring  ft 
ideas  to  market 
Emory's  "customer  I 
ness  development  tr 
features  a  summer 
ternship  directly  tie 
the  curriculum.  The 
gram  puts  students  si 
der-to-shoulder  with 
managers  on  custc 
development  teams.  '. 
are  working  with 
customers  to  write 
rules  for  customer 
tionships.  The  prog 
has  been  so  succe: 
that  Motorola  and  C 
Cola  have  signed 
Texas,  which  offer: 
MBA  at  a  third 
Emory's  cost,  has  ai 
Motorola  and  3M  t< 
program. 


DCDCAMA  □ 


e  the  internship  is  com- 
|  MBA  candidates  run 
;h  a  series  of  seminars 
jjaculty,  corporate  offi- 
and  students  to  round 
tie  experience.  "In  a 
it's  a  situation  where 
)ne  wins,"  says  Ronald 
,nk,  dean  of  Emory  Uni- 
x's School  of  Business, 
mts  are  presented  with 
3x  problems  and  hands- 
:perience,  we  benefit 
m  improved  curriculum 
acement,  and  companies 
etter-prepared  future 
pees." 

turn  out  better  stu- 
Southern  Methodist 
rsity— which  recently 
ied  a  one-year  MBA  pro- 
in  favor  of  the  more 
I  two-year  experience— 
ise  Western  Reserve  in 
and  are  assessing  the 
ths  and  weaknesses  of 
ng  students.  Then,  the 
:hools  customize  the  ed- 
n  to  address  each  stu- 
needs. 

dly  outlook.  Almost 
me  is  getting  more  as- 
ents  in  global  business, 
-school  after  another  is 
Ming  to  increase  the  in- 
ional  content  of  the 
But  Thunderbird  has 
ioing  this  for  47  years, 
school  has  graduated 
than  25,000  students, 
low  work  in  150  coun- 
Thunderbird's  program 
ts  of  a  three-part  cur- 
n  focusing  on  business, 
j,  and  language.  All  stu- 
must  graduate  fluent  in 
ign  tongue. 

>rgetown,  which  also 
isizes  international  busi- 
adopts  a  different  ap- 
l.  It  draws  upon  the  in- 
;ional  community  of 
isadors,  corporate  lead- 
nd  government  officials 
1  a  global  dimension  to 
)gram.  International  as- 
of  business  are  debat- 
virtually  every  course, 
iition,  Georgetown  of- 
:ormal  exchange  pro- 
with  eight  schools  in 
countries. 

i  bottom  line?  Although 
r  take  longer  to  recoup 
investment  in  these 
times,  the  mba  is  be- 
g  more  relevant  than 
Lot  Bongiomo 


A  CLOSER  LOOK  AT  THE  RUNNERS-UP 


Schools/                                                Average         Applicants     Annual  f  Scholarship 
Characteristics                                          GMAT  score     accepted       tuition           money  per  MBA 

With  job  offers  Starting 
by  graduation  pay 

AGSIM  (THUNDERBIRD)                  565          46%        $14,500  $1,269 
Culture  often  compared  with  U.N. 

because  of  its  global  bent;  MBAs  leave  fluent  in  foreign  language 

55%* 

$43,000** 

CASE  WESTERN  (WEATHERHEAD)       587         55          15,900  2,082 
Offers  customized  curriculum 

tailored  to  student's  strengths  and  weaknesses;  boasts  executive  mentors 

66 

44,280 

EMORY                                       615          38           17,120  4,509 
Grads  rate  teachers  highly  in  this 

general  management  program;  launched  part-time  MBA  program  last  year 

69 

48,560 

GEORGETOWN                               608          40           17,769  2,373 
Washington  (D.C.)  locale  provides 

window  on  business-government  relationship  in  globally  flavored  program 

77 

49,900 

MICHIGAN  STATE  (BROAD)               588          25           10,783  1,211 

Using  $20  million  gift,  largest  to  a 

public  B-school,  to  attract  top  faculty  and  students 

60* 

38,428** 

PEHN  STATE  (SMEAL)                     580*        28          10,176  1,953 

Proaram  known  for  strenqths  in 

business  logistics  and  business-to-business  marketing 

53 

44,590 

PURDUE  (KRANNERT)                     609          29          8,192  2,063 
Heavy  workload,  with  emphasis 

on  technical  and  analytical  training;  grads  take  home  a  Master  of  Science 

74 

49,490 

SMU  (COX)                                   610          58           15,892  3,808 
Recent  program  overhaul  makes 

this  school  one  of  the  most  creative,  featuring  student  assessments  and  mentors 

N/A 

N/A 

TULANE  (FREEMAN)                        604          50           18,185  6,160 

Recruiters  single  out  school  as  one  of 

best  in  South;  hands  out  most  scholarship  funds  per  student 

61  * 

42  900** 

UNIV.  OF  ILLINOIS  AT                     590          50           10,520  1,220 
URBANA-CHAMPAIGN 

Open  to  younqer  applicants  direct 

from  undergrad  schools;  boasts  one  of  nation's  top-rated  accounting  programs 

72 

41,190 

UNIV.  OF  IOWA                             593          39          8,100  420 
Plans  to  move  into  a  new  $36  million 

building  this  fall;  kicks  off  program  with  riverboat  cruise  on  Mississippi 

57 

40,900 

UNIV.  OF  MINNESOTA  (CARLSON)       602          48           13,760  1,211 
Strong  school  with  new  aggressive 

dean,  seeking  greater  corporate  support  and  students  outside  the  Midwest 

68 

41,910 

UHIV.  OF  H0TRE  DAME                   580          54           15,240  1,133 
Small  size  provides  family-like 

atmosphere;  ethics  and  community  service  are  critical  elements  in  culture 

42* 

41,500** 

UNIV.  OF  PITTSBURGH  (KATZ)          603          45          20,916  2,227 
Only  first-rate  MBA  in  U.S.  packed 

into  1 1  months;  average  student  boasts  4.5  years  of  work  experience 

69 

43,790 

UHIV.  OF  ROCHESTER  (SIM0H)         620          36          17,860  3,566 
Extremely  strong  finance  staff; 

intimate  environment;  largest  international  student  group 

76 

53,400 

UNIV.  OF  SOUTHERN  CALIFORNIA       622          35           15,730     4,706  72 
Has  first-rate  entrepreneurship 

program;  8%  of  grads  start  their  own  companies;  strong  in  organizational  behavior 

52,890 

UHIV.  OF  TEXAS  AT  AUSTIH              643          25          5,432  719 
Savvy  dean  is  reinventing  MBA, 

developing  program  links  with  such  companies  as  P&G,  Motorola,  3M 

75 

48,900 

UNIV.  OF  WASHIHGTON                   623          31           8,850  690 
Offers  environmental  management 

and  global  business  programs;  students  do  consulting  with  local  companies 

59 

43,730 

UNIV.  OF  WISCONSIN  AT  MADISON     602          42           10,625  1,066 
To  improve  quality,  school  reduced 

MBA  students  by  25%  since  1988;  average  GMATs  now  surpass  the  600  mark 

61 

44,070 

YALE                                          657          34          19,840  3,571 
Ivy  league  MBA  draws  exceptional 

students  with  highest  GMATs  of  any  B-school;  blends  public  and  private  sectors 

87 

66,690 

t  For  out-of-state  residents 


'BUSINESS  week  estimate 


"Data  provided  by  school 


DATA  BUSINESSWEEK,  BUSINESS  SCHOOLS 


BUSINESS 
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Smart  Money 

A  BETTER  WAY  TO  INSURE 
YOUR  SENIOR  YEARS? 


ursing-home  care  ran 
blow  apart  the  retire- 
ment kitty  you  carefully 
tended  through  the  decades. 
Nearly  30%  of  people  over 
75  stay  in  nursing  homes  for 
more  than  three  years,  at  a 
yearly  cost  of  as  much  as 
$60,000. 

You  can  take  out  long- 
term-care  insurance,  but 
that's  hideously  expensive, 
ruder  John  Hancock  Mutual 
Life  Insurance's  standard 
five-year  plan,  a  New  Yorker 
would  pay  yearly  premiums 
of  $1,453  for  a  40-year-old  to 
$4,018  for  a  65-year-old.  Or 
you  can  tap  Medicaid.  To  get 
it,  though,  you  must  dissi- 
pate most  of  your  assets— 
an  insidious  exercise  known 
as  "spend-down." 

Now,  under  an  interesting 
new  long-term-care  policy- 
provided  by  insurers  in  part- 
nership with  state  govern- 
ments—you can  avoid  finan- 
cial ruin.  With  the  new 
"partnership  policy"  in  New 


LONG-TERM  CARE  FOR  LESS 


40-YEAR-OLD  65-YEAR  OLD 

▲  THOUSANDS  OF  DOLLARS 

•IN  NEW  YORK,  FOR  COVERAGE  THAT  INCLUDES  NURSING  HOME  OR  AT-HOME 
CARE  AND  PHYSICAL  THERAPY,  INFLATION  ADJUSTMENT  OF  5%  A  YEAR 

DATA;  JOHN  HANCOCK  MUTUAL  LIFE  INSURANCE  CO 


York,  the  insurer  pays  for 
up  to  three  years,  then  Med- 
icaid kicks  in.  For  New  York 
residents,  the  beauty  of  this 
is  that  you  don't  have  to 
touch  your  assets.  (The  set- 
up is  slightly  different  in  oth- 
er states,  which  require  you 
to  spend-down  some  assets 
before  turning  to  Medicaid.) 
Even  better,  partnership 
plans  cost  about  a  third  less 


than  conventional  coverage. 

How  is  it  possible  that 
states  will  permit  you  to 
milk  Medicaid  funds  and  not 
require  you  to  evaporate 
your  assets?  The  states, 
which  administer  Medicaid, 
figure  that  the  new  policy 
saves  them  money  because 
otherwise,  many  people 
would  hide  their  wealth  and 
go  on  the  Medicaid  rolls  ear- 
ly. Likewise,  insurers  can 
hold  down  premiums  since 
Medicaid  eliminates  their 
outlays  for  patients  staying 
more  than  three  years. 
ASSETS,  NOT  INCOME.  The 
new  policy  is  available  in 
New  York  and  Connecticut, 
and  soon  will  be  in  California 
and  Indiana.  Seventeen  other 
states  are  examining  it,  and 
Clinton's  health-reform  plan 
may  copy  it.  Aside  from 
Hancock,  about  a  dozen  in- 
surers, including  Travelers 
and  Mutual  of  Omaha  Insur- 
ance, have  signed  up. 

The  partnership  policy 
isn't  perfect.  If  you 
buy  the  coverage  in 
New  York  and  re- 
tire to  Florida, 
which  to  date 
doesn't  offer  the 
plan,  tough  luck. 
Another  drawback 
is  that  the  policy 
protects  only  your 
assets,  not  your  in- 
come. So  you  might 
be  asked  to  pay 
some  bills  from  your 
pension  or  annuity 
checks.  You  do  get 
to  keep  every  cent 
of  your  Social  Security,  how- 
ever. 

You  can  buy  cut-rate  con- 
ventional long-term  coverage, 
though  it  may  not  take  care 
of  such  vital  services  as 
physical  therapy.  The  part- 
nership plan  does  every- 
thing. Given  the  pitiless 
climb  of  nursing-home  ex- 
penses, any  relief  is  worth 
a  look.  Larry  Light 
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YOU  DON'T  NEED  A  FARE  WAR 
TO  FLY  CHEAP 


I  f  you're  waiting  for  air 
I  fares  to  drop  further  be- 
■  fore  making  your  travel 
plans,  don't  hold  your  breath. 
The  airlines  almost  did  them- 
selves in  slashing  prices  50% 
last  summer.  This  travel  sea- 
son, they're  likely  to  stick 
with  conservative  cuts  of  25% 
to  35%.  While  that's  not  bad, 
the  cuts  are  off  a  higher  base 
price.  The  savvy  traveler  will 
have  to  look  harder  for  great 
deals  this  summer. 

One  tactic  is  booking  in 
niche  markets,  where  startup 
carriers  are  forcing  prices 
down.  USAir  lowered  prices 
around  the  Northeast  in  antic- 
ipation of  being  undercut  by 
newcomers  Kiwi  and  Skybus. 
Round-trip  fares  from  Phila- 
delphia to  Pittsburgh  are  now 
$158,  almost  50%  off  the  usual 
$292  fai  e,  says  Tom  Parsons, 
editor  of  Best  Fares  magazine. 
BE  SOCIABLE.  What's  more, 
"niche  airlines  have  their  own 
little  perks,"  such  as  two-tor  - 
one  sales,  says  Parsons. 
Southwest  Airlines,  which 
serves  36  major  airports,  has 
a  "friends  fly  free"  fare 
through  Sept.  7.  Off-peak 
flights  are  even  cheaper. 
Round-trip  from  Columbus, 
Ohio,  to  Chicago  is  $118  peak 
for  two.  At  $98  off-peak,  it's 
only  $49  per  person. 

Most  airlines  are  offering 
special  fares  for  seniors,  stu- 
dents, and  children.  America 
West  sells  a  $720  eight-cou- 
pon book  to  seniors  for  coast- 
to-coast  flights.  That  boils 
down  to  $90  a  leg. 


Then  there's  the  altera 
city  ploy.  Why  fly  from 
cinnati  to  Chicago  for  $46( 
two  when  from  Louisv 
Ky.,  some  95  miles  away, 
and  a  companion  can 
Southwest  to  the  Windy 
for  only  $78  for  two?  Hej 
for  San  Francisco  from  Al 
ta?  Don't  pay  $318  for  i 
fly  America  West  into  ( 
land  for  only  $450  for  tw< 
COUPON  HUNT.  Another 
to  save,  suggests  Randy 
tersen,  editor  of  InsideFt 
which  specializes  in  frequ 
flyer  information,  is  using 
count  coupons  offered  as 
motions  for  credit  cards 
travel  clubs.  The  Entert 
ment/ Passbook  for  1993 
out  by  Entertainment  Pub 
tions  in  Troy,  Mich.,  has 
$75  coupons  for  Continen 

International  flights  ar 
big  bargains,  but  many  E 
pean  carriers  are  offe 
EuroFlyer  Pass  coupons 
let  you  fly  around  a  coui 
or  the  Continent  for  a  flal 
or  discount.  Fly  British 
ways  to  London,  for  insta 
and  get  a  pass  to  Athens 
only  $149  or  Tel  Aviv 
$199,  says  Parsons.  Frai 
Air  Inter  lets  you  fly  any 
days  out  of  30  for  $179". 
waiian  Air  and  Liat  in 
Caribbean  have  similar  d 
for  would-be  island  hopp« 

And  above  all,  don't  be 
worried  if  you  miss  one 
war.  As  Parsons  says:  "CI 
fares  are  like  good  weat 
Stick  around  and  they'll  c 
back."  I 'ant  I 
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HUMAN  RIGHTS: 
KNOW  THEM,  DEMAND  THEM, 
DEFEND  THEM 


mm 
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Each  day  violations  of  human 
rights  condemn  millions  of 
men,  women  and  children  to 
indignity,  suffering  and  death. 
Yet  most  rights  are  protected 
by  international  legal  agree- 
ments. How  can  we  improve 
and  enforce  these  agreements 
to  better  people's  lives? 

This  June,  the  World 
Conference  on  Human  Rights 
in  Vienna,  Austria,  will  seek 


answers  to  this  question. 
The  United  Nations  is  bring- 
ing together  governments  and 
human  rights  advocates  to 
assess  where  we  stand  and 
set  international  human  rights 
policy  for  tomorrow. 

Human  rights  are  everyone's 
responsibility.  Join  us  in  taking 
action,  locally  and  globally: 
Know  your  rights,  demand 
and  defend  them. 


UNITEO  NATIONS 


For  more  information,  write  to: 
World  Conference  on  Human  Rights 
Department  of  Public  Information 
Room  S- 1 040,  United  Nations 
New  York,  N.Y.  10017  USA 


HUMAN  RIGHTS 


Personal  Business 


The  perfect  tennis  racquet 
is  a  work  in  progress. 
For  nearly  a  century, 
wooden  frames  held  court. 
But  wood's  hold  on  the  game 
splintered  in  the  1960s  when 
the  first  metal  racquets  ap- 
peared. In  1976,  Prince  Manu- 
facturing unveiled  the  first 
oversized  racquet,  and  11 
years  later,  equipment  mak- 
ers launched  widebody  frames. 
In  1990,  weighting  systems 
jumped  to  the  forefront  of 
technology  when  Wilson 
Sporting  Goods  in- 
troduced the  "head- 
heavy"  Hammer. 

Today,  racquet 
makers  are  moving 
forward  on  materi- 
als, head  size,  and 
racquet  width  as 
well  as  grip  and 
stringing  systems.  They're  not 
breakthroughs  that  will  trans- 
form the  game  but  quiet  evo- 
lutions that  promise  to  make 
tennis  easier  and  more  fun. 

All  these  subtle  design 
changes  have  created  a  glut 
of  options.  But  if  you  wade 
through  some  inflated  claims 
and  complicated  specifications, 
you're  sure  to  find  a  racquet 
made  for  you.  Even  better, 
competition  has  driven  prices 
down  and  forced  manufactur- 
ers to  offer  quality,  low-cost 
models  for  as  low  as  $50  for 
adults  and  $20  for  children. 
The  frames  are  so  durable 
they  can  last  for  years. 

To  choose  a  racquet,  ana- 
lyze your  game,  test  a  few 
models  in  your  price  range, 
and  keep  the  following  tech- 
nological trends  in  mind: 
■  Materials.  Graphite  and 
graphite  composites  allow  for 
today's  lighter,  stronger  rac- 
quets. The  newest  material, 
introduced  in  1991,  is  the  "vis- 
co-elastic  polymer"  used  in 
Prince's  $275  Vortex.  The  ma- 
terial stiffens  for  extra  power 
when  the  racquet  is  swung 
hard  and  .softens  to  give  a 
player  more  "touch"  during 
lighter  strokes.  The  effort  to 


Leisure 


GETTING  A  GRIP 

ON  HIGH-TECH  TEHNIS 


create  a  racquet  that  reacts 
differently  depending  on  the 
shot  is  the  most  exciting  re- 
search area  in  racquets  today, 
says  Paul  Roetert,  sport  sci- 
ence administrator  for  the 
U.  S.  Tennis  Assn. 

■  Head  size. 
Wooden  rac- 
quets measured 


WIDER,  LONGER, 
SWEETER:  THE 
GAUNTLET  PRINCE 
THREW  DOWN  IN 
1976  HAS  GIVEN  RISE 
TO  A  COMPLICATED 
ARRAY  OF  OPTIONS 


are  also  harder  to  maneuver. 

The  latest  innovation  is  the 
new  $250  Prince  Synergy  Ex- 
tender. With  strings  that  ex- 
tend into  the  handle,  the  rac- 
quet has  an  egg-shaped, 
116-square-inch  face.  The  idea 
is  to  have  the  largest  sweet 
spot— the  optimal  hitting  zone 
on  the  strings. 


about  70  square  inches  until 
the  monstrous,  110-square-inch 
Prince  came  along.  Now,  most 
racquets  come  in  midsize— 
about  90  square  inches— and 
oversized  (110).  The  wider  the 
racquet  face,  the  more  stabil- 
ity against  off-center  hits.  The 
longer  the  head,  the  more 
power.  But  larger  racquets 


■  Flexibility.  The  stiffer  the 
racquet,  the  more  powerful  it 
is.  Most  manufacturers  offer- 
many  different  "flexes"  in  the 
same  line.  Players  with  loopy, 
powerful  strokes  will  want  a 
flexible  racquet,  while  those 
with  low-speed,  compact 
strokes  should  have  a  stiff 
model  for  added  power.  Play- 


ers with  arm  injuries  nry 
prefer  a  more  flexible  racqet 
that  can  absorb  some  of  ft 
shock  from  hitting  the  hi 
Roetert  says. 

■  Beam.  Making  racquks 
wider  at  the  cross  sectjii 
makes  them  stiffer  and  In- 
creases the  sweet-spot  sfe 
Widebody  racquets,  whfc 
took  off  in  1987  with  the  W 
son  Profile,  are  nearly  twjs 
as  wide  as  conventional  tc- 
quets.  Widebodies  dominftl 
sales,  but  some  players  cm 
they  give  too  much  powl 
and  pros  largely  reject  th« 
This  year,  several  racqp 
lines  are  available  with  a  "c*, 
sic"  beam. 

■  Weight      and  balans. 

( Iniphite  racquets  are  a\ 
able  in  models  termed  lift, 
(about  12.5  ounces)  or  sujf- 
light  (about  11.5  ounces).  Ol- 
son's ultralight,  10-ounce  rri- 
el  is  paradoxically  knownis 
the  "head-heavy"  Hammer  e- 
cause  most  of  its  weight  i;fc 
the  head.  The  new  weightig 
system  not  only  makes  » 
racquet  more  maneuverafe: 
but  also  moves  the  sweet  sit 
to  the  upper  part,  whse 
most  players  hit  the  ball,  e 
cause  the  head  still  has  scte 
heft  to  it,  the  Hammer  retro 
power  and  avoids  the  ad* 
shock  and  vibration  of  "hei- 
light"  racquets.  Prince  ofife 
similar  models. 

Grip  designs  aim  to  red|e 
shock  and  vibration,  wlith 
contribute  to  arm  injurs. 
Racquet  makers  are  also  fk 
perimenting  with  strings 
techniques  that  add  po\sr 
and  stability.  Mizuno  has  te 
most  ambitious  claim,  wits  a 
stringing  system  on  its  $ft 
Reactor  "designed  to  cortet 
off-center  hits  and  eliminp 
mishits."  Sound  too  good!) 
be  true?  Mizuno  promias 
that  you  can  return  the  li- 
quet within  two  weeks  i fit 
doesn't  improve  your  accmw 
200%.  You  never  know  wat 
high-tech  wizardry  can  doit 
your  game.         Amey  Sfat 


Worth  Noting 


»  FINANCIAL  PRIMER.  Are  you 

into  Getting  Your  Financial 
House  In  Order!  A  new  16- 
page  booklet  free  from  Oppen- 


heimer  Funds  provides  the  ba- 
sics, including  net  worth,  col- 
lege cost,  and  retirement-plan- 
ning worksheets.  It  also  offers 
advice  on  topics  such  as  hold- 
ing assets  in  a  child's  name 
and  minimizing  estate  taxes. 


Call  800  525-7048  for  a  copy. 
■  air  auction.  On  June  14, 
Sotheby's  in  New  York  will 
auction  documents,  autographs, 
air  postal  covers,  photos,  and 
letters  from  the  Kallir  Collec- 
tion of  Aviation  History.  The 


biggest  such  private  ass<t 
blage,  it  spans  the  1780s'  d- 
loon  trials  through  the  gi* 
1930s'  long-distance  advb- 
tures.  A  highlight:  LindberjiV 
1927  landing  certificate  at  SB 
Bourget.  Call  212  606-7385. 
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PERSONAL  BU:JES 


If  every  dollar  you've  spent  on 
your  computer  network  has 
been  worth  it,  wow,  that's  great. 


But  if  you  think  your  dollars  would've  been  more  effective  playing  the  lottery,  you  need  a  network  IKJTfQDDI^F 
that  works.  Just  call  1-800-DATA-USW.  We  connect  and  maintain  LANs  and  computer  networks.  'tmfj^^s™^^- 


Not  available  tn  Alaska  i  \iht<  <miaoi  Hawaii 
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USE  YOUR 
PHONE  TO  SOLVE 
A  DRUG  PROBLEM. 

1-800488-DRUG 


To  prevent  and  fight  drug  abuse, 
you  need  the  facts.  You  can  get  them 
from  us. 


the  American 
Council 

for  Drug 

Education 

Fight  drug  abuse  with  fact: 


The  American  Council  For  Drug  Education 
is  a  nonprofit  organization 
dedicated  to  informing  the 

public  about  the  health  hazards 
of  drug  use. 

Call  for  more  information  and  a 
free  catalog  of  educational 

materials  for  children, teenagers  and  adults. 
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When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


A  message  from  your  local  fire  department,  this 
publication,  and  the  U.S.  Fire  Administration. 
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Reach  your  top 
prospects  with 
BusinessWeek 
Lead-Finder 


It  s  all  here  on  one  BusinessWeek 
Lead-Finder  diskette.  The 
sales  lead  information  you 
need  on  the  top  prospects  in 
your  sales  territory: 

•  Company  name 

•  \(  M  less 

•  Type  of  business 

•  Sales  ranges 

•  Employee  ranges 

•  Phone  number 

•  Contact  name 
(where  available 

The  BusinessWeek  Lead-Finder 
program  is  compiled  by  DATABASE 
AMERICA  —  a  leader  in  the  field  of  lists  - 
with  selected  segments  researched  and 
verified  by  STANDARD  &  POOR  S. 

Targeting  your  best  prospects  has  never 
been  faster,  easier  or  more  affordable. 

At  the  touch  of  a  key  the  software  lets  you: 

BusinessWeek  f//////////////////i 


Search  and  find  prospects  based 
on  your  own  criteria 

•  Rank,  sort  and  evaluate 
companies 
•  Print  reports  and 
mailing  labels 
•  Download  into  you 
own  database  or  wort 
processing  system 

The  program  is 
^\       available  on  a  5-1/4 
or  3-1/2"  disk. 

The  BusinessWeek 
Lead-Finder  diskette  start: 
at  just  $149.00  U.S.  dollars 

One  of  our  consultants  will  be 
happy  to  provide  you  with  a  FREE  market 
analysis  to  help  you  "profile"  the  best  sales 
leads  in  your  selected  areas. 

Call  1-800-545-0411  for  your 
FREE  market  analysis  and  for 
ordering  information. 


Lead-Finder 


P.O.  Box  518,  Dept.  101,  Montvale,  NJ  07645-0518  FAX:  201-476-2419 
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jraging  week  in  the  U.S. 
market.  The  Dow  Jones  in- 
iverage  closed  on  May 
40,  an  all-time  high, 
le  S&P  500  failed  to  sur- 
^orch  record.  Stocks  were 
ipward  by  the  bond  mar- 
:h  was  spurred  by  a  strong 
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g  gains  in  the  market, 
tly  bullishness  has  not 
excessive.  The  put-call 
jauge  of  options-buying 
t,  remained  in  neutral 
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52-week  change 
+  10.4% 


1-week  change 
+0.5% 
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FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

WES  INDUSTRIALS 
COMPANIES  (S&P  MidCap  Index) 
OMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

3540  2 
167.8 
232.1 
259.5 

1.1 
2  3 
1  2 
1  4 

5.0 
17.7 
17.9 
11.8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

3.10% 
6.92% 
2.78% 
22  9 

3.03% 
6.97% 
2.83% 
22.6 

3.79% 
7.90% 
2.99% 
25.2 

>N  STOCKS 

Litest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

neeK 

>z-weeK 

S&P  500  26-week  moving  average 
Slocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

441.5 

56.9% 

0.35 

2.46 

440.6 
55.9% 
0.38 
2.61 

Positive 
Negative 
Neutral 
Neutral 

(FINANCIAL  TIMES  100)  2846.9 
NIKKEI  INDEX)                     20,896  0 
)  (TSE  COMPOSITE)                   3865  2 

1.0 
2.5 
1.4 

5.5 
17.2 
14.3 
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BRIDGE  INFORMATION  SYSTEMS  INC 

WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-week 

change 
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Price 

ITAL  MANAGEMENT 

19.2 

-21.2 

NATIONAL  MEDICAL  ENTERPRISES 

32.1 

-35.7 

9  '4 

iONDUCTORS 

15.7 

100.5 

TEXAS  INSTRUMENTS 

19.4 

76.7 

64  V2 

UMENTATI0N 

15.3 

6.8 

HEWLETT-PACKARD 

17.8 

83  3/s 

'UTER  SOFTWARE  AND  SERVICES 

15.2 

43.8 

LOTUS  DEVELOPMENT 

41.7 

17.2 

34 

LS  AND  MOTELS 

15.1 

62.7 

PROMUS 

30.9 

231.3 
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change 
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Weakest  stock  in  group 

4-week 

change 

52-week 

Price 

KING 

-6.7 

-22.4 

CONSOLIDATED  FREIGHTWAYS 

-7.3 

2  4 

15  % 

NSURANCE 

-5.3 

31.7 

CAPITAL  HOLDING 

-1 1.2 

31.0 

35  Ve 

RIC  POWER 

-2  4 

10.4 

PSI  RESOURCES 

-7.9 

31.3 

22 

H-CARE  SERVICES 

-2  4 

-30.7 

AMGEN 

-6.9 

-39.7 

35  '/2 

SP0RTATI0N  SERVICES 

-2.2 

11.6 

FEDERAL  EXPRESS 

-3.9 

15.0 

49 
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k  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

GT0N  STRATEGIC  INVESTMENTS 
D  SERVICES  GOLD  SHARES 
IS0N  PRECIOUS  METALS  A 

44.6 
25.1 
23.9 

STEADMAN  AMERICAN  INDUSTRY 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 
FIDELITY  SELECT  INSURANCE 

-8.7 
-6.0 
-5.0 

total  return 

% 

52-week  total  return 

% 

FE-STATE  STREET  GLOBAL  ENERGY 
GROWTH 

ITY  SELECT  AMERICAN  GOLD 

60.4 
54.9 
51.2 

PROGRESSIVE  AGGRESSIVE  GROWTH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 
G.T.  LATIN  AMERICA  GROWTH  A 

-27.4 
-24.5 
-17.1 

m^m  s&p  500 

4-week  total  return 


MORNINGSTAR  INC 

I  J    Average  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


mounts 

nt  the  present 

($10,000 

i  one  year  ago 

portfolio 

iges  indicate 
total  returns 


Foreign  stocks 
$12,180 

+2.21% 


Treasury  bonds 
$11,934 

+0.31% 


U.S.  stocks 
$11,208 

+  1.94% 


DATA  RESOURCES  INC 


llll 


Gold 
$11,177 

+2.64% 


Money  market  fund 
$10,243 

+0.05% 


1  this  page  ore  as  of  market  close  Wednesday,  May  26,  1993,  unless  otherwise  indicated.  May  25.  Mutual  fund  returns  ore  as  of  May  21  Relative  portfolios  are  valued  as  of  May  25.  A  more 
oups  include  S&P  500  companies  only,  performance  and  shore  prices  are  as  of  market  close        detoiled  explanation  of  this  page  is  available  on  request 
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THE  HEW  FEDERALISM: 
TOHIC  FOR  WORLD  GROWTH 


Compare  the  rapid  growth  of  China  with  the  sputtering 
economy  in  Russia,  and  a  lesson  leaps  out:  Don't  try 
democracy  before  you  get  growth.  Gorbachev,  pundits 
are  saying,  never  should  have  called  for  glasnost  before  per- 
estroika.  Instead,  he  should  have  pushed  hard  to  restructure 
the  economy,  then  allowed  more  openness.  (Never  mind  that 
that  wasn't  politically  feasible.)  China's  communist  rulers,  the 
experts  say,  were  more  astute  about  fostering  development: 
Focus  on  incentives  for  industry,  bribe  the  population  into 
submission  with  rising  incomes,  and  democracy  be  damned. 

That's  a  popular  analysis  of  the  difference  between  the 
Chinese  and  the  Russian  experiences,  but  it's  the  wrong 
one.  What  really  made  the  difference  in  China  was  decentral- 
ization and  the  stirrings  of  a  primitive  form  of  federalism, 
and  what  could  yet  pull  Russia  out  of  its  economic  morass  is 
a  similar  strategy  of  federalism  (page  82).  Best  of  all,  feder- 
alism and  democracy  aren't  mutually  exclusive.  In  fact,  they 
have  a  long  history  of  coexisting  in  both  Britain  and  the 
U.  S.— and  producing  fabulously  strong  economic  growth. 

Around  the  world,  federalism  is  a  hot  topic  these  days. 
From  the  North  American  Free  Trade  Agreement  to  a  uni- 
fied Europe,  plans  abound  for  countries  to  federate  with 
each  other  to  strengthen  trade  and  economic  ties.  Within 
countries,  too,  federalist  fever  is  catching:  Italy's  Lombard 
League  is  pushing  a  federalist  platform,  and  advocates  of  a 
revival  of  federalism  in  the  U.  S.  are  becoming  more  vocal. 

In  today's  world,  the  notion  has  a  special  appeal:  What 
better  way  to  balance  the  interests  of  different  regions  and 
groups,  and  at  the  same  time  bring  them  together  for  the 
common  good?  Of  course,  federalism  is  not  a  panacea.  Unless 
the  center  dictates  otherwise,  it  may  allow  strong  regions  to 
become  stronger  and  poor  ones  poorer.  And  important  social 
goals  usually  must  be  mandated  by  the  center,  as  was  the 
case  with  civil  rights  in  the  U.  S.  But  federalism,  at  least  as 
envisioned  by  Alexander  Hamilton  and  James  Madison,  was 
a  powerful  curb  on  unwieldy  big  government  and,  especially, 
on  the  inimical  rule  of  tyrants.  Achieving  that  end  is  as 
worthy  an  objective  today  as  it  was  two  centuries  ago. 


HOW  TO  GET  INDUSTRY 
TO  CLEAN  UP  OH  ITS  OWH 

BJ  t  was  an  afterthought  when  Congress  passed  it,  but  a 
H  provision  tacked  on  to  the  1986  Superfund  law  is  proving 
H  to  be  one  of  the  most  effective  environmental  laws  on  the 
books.  It  doesn't  tell  industry  to  slash  emissions  to  a  certain 
level.  Nor  does  it  force  companies  to  use  specific  technology. 
The  law  just  requires  manufacturers  to  make  inventories  of 
the  toxic  chemicals  they  keep  on  hand  and  to  tell  the  public 
how  much  of  the  stuff  they  release  into  the  environment. 

But  the  disclosures  are  having  far  more  impact  than  any- 
one imagined.  The  Environmental  Protection  Agency  is  ex- 


pected to  soon  release  data  showing  that,  because  of  the 
companies  have  voluntarily  cut  their  emissions.  Accou: 
gimmicks  may  inflate  the  cuts,  but  the  record  is  remark 

The  government  is  getting  results  without  the  kii 
strict,  command-and-control  regulations  it  has  impose 
business  in  the  past.  Indeed,  companies  have  remarl 
freedom  to  cut  emissions  any  way  they  want.  Often  the 
doing  so  by  reducing  the  amount  of  chemicals  used  a 
front  end  of  production— the  best  way  to  cut  pollution. 

Why  are  companies  reducing  pollution  on  their  own: 
reason  is  the  bad  publicity  that  large  toxic  emissions  cr 
Companies  don't  want  to  be  bad  neighbors.  Nor  do 
want  reputations  as  polluters  that  would  make  it  easie 
opponents  to  thwart  efforts  to  expand  to  new  sites.  Pre 
from  community  activists  also  plays  a  role.  But  the  fs 
that  companies  are  moving  ahead  without  a  specific 
emment  mandate  to  do  so.  If  the  EPA  is  going  to  imposi 
ther  regulations  to  cut  pollution,  the  disclosure  strategy 
model  to  follow. 


BALLADUR'S  CHANCE  TO 
RESTORE  FRENCH  GLORY 

When  he  rode  to  power  two  months  ago  on  a 
of  resentment  against  his  socialist  predecet 
French  Prime  Minister  Edouard  Bahadur  pie 
to  create  an  economic  policy  that  would  stand  as  "a 
French  example"  to  the  rest  of  the  world.  His  plan 
nounced  on  May  26,  to  privatize  21  state-owned  compt 
including  Renault,  Air  France,  and  computer  giant  Gr 
Bull,  is  a  major  step  in  that  direction  (page  46). 

France  has  danced  with  the  issue  of  privatization  be 
back  in  1986-88.  Bahadur's  plan  appears  to  go  further.  1 
will  be  no  ceiling  on  foreign  investment  in  former  s 
owned  companies  and  no  mercy  for  previously  pamj 
sectors,  such  as  high-tech  and  computers.  This  is  the  w 
has  to  be  in  a  brutally  competitive  world,  and  the  Fi 
have  long  hesitated  to  recognize  it. 

Bahadur  certainly  faces  an  uphill  climb  to  privatize 
$60  billion  worth  of  state-owned  assets  in  a  climate  of  i 
investor  interest.  As  he  proceeds,  he'll  have  to  face  a  j 
ing  social  and  political  burden  of  French  unemployi 
France's  jobs  record,  the  worst  in  the  Organization  for 
nomic  Cooperation  &  Development  since  the  mid-1970s, 
getting  any  better.  The  country's  3.1  million  jobless,  10. 
the  work  force,  could  vault  to  3.5  million  by  yearend. 

As  Bahadur  moves  to  cut  budget  deficits,  privatize  g< 
ment-owned  corporations,  and  create  jobs,  the  exig* 
of  politics  will  sorely  tempt  him  to  forget  his  pled 
build  a  new  French  model  of  economic  probity.  But 
leaders  in  Germany  and  Britain  tired  and  listless,  and 
Europe  adrift,  Bahadur  has  a  chance  to  put  France  j 
lead  on  the  Continent.  In  the  midst  of  a  recession,  he 
have  no  choice  but  to  start  modestly.  But  if  he  also  mo 
cure  the  root  causes  of  France's  economic  underpeiM 
ance,  he  will  be  on  his  way  to  building  the  lasting  moil 
promised.  If  implemented,  Bahadur's  conservative  pni 
may  move  France  back  to  center  stage  in  Europe. 
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'S/ValuePoint 

lays  gone  by,  the  only  low-priced 
1-cornpatibles  roaming  the 
;h  were  the  clones.  But  that  s 
:hangcd.  Introducing  brand- 

PS/ValuePoints — computers 

succeed  at  being  low-priced, 
1-compatible  and  IBM,  all 
ie  same  time. 

With  486  processors  upgrad- 

■  through  the  future  Pentium™ 

rDrive™  microprocessor  tech- 

)gy,  VESA  local  bus  graphics 

1  1MB  video  memory  and  avail- 

;  L2  Cache,  there's  not  a  dino- 

i;  in  the  bunch.  There  are  also 

Model  425SX/S 

IT  Model  425SX/S: 

SX  25  MHz  System;  4MB  RAM,  120MB  HD  (245MB  HD  available) 
ols/3  Bays,  pre-installed  with  DOS/Windows™  or  OS/2®  (8MB 
RAM  required),  14"  SVGA  PS/ValuePoint, 
6312  Color  Display 


1,579 


new  high-capacity  hard  disks, 
medialess  models,  and  new  Space- 
Saver and  Mini- lower  footprints. 
There  are  over  40  configurations, 
so  you  can  pretty 
much  build  a 
PS/ValuePoint  to 
meet  your  speci- 
fic needs.  There  are' 
even  new  monitors,  along  with 
other  features  and  options  avail- 
able for  all  models.  And  they  all 
come  with  HelpWare™— IBM's 
comprehensive  service  and  sup- 
port. Affordable  service  extensions 
are  available  too. 
For  more  information  or  an  IBM  authorized  dealer 
near  you,  call  our  Personal  Systems  HelpCenter™  at 
1  800  772-2227.  In  Canada,  call  1  800  465-7999.  At 
prices  like  this,  its  the  dawn  of  a  whole  new  era. 


W  Model  433DX/D: 

DX  33  MHz  System;  4MB  RAM,  340MB  HD,  5  Slots/5  Bays, 
installed  with  DOS/Windows  or  OS/2  (8MB  RAM  required), 
*      14"  SVGA  PS/ValuePoint,  6312  Color 
Display 


2,489 


W  Model  466DX2/T: 

DX2  66  MHz  System;  8MB  RAM.  527MB  HD,  8  Slots/6  Bays, 

**    DOS/Windows  or  OS/2  pre-installed,  15"  SVGA 
PS/ValuePoint.  6319  Color  Display 


3,789 


Feature 

Benefit 

All  models  upgradable  through 
the  future  Pentium  OverDrive 
microprocessor  technology 

Enhanced  processor  performance 

Local  bus  graphics  standard 
1MB  video  memory  standard 

Increased  graphics  performance. 
True  color  and  Megapel  resolution 

Available  VESA  local  bus 
slot  standard 

High-performance  expandability. 

L2  Cache  options  available 

Increases  system  performance 

The  end 
of  the 

Clone  Affe. 


|  reflect  DOS/Windows  pre  installed  "Price  reflects  OS/2  pre-installed  Dealer  prices  may  vary  IBM  and  OS/2  are  registered 
narks  and  PS/ValuePoinf,  HelpWare  and  HelpCenter  are  trademarks  of  International  Business  Machines  Corporation  Windows  is 
smark  of  Microsoft  Corporation  WordPerfect  is  a  trademark  of  WordPerfect  Corporation  Screen  shot  reprinted  with  permission 
WordPerfect  Corp  The  Intel  Inside  logo  is  a  registered  trademark  and  Pentium  and  OverDrive  are  trademarks  of  Intel  Corporation 
13  IBM  Corp 


Wbrds  like  Sacrifice  And  Long-^Ienn 
Commitment  Belong  In  Marriage  \bw 
Not  Lease  Agreements. 


IT  HAS  OFTEN  BEEN  SAID  that  compromise  t 
the  key  to  a  successful  relationship.  Not  so  with 
Lincoln's  Two- Year  Luxury  Lease.  Because  now  you  a 


LINCOLN  MERCURY  DIVISION  C&*>   Buckle  up-together  we  tan  save  lives  •Driver  and  nghl  from  passenger  Supplemental  Keslraml  System  Always  wear  your  safety  belt  "Certain  benefits  provided  by  ford  Auto  Club.  In 
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Business  spent  $1  trillion  on  information  technology 
ti  the  last  decade -but  showed  little  gain  in  efficiency. 
Now,  productivity  is  finally  bursting  out,  thanks  to 
better  software  and  a  reorganization  of  work  itself. 
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mag 


ine  rising  far  above  th 


Running  a  business  will  always 
have  ite  hufclle^.  But  getting  all 
of  your  information  systems  to  work 
together  shouldn't  be  one  of  them. 
Enter:  Digital.  The  people  at  Digital 
have  the  technology  and  expertise 
to  help  your  people  work  smarter 
by  sharing  information  better. 
No  matter  what  systems  you  rely  on 
or  which  companies  they're  from, 


Digital  will  help  you  rise  above 
existing  barriers.  And  as  your 
ds  change,  we'll  keep  new 


by  giving  your  people  access  to 


data  and"  ideas  When  and  where 


they  need  them.  That's  Digital. 
•With  a  proven  track  record  of  customer 
sjjccess.  To  find  out  more  about 
)igital  Multi vendor  Customer  Services,  call 
1-800-DIGITAL,  press  2,  ask  for  ext.  75G. 


PUHING  IMAGINATION  TO  WORK 


tween  systems. 


ta 


pment  Corporation  1993.  The  DIGITAL  logo  is  a  trademark  of  Digital  Equipment  Corporation. 


At  Lexus,  we  design  bumpers 
1  l_that  are  every  bit  as  durable 
as  they  sound.  This  should  come 
as  no  surprise.  After  all,  these 
bumpers  are  attached  to  one  of  the 
worlds  most  thoughtfully  engi- 
neered cars:  the  Lexus  Coupe. 

The  Coupes  distinctive  nose 
is  shaped  bv  a  scratch-resistant 
methane  fascia  (1).  Just  beneath 


Aluminum  Reinforced  Elastom 
If  You  Think  It  s  Hard  To  S; 


that  stands  a  barrier  of  energy- 


absorbing  foam  (2).  And  for  extra 


Putting  this  much 

A 


engineering  energy  into 


measure,  all  this  is  backed  bv  i 


in 


aluminum  reinforcement  (3). 


something  as  seemingly 


simple  as  a  bumper  is  nothing 


%  1993  Lexus,  I  Division  Oj  Toyota  Motor  Sales.  I  .S  1..  Inc.  Lexus  reminds  \ou 


)Med  Thermoplastic. 
fDentingL 

Lexus.  In  fact,  you  11  find      plastic  right  down  to  the  rhodium 


sry  inch  of  the  Coupe  is      monolith  three-way  converter. 


well  constructed  —  from 


(?) 


stonier  modified  thermo-  The  Relentless  Pursuit  Of 'Perfection. 


all  speed  laws.  For  m„,e  information,  rail  800-872-5398  (800-USA-LEXUS). 
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56  THE  TECHNOLOGY  PAYOFF 

U.S.  business  is  finally  reaping  the 
rewards  of  its  massive  investment  in 
information  technology — and 
productivity  is  booming.  But  the  real 
breakthrough  is  in  the  sweeping 
reorganization  of  work.  For 
companies  that  make  the  smartest 
changes,  it  could  mean  a  head  start 
in  a  new  Industrial  Revolution 
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PRODUCTION 

Change  from  last  week:  ~0.2% 
Change  from  last  year:  4.2% 


1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  3.7% 
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The   production   index   fell  slightly  during  the  week  ended  May  22,  as  the 

factory  sector  continues  to  struggle.  On  a  seasonally  adjusted  basis,  output  of  trucks, 
electric  power,  paperboord,  and  lumber  all  declined.  Steel,  autos,  coal,  and  paper 
production,  plus  rail-freight  traffic,  increased  for  the  week,  while  crude-oil  refining  was 
unchanged.  Before  calculation  of  the  four-week  moving  average,  the  index  dropped 
to  185.2,  from  186.2. 

BW  production  index  copyright  1993  by  McGraw-Hill  Inc 


The  leading  index  increased  during  the  week  ended  May  22  to  its  highest 
since  early  this  year.  Higher  stock  prices  and  faster  growth  in  M2  helped  lif 
index.  Higher  bond  yields  and  deteriorating  growth  in  materials  prices  and 
estate  loans  hint  at  trouble  ahead.  The  number  of  business  failures  was  unchan 
Before  calculation  of  the  four-week  moving  average,  the  index  fell  to  222.3, 
223.8  in  the  previous  week. 

Leading  index  copyright  1 993  by  Center  for  International  Busman  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 


Week  %  Change 
ago      year  ago 


STEEL  (5/29)thous.  of  net  tons 


1,902 


1,905# 


6  9 


AUTOS  (5/29)  units 


130,016  142,673r# 


16.9 


TRUCKS  (5/29)  units 


98,253 


104,349r# 


28.6 


ELECTRIC  POWER  (5/29)  millions  of  kilowatt-hours 

54,152 

53,228# 

5.2 

CRUDE-OIL  REFINING  (5/29)thous.  of  bbl./day 

13,979 

13,733# 

1.3 

COAL  (5/22)  thous.  of  net  tons 

18,428# 

18,142 

-2.1 

PAPERB0ARD  [5/22)  thous  oftons 

802. 4# 

827. 3r 

;  4 

PAPER  (5/22)  thous.  oftons 

769.0# 

736.0r 

3.1 

LUMBER  (5/22)  millions  of  ft. 

461.4# 

469.9 

-8  0 

RAIL  FREIGHT  (5/22)  billions  of  ton-miles 

21. 4# 

21.2 

2.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  5FPA;,  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/2) 

107 

108 

127 

GERMAN  MARK  (6/2) 

1.59 

1.62 

1  60 

BRITISH  POUND  (6/2) 

1.54 

1.55 

1.83 

FRENCH  FRANC  (6/2) 

5.38 

5.47 

5.37 

CANADIAN  DOLLAR  (6/2) 

1.27 

1.26 

1  20 

SWISS  FRANC  (6/2) 

1  42 

1.45 

1.46 

MEXICAN  PESO  (6/2)' 

3.123 

3.127 

3.092 

Sources:  Major  New  York  banks.  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U.S.  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  |6/2)$/troyoz. 

369.000 

374  500 

9.0 

STEEL  SCRAP  (6/1)  #1  heavy,  $/ton 

106.50 

106.50 

15  8 

FOODSTUFFS  (6/1)  index,  1967-100 

201.8 

205.7 

-0.1 

COPPER  (5/29)  (/lb. 

87.6 

33  5 

-17.0 

ALUMINUM  (5/29)  c/lb. 

52.5 

52.5 

-13  2 

WHEAT  (5/29)  #2  hard,  $/bu. 

3.55 

3.57 

-8.7 

COTTON  (5/29)  strict  low  middling  1-1/16  in.,  C/lb. 

56  30 

58.40 

3.7 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Mefals 
Week,  Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  £1 
yet 

STOCK  PRICES  (5/28)  S&P  500 

450.58 

444.94 

 1 

CORPORATE  BOND  YIELD,  Aaa  (5/28) 

7.46% 

7.48% 

INDUSTRIAL  MATERIALS  PRICES  (5/28) 

95.6 

95.4 

BUSINESS  FAILURES  (5/21) 

382 

380 

REAL  ESTATE  LOANS  (5/19)  billions 

$395.7 

$397.7r 



MONEY  SUPPLY,  M2  (5/17)  billions 

$3,471.2 

$3,468.8r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/15)  thous. 

340 

337 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  < 
data  on  business  failures  and  real  estote  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  C 
yet 

PERSONAL  INCOME  (Apr.)  annual  rate,  billions 

$5,262.0 

$5,261. Or 

CONSUMER  SPENDING  (Apr.)  billions 

$4,282.7 

$4,239.2r 

C0NSTR.  SPENDING  (Apr  .]  annual  rate,  billions 

$444.4 

$446.2r 

12  LEADING  INDICATORS  COMPOSITE  (Apr.)ind 

sx  152.0 

151.9r 

Sources:  Commerce  Dept.,  Census  Bureau 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  £1 
yeo 

MONEY  SUPPLY,  Ml  (5/17) 

$1,068.0 

$l,065.2r 

BANKS'  BUSINESS  LOANS  (5/19) 

275.1 

275.7 

FREE  RESERVES  (5/26) 

1,077 

686r 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/19) 

159.0 

158  2 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressec 
two-week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (6/1) 

3.33% 

3.21% 

3 

PRIME  (6/2) 

6.00 

6.00 

° 

COMMERCIAL  PAPER  3-MONTH  (6/1) 

3.23 

3.19 

3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/2) 

3.17 

3.15 

3 

EURODOLLAR  3-MONTH  (5/28) 

3  20 

3.13 

3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip 
1  -  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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WHEN  WILL  ACADEME  LEARN 
A  FEW  MANAGEMENT  LESSONS? 

As  a  former  financial  manager  at  an 
Ivy  League  university,  I  was  espe- 
cially interested  in  "Time  to  prune  the 
ivy"  (Economics,  May  24).  The  initial 
catalyst  for  the  escalation  of  college 
costs  was  the  oil  crisis  of  the  early 
1970s.  Heating  is  a  significant  item  for 
colleges  and  universities.  Eventually, 
they  recovered  those  cost  increases  and 
discovered  a  very  beneficial  phenome- 
non—namely, that  people  were  willing 
to  accept  double-digit  [fee]  increases  ad 
infinitum.  In  most  cases,  colleges'  cus- 
tomers are  parents— not  students— since 
parents  end  up  with  most  of  the  liability. 
What  parents  will  not  nail  themselves  to 
the  mortgage  wall,  if  there  is  any  chance 
their  kid  can  get  into  Harvard? 

But  wait.  There  is  another  major 
force  at  work  here  that  I  will  call  the 
corporate/university  complex.  In  Corpo- 
rate America  today,  many  job  descrip- 
tions carry  the  phrase  "bachelor's  de- 
gree required."  Want  to  get  ahead,  kid? 
Unless  those  magic  initials— BA,  BS,  or 
be— are  on  your  resume,  you'll  never 
get  past  the  personnel  department.  So 
why  not  keep  raising  the  ante?  Mommy 
and  Daddy  will  come  up  with  it  one 
way  or  another. 

David  G.  Barlow 
North  Grafton,  Mass. 

ear  the  end  of  the  story,  you  state 
that  universities  are  expanding 
their  ties  to  industry  to  fund  research 
because  "the  return  on  academic  re- 
search is  a  lush  28%  per  year." 

Return  to  whom?  To  industry,  very 
likely— but  to  the  universities,  too?  Not  a 
chance.  The  overhead  charged  on  funded 
research  in  a  university  is  typically  70%. 
In  a  lean,  mean  small  business,  where  I 
now  work,  after  20  years  in  academe, 
the  overhead  is  about  100%,  with  an  ex- 
pected, modest  profit  of  15%  to  20%. 
How  does  a  top-heavy  college  bureaucra- 
cy end  up  with  a  net  gain  based  on  only 
a  70%  overhead?  The  answer  is,  it 
doesn't.  The  extra  money  to  support  the 
research  activities  comes  out  of  educa- 
tion, either  directly  or  indirectly. 

The  truth  is  that  most  of  the  research 


does  not  need  doing  in  the  first  place. 
Most  faculty  would  be  making  a  more 
useful  contribution,  to  their  students 
and  to  the  country,  by  doing  what  they 
are  paid  to  do  first  and  foremost— teach. 

Douglas  L.  Marriott 
South  Lebanon,  Ohio 


w 


hile  an  unrelenting  search  for 
comparative  advantage  and  an  un- 
flagging emphasis  on  cutting  costs  is  al- 
ways welcome,  there  are  extremely  pos- 
itive facets  of  our  education  system  that 
must  be  recognized. 

Higher  education  in  the  U.  S.  is  the 
best  in  the  world.  Productive  research  is 
conducted  here  with  consequent  benefits 
for  all  of  civilization.  Professors  and  stu- 
dents recognize  this,  and  all  the  world's 
best  and  brightest  vote  with  their  feet 
and  flow  to  our  shores,  many  remaining 
permanently  to  advance  their  discipline. 
Higher  education  provides  a  tremendous 
positive  flow  to  our  balance  of  payments. 

While  your  points  are  valid,  we 
should  recognize  the  unique  contribu- 
tion of  the  higher  education  system  in 
the  U.  S.  and  beware  of  throwing  the 
baby  out  with  the  bath  water. 

Finn  M.W.  Caspersen 
Chairman  of  the  Board 
Beneficial  Corp. 
Wilmington,  Del. 

REENGINEERING  HAS  PLENTY 

OF  BUZZWORDS— AND  LITTLE  ELSE 

■  was  interested  in  "Reengineering:  Be- 

■  yond  the  buzzword"  (Books,  May  24), 
your  review  of  Michael  Hammer's  and 
James  Champy's  Reengineering  the  Cor- 
poration: A  Manif  esto  for  Busi?wss  Revo- 
lution. After  finishing  John  A.  Byrne's 
review,  however,  I  wondered  whether 
he  and  I  had  read  the  same  text.  The 
authors  state:  "A  methodology  for  con- 
ducting a  reengineering  effort,  the  or- 
chestration of  the  change  campaign,  etc., 
are  issues  that  go  beyond  the  scope  of  a 
single  book."  Does  this  mean  that  there 
is  no  legitimate,  seminal  text  to  which 
those  who  wish  to  learn  about  the  unem- 
bellished  nature,  structure,  design,  and 
implications  of  business  reengineering 
can  turn?  Not  so. 

A  balanced,  well-reasoned,  well-re- 
searched, well-presented  text  on  the  sub- 
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ARE  YOU  CUSTOMERIZED? 


1.  Do  you  have  as  many  customers  as  you  want? 

□  Yes    □  No 

Can  a  bottom  line  be  too  healthy?  Of  course 
not.  And  neither  can  a  growth-oriented  company 
have  too  many  customers.  They're  the  engine  that 
generates  revenue. 

2.  Are  your  customers  as  loyal  as  you  want? 

□  Yes    □  No 

It's  one  thing  to  gain  customers.  It's  another 
to  keep  them.  The  strength  of  your  business  depends 
largely  upon  your  ability  to  sustain  a  relationship 
with  customers. 

3.  Do  you  generate  as  much  business  from  each 
customer  as  you  want? 

□  Yes    □  No 

A  critical  component  of  business  growth  is 
increased  sales  content.  To  maximize  each  business 
opportunity,  you  need  a  way  to  leverage  your  entire 
organization— to  bring  it  totally  to  bear  at  the  point 
of  customer  contact. 

4.  Do  you  really  know  what  your  customers  want? 

□  Yes    □  No 

Are  you  alert  to  every  product  your  customers 
could  use?  Every  service  that  might  interest  them? 
Every  transaction  they're  prepared  to  make?  Every 
sale  they'd  allow  you  to  clinch?  Are  you  thoroughly 
tapped  into  your  market? 

5.  Does  your  entire  organization  know  what  your 
customers  want? 

□  Yes    □  No 

A  customer  orientation  has  limited  value  unless 
it's  embedded  in  the  very  fiber  of  an  enterprise— at 
all  levels,  and  at  every  place  that  directly  or  indirectly 
impacts  the  customer. 

6.  Is  your  information  strategy  focused  on 
helping  you  hear  what  customers  and  markets  are 
trying  to  tell  you? 

□  Yes    □  No 

The  next  best  thing  to  reading  your  customers' 
minds  is  listening  to  what  they're  saying.  But  unless 
you're  constantly  tuned  in  to  customers'  signals, 
you're  missing  messages  that  could  guide  you  to 
greater  results  for  your  business. 


7.  Can  your  organization  respond  quickly  to  wl 
customers  and  markets  are  telling  you? 

□  Yes    □  No  ' 

When  the  flow  lines  of  your  information  syste 
are  not  within  your  customers'  reach,  you  won't 
always  sense  when  opportunity  knocks.  But  even  i 
you  do,  getting  the  message  is  not  enough.  If  you 
can't  reply  rapidly  to  market  cues  with  informatio 
products  and  services,  revenue  opportunities  are  k 

8.  Does  your  information  strategy  enable  you 
to  proactively  deliver  information  to  your 
customers? 

□  Yes    □  No 

Many  business  plans  underestimate  the  powei 
of  information  to  build  customer  relationships. 
But  imagine  the  advantage  of  an  information  tech 
nology  strategy  that  transforms  information  into 
customer-generating,  revenue-generating  fuel. 

9.  Are  the  full  capabilities  of  your  organization 
accessible  to  your  customers  at  all  your  field 
locations? 

□  Yes    □  No 

An  office.  A  branch.  A  retail  site.  To  a  custor 
that's  your  company.  One  small  part  of  the  whole. 
Which  is  why  you  need  to  leverage  your  entire  org 
zation  by  extending  its  capabilities  to  each  point  ol 
customer  contact. 

10.  Does  your  information  strategy  reflect  the 
bottom-line  importance  of  customer  service? 

□  Yes   □  No 

Business  is  built  on  customers.  Without  them 
there  is  no  bottom  line.  Government  is  also  built 
on  customers,  the  public.  And  whether  you're  in  tl 
business  of  commerce  or  the  business  of  governm* 
no  objective  of  an  information  strategy  is  more 
fundamental  than  enhanced  customer  service. 

The  Bottom  Line.  If  you  answered  No  to  an 
of  these  questions,  you  're  not  yet  customerized. 
But  you  might  well  agree  that  this  simple  test 
suggests  the  enormous  advantages  of  becoming 
customerized.  And  as  the  leader  at  customer izi 
business  and  government,  Unisys  will  work  \m 
you  to  provide  the  answers  you  need. 


There's  a  word 
so  powerful  it  answers  all 
the  questions  on  this  test. 

Customerize. 


This  test  poses  tough  questions 
customer  service.  So  does  the  real- 
business  environment.  That's  why 
3  is  introducing  an  answer  which 
ansform  your  customer  service  into 
ipetitive  advantage:  customerize. 
When  you  customerize,  you  put  the 
mer  at  the  heart  of  your  world, 
•  than  the  periphery.  By  embedding 
Tier  service  objectives  within  your 
nation  strategy,  Unisys  will  help  you 
i  the  full  capabilities  of  your  enter- 
to  the  points  of  customer  contact- 
aints  where  business  is  won  or  lost, 
fielp  enhance  your  ability  to  receive 
nation  from  your  customers  and 
lunicate  information  to  them,  creat- 
II  information  flow  which  leads  to 

nisys  Corporation 


bottom-line  results.  As  customer  service 
rises  to  a  higher  level,  so  will  your  ability  to 
make  new  customers,  build  your  relation- 
ships with  them,  and  generate  revenue. 

How  to  begin?  The  perfect  starting 
place  is  our  customerize sm  assessment. 
Experienced  Unisys  business  consultants 
will  team  with  you  to  evaluate  the  infor- 
mation flow  between  you  and  your 
customers,  identify  any  barriers  to 
communication,  and  design  technology 
solutions  tied  to  achievable  business  goals. 
We'll  bring  a  standards-based,  vendor- 
independent  commitment  to  the  assign- 

UMSYS 

We  make  it  happen. 


ment.  And  we'll  apply  our  industry-leading 
expertise  at  ensuring  that  an  information 
strategy  pays  off,  not  merely  shows  off. 


CUS-tom-eMZe\  kus'-ta-ma-rize'X  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g;,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3:  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext.  17.  Ask 
for  our  customerize  assessment  and  a 
complimentary  customerize  Information 
Kit.  And  ask  how  we  can  help  your  organi- 
zation earn  high  marks  in  an  increasingly 
customer-driven  era. 

customerize  is  a  service  mark  of  Unisys  Corporation 


A  Stock  Fund 
That  Has  Consistently 
Beaten  The  Index 


If  you're  looking  for  an  equity  fund  that  does  more  than  simply 
mirror  the  stock  market  like  an  index  fund,  consider  Fidelity  Dis- 
ciplined Equity  Fund.  Backed  by  Fidelity's  money  management 
expertise,  this  fund  aims  for  growth  that  outperforms  the  S&P  500 
year  after  year. 

A  Unique  Approach  Thafs 
Delivered  Results 

Fidelity  Disciplined  Equity  Fund  invests  in 
similar  industries  as  the  S&P  500  hut  may  not  necessarily 
choose  the  same  stocks.  We  use  a  proprietary  soft- 
thai 


Cumulative  Total  Returns  12/28/88-3/31/93' 


120% 

Disciplined  Equity  Fund 
100% -]  has  consistently 
outperformed  the 
S&P  500 


Disciplined 
Equity  Fund 


Jun  Dec 
1988  1989 


ware  program 
screens  through  thou- 
sands of  potential 
investments  and  invest- 
ment variables.  This 
helps  us  to  select  those 
stocks  we  believe  to 
have  the  greatest 
growth  potential  within 
each  industry.  Average 
Annual  Total  Returns:  14.51%  for  1  year;  20.32% 
for  Life  of  Fund.' 

All  it  tikes  is  $2,500  to  start  pursuing  the  growth 
potential  you  want  with  no  load.  Or  ask  for  a  free  IRA 
fact  kit,  including  a  transfer  form,  and  start  your  IRA 
with  just  $500. 

Visit  A  Local  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


2r 

For  more  complete  information,  including  fees  and  expenses,  ask  for  a  free  prospectus.  Re-ad  it 
carefully  before  you  invest  or  send  money  .  'The  fund  commenced  operations  1 2/28/8K.  Average 
annual  tout)  returns  are  as  of  3/3 1/93.  The  fund's  cumulative  total  return  as  of  3/3 1/93  lor  life  i  >f 
fund  was  1 10.89%.  'Hie  S&P  500  s  cumulative  total  return  for  the  same  period  was  87.69%-  Total 
returns  are  historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital 
gains  Returns  lor  the  S&P  500,  an  unmanaged  index  of  common  stock  prices,  include  reinvestment 
of  dividends.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  vary  and 
you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Fidelity  Distributors  Corporation. 


CORRECTIONS  &  CLARIFICATION! 

"Quietly  closing  in  on  Alzheimer's"  (S 
ence  &  Technology,  May  3)  credit 
the  wrong  scientists  with  discoveri 
the  genetic  defect  that,  it  was  lal 
found,  causes  the  body  to  produce  I 
much  amyloid  protein,  a  factor 
Alzheimer's.  The  team  that  discovei 
the  defect  was  headed  by  Mike  Mul 
of  the  University  of  South  Florida. 


ject  preceded  Hammer's  and  Cham] 
work.  It  is  Process  Innovation:  Ree 
neering  Work  Through  Information  1 
nology,  by  Thomas  H.  Davenport,  r 
lished  by  Harvard  Business  ScI 
Press.  True,  Davenport's  book  r 
cause  readers  to  stop  and  think, 
that  is  because  it  is  profound,  stirmi 
ing,  professionally  rather  than  term 
logically  iconoclastic,  and  nonsuperfii 

John  Cat 
Pittsbu 

WHAT  TO  DO  ABOUT  CUBA 
—WITH  OR  WITHOUT  CASTRO 

■  n  "Getting  ready  for  Cuba  after  I 
■tro"  (Economic  Viewpoint,  May 
Rudi  Dornbusch's  thesis  is  that  F 
Castro  Ruz  is  through.  He  reasons  t 
the  Havana  regime  cannot  last,  now  1 
Russian  subsidies  are  gone. 

Cuba  is  substantially  an  agrarian  s 
ety.  Agrarian  societies  can  last  a  1 
time  without  the  trappings  of  moderr 
dustrialization.  If  the  estimated  407c 
50%  drop  in  gross  national  product  ( 
ing  1991-92  didn't  sink  the  governmi 
then  the  gradually  improving  growt 
not  likely  to  provide  a  renewed  p 
for  ousting  Castro.  The  U.  S.  ne< 
therefore,  to  extend  the  same  diplor 
ic  relationships  we  extend  to  most  c( 
tries  with  which  we  differ  ideologic; 

C.  L.  Gilc 
Westford,  M 

CALIFORNIA  IS  STILL 

PLENTY  HOT  

■  n  "Hot  growth  companies"  ( Cover 

■  ry,  May  24),  it  was  interesting  to  l 
that,  of  the  100  best  small  growth  c 
panies  in  the  U.  S.  listed  in  BUSIN 
WEEK,  23— almost  a  quarter— are  hi 
quartered  in  California.  Not  bad  f( 
state  that  many  people  would  lik( 
believe  is  in  a  state  of  decline. 

William  E.  Web, 
Bakersfield,  C 


Letters  to  the  Editor  should  be  sent  to  Readers  Ri 
Business  Week,  1221  Avenue  of  the  Americas, 
York,  N  Y.  10020.  Fax  (212)  512-4721.  All 
must  include  an  address  and  daytime  and  eveninc 
phone  numbers.  We  reserve  the  right  to  edit  lette 
clarity  and  space 
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Why  Everyone's  Giving 
Isia  The  Business 


n  Agenda  for  Business  Leadership  in  Asia 

IE  BUSINESS  WEEK  ASIA  SYMPOSIUM 
F  CHIEF  EXECUTIVES 

ptember  20  through  22,  1993 

b  Portman  Shangri-La 

anghai,  People's  Republic  of  China 


a,  with  a  startling  one-half  of  the  world's  population,  is  in  the  middle 
an  economic  revolution.  It  is  a  once-in-a-lifetime  opportunity  for 
npanies  worldwide.  And  Business  Week  is  now  seeking  companies  to 
n  us  in  the  creation  of  a  seminal  event:  The  1993  Business  Week  Asia 
nposium  of  Chief  Executives. 

siness  Week  has  long  been  responsible  for  the  most  successful  private 
iiness  conferences  in  Asia.  Which  is  why  it  has  been  chosen  to  lead  this 
cussion  among  key  players  from  the  most  dynamic  region  in  the  world. 

rticipation  in  this  conference  is  limited  to  CEOs  of  Asia's  largest  firms 
is  a  limited  select  group  of  corporate  leaders  from  other  parts  of  the 
rid.  Respected  leaders  of  industry  and  state  will  lead  the  discussion. 

'ou  are  in  or  considering  Asia  as  a  market  or  partner,  co-sponsorship 
this  conference  with  Business  Week  will  yield  significant  results. 


•  information  about  corporate  sponsorship  opportunities,  please  contact: 

5.:  William  DeGraff  1 .21 2.51 2.601 2 

rope:  Alice  Thorpe  Pollner  +44.71 .589.6007 

kyo:  Alan  Lammin  +8 1 .3.358 1 .98 1  1 

ng  Kong:  Steve  Moss  +852.868.20 1 0 

Lgapore:  Dick  Soule  +65.734.9790 


The  Honorable  Huang  Ju, 
Mayor  of  Shanghai 

Presented  in  association  with 
Shanghai  People's  Municipal 
Government 

AT&T  Corporation 
American  International  Group,  Inc. 
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Delta  Air  Lines,  Inc. 

$1500,000.000 

Agent/Revolving  Credit  Facilities 

PHH  Corporation 

In  Excess  Qf $1000,000,000 

Si  tit-  Provider  Mortgage  Purchase  l-'acilitv 

Revlon  Consumer  Products,  Inc. 

isui  it  mo.iioo 

Ij'ar]  Manager/Revolving  Credit  Facility 

Alamo  Rent  A  Car,  Inc. 

wo.ooo.ooo 

Sole  Provider/Asset  Securitization 

Burlington  Industries 

■HiT5.OUO.000 

Managing  AgenVTerm  U  tan  And  Revolving 
Credit  Retnvables  Purchases 

Acadia  Partners,  L  P 

$300,000,000 
Sole  f*ruvider/  In  ten  -st 
Rale  Swaps 


Heilig-Meyers  Company 

$7,200,000 

Placement  And  Remarketing  Agent/ 
Variable  Rate  Demand  Note 

Koch  Gas  Production  Company 

Arranger/Natural  G;ls  Pnee  Swaps 

Big  B,  Inc. 

$50,000,000 

Arranger,  Placement  Agent/Commercial 
Pai>er  Program 

Living  Centers  of  America,  Inc. 

$110.000000 

Agent/  Revohra  ig  Crei  lit  And  Tt  irm 
Loan  Facility 

Associates  Corporation  Of 
North  America 

$250,000,000 

Agent/ Revt living ( 'n 'till  Pat  ilily 


Thomaston  Mills,  Inc. 

$15,000,000 

Placement  Agent/ Private  Placement 

Trinity  Industries,  Inc. 

$32,000,000 

St  tie  Provider/Interest  Rate  Swap 
W.  R.  Grace  &  Company 

Provider/Treasury  Management  Services 

GDE  Systems  Inc. 

$5.1.000.000 

Co  Agent.  Senior  Bank  Financing 
Thor-lo,  Inc. 

$5,000,000 

Placemenl  And  Remarketing  Agent/ 
Variable  Rat*'  Demand  Note 

RJR  Nabisco,  Inc. 

f2tni.ixxi.otK) 

Sole  Provide]  Interest  Ran- Swaps 


Health  Management 
Associates,  Inc. 

$150,000,000  I 
Agent/Revolving  Credit  Facility 

Ingram  Industries  Inc. 

Provider/Treasury  Management  Serv 

Sterling,  Inc. 

fflO.OOO.OOO 

Advist  tr/ Asset  Securitization  Advisory 

Standard  Commercial 
Tobacco  Corporation 

$200,000,000 

Agent  Revoking  Credit  Facility 

Irvin  Feld  &  Kenneth  Feld 
Productions,  Inc. 

$50,000,000 

Sole  Provider/Revolving  Credit  And  1 
Loan  Facility 


Glenayre 
Technologies,  Inc. 
(Formerly  NW  Group) 

Acquired  Glenayre 

a;  In,,,,,.. 

Manufacturing, 
A  Unit  Qf  Glenayre 
Electronics  Ltd 
Transaction  Initiator, 
Advisor  In  Negotiations 

T.  L.  James  and 
Company,  Inc. 

Sold  Assets  Ol  Its  Oil 
SGasDirisumTo 
St  Mary  Land  & 
Eqilornhitn  I  'ompouii 
Transact)!  in  Initiator,  Advisor 
In  Negnaatioas 


Tenneco  Inc. 

$75,000,000 

Sole  Provider'lnterest  Rate  Swap 

Borg  Warner  Security  Corporation 

$225,000,000 

Co-Arranger,  Co-Underwriter  Reducing 
Revolving  Bank  Credit 

Intergraph  Corporation 

$50,000,000 

Sole  Provider  Revolving  Credit  Facility 

Vehicle  Services  of  America 

$150,000,000 

Arranger,  Placement  Agent/Commercial 
Paper  Program 

Circuit  City  Stores,  Inc. 

$360,000,000 

Structured  And  Arranged/Remarketed 
Certificates  Of  Participation  Asset 
Set  uritization 

Fina  Oil  and  Chemical  Company 

$275,000,000 

Agent/Revolving  Credit  Facility 

LDDS  Communications,  Inc. 

$123,000,000 

Placement  Agent/Private  Placement 
Tyco  Toys,  Inc. 

$275/J00,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 

Western  Gas  Resources,  Inc. 

$100,000,000 

Sole  Provider  'Interest  Rat/'  Swap 

Fisher-Price,  Inc. 

$25,000,000 

Sole  Provider/ Reverse  Swap 

Petroleos  de  Venezuela,  S.A. 

$79.(XX),000 

Sole  Provider/Structured  Trade 
Credit  Facility 


Why  NationsBank  Is 
Corporate  America's  Fastest-Growing 
Principal  Bank. 


Marmon  Corporation 

012,000,000 

Structured  And  Arranged/Placement  Of  U.K. 
Preferred  Stock 

Foxmeyer  Corporation 

s ;  10,000,000 

( to-Agenl  /Revolving  Credit  And  Term 
Loan  Facility 

Data  General  Corporation 

Provider/Treasury  Management  Services 

The  Associated  Group 

$50,000,000 

Agent/Revolving  Credit  Facility 

Florida  Power  &  Light  Company 

Provider/Treasury  Management  Services 

Alamo  Rent  A  Car,  Inc. 

$150,000,000 

Agent/  Revolving  Credit  Facility 

Living  Centers  of  America,  Inc. 

f20.0OO.ooo 

St  tit-  Provider/Interest  Rate  Swap 

Florida  Marlins 

I  *n  tvit  ler/Treasi  i  ry  Manag  -t  m  ml  Scrvin 's 

Jones  Intercable,  Inc. 

$  100,000.000 

Agent/Revolving  Credit  Facility 

Nerco,  Inc. 

Sole  Provider /Crude  ( >il  Price  Swap 

ARA  Services 

Provider/Treasury  Management  Services 

Western  Gas  Resources,  Inc. 

f245.tXXI.0O0 

Agent/Revolving  Credit  And  Term 
Loan  Facility 

E.  D.  Bullard  Company,  Inc. 

$5,000,000 

Placemenl  And  Remarketing  Agent/ 
Variable  Rate  Demand  Note 


BigB,  Inc. 

$4,400,000 

Placemenl  And  Remarketing  Agent/ 
Variable  Rale  Demand  Note 

Hotel  Corporation  of  The  Bahamas 

(15,000,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 

First  USA  Inc. 

$100,000,000 

Sole  Provider 'Capital  Markets  Transactions 

TPI  Restaurants  Inc. 

$55,000,000 

Agent/ Revolving  Credit  And  Term 
Loan  Facility 

Marcus  Cable  of 

Delaware  and  Maryland,  L.P 

$28,000,000 

Agent/Revolving  Credit  Facility 

Selee  Holding  Company 

Formed  To  Acquire  Assets  Of  Selee 
Corporation,  Subsidiary  Oj  Alusuisse- 
Loiua  Of  America,  htc 
Assisted  In  Negotiations,  Advisor, 
Raised  Capital 

RJR  Nabisco,  Inc. 

$108,0tX),(XX) 

Agent  Letter  Of  Credit  Facility 

ConAgra,  Inc. 

Provider/Treasury  Management  Services 

Tech  Data  Corporation 

$95,000,000 

Agent/ Revolving  Credit  Facility 

The  Oklahoma 
Publishing  Company 

Agent/Revolving  Credit  .And  Term 
Loan  Facility 

Heilig-Meyers  Company 

$50,000,000 

Sole  Provider,'  Asset  Securitization 


Lamar  Advertis 
Company 

$23,000,000 
Sole  Provider/In 
Rate  Swap  &  Foi 
Rate  Agreement 

Union  Texas 
Petroleum 

$650,000,000 
.Agent,  .Arranger/ 
Revt  living  Credit 
Facility 

Budco,  Inc. 

Agent '  Revolving 
Credit  AndTerrr 
Loan  Facility 


Clear  Channel  Communication 

$150.000.(XX) 

Agent/Revolving  Credit  And  Term 
Loan  facility 

One  Price  Clothing  Stores,  Inc. 

Jt27.000.6l00 

Agent/Working  Capital  Facility  .And  L 
Of  Credit 

Steuart  Petroleum  Company 

$65,000,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 

Atmos  Energy  Corporation 

f50.txxi.ooo 

Agent/Revolving  Credit  Facility 
Oakwood  Homes  Corporation 

$30,000,000 

Sole  Provider, Treasury  Forward  Rate 
Agreement 

DeBordieu  Property  Owners 
Buyout  Group 

Limited  Pa  rtnersh  i p  Formed  For 
Acquisition  Of  DeBordieu,  Georgelt 
South  Cai-ulina,  From  Tlte  RTC 
Transaction  Initiator.  Advisor  In 
Negotiations 

RJR  Nabisco,  Inc. 

$200,000,000 

Sole  Provider/lnteresl  Rate  Cap 

Western  Gas  Resources,  Inc. 

Financial  Advisor/Capital  Structure 
Alternatives  Advice 

Budget  Rent-A-Car  of  Atlanta 

$20,000,000 

Arranger  Placement  Agent/Commerc 
Patter  Program 

Williamson-Dickie 
Manufacturing  Company 

$75,000,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 


A  prominent  national  research  firm  states  that  NationsBank  made  the  greatest  gains  in  the  numbe 
principal  corporate  relationships  in  1992.  Listed  are  a  few  of  the  reasons  for  this  achievement  in  partners 
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ions  Enterprises,  Inc. 

0,000.000 

It/Revolving  Credit  Facility 

oys 

rider/Treasury  Management  Services 
3  Corporation 

000,000 

it/Revolving  Gredil  Facility 
x  Corporation 

5,000.000 

tgent/ Revolving  Credit  Facility 

lild  Industries,  Inc. 

\000.000 

igent/Revolving  Credit  And  Term 
i  Facility 

Communications,  Inc. 

',000,000 

it/Revolving  Credit  Facility 

lex  Corporation 

500,000 

it/Revolving  Credit  And  Term 
1  Facility 

ico  Inc. 

000,000 

Provider/ Acquisition  Term  Loan 
>ng  Corporation 

ider/Treasury  Management  Services 

it  Enterprises,  Inc. 

000,000 

it/Revolving  Credit  And  Term 
I  Facility 

)PLC 

1,000.000 

I  Manager/Revolving  Credit 
lity 

tex  Corporation 

00.000 

ement  And  Remarketing  Agent; 
able  Rate  Demand  Mote 

r  International 

000,000 

Provider/Interest  Rate  Swap 

s  Corporation 

\ooo,ooo 

Provider/Interest  Elate  Swap 

is  Cable  of  San  Angelo,  L.P. 

500.000 

it/Revolving  Credit  Facility 
al  Freight  Lines  Inc. 

000.000 

it,  Advisor/Revolving  Credit  And  Term 
i  Facility 

;r  Aerospace,  Inc. 

',000.000 

igent  Revolving  Credit  And  Term 
i  Facilitj 

inta  Motor  Inns,  Inc. 

Provider/Interest  Rale  Swap 

n  Consumer  Products,  Inc. 

000.000 

Provider/Interest  Rate  Swap 

[en's  Wearhouse,  Inc. 

OtJtl.UOO 

at/ Revolving  Credit  And  Term 
l  Facility 

)rd  Corporation 

0,000,000 

Vgenf 'Revolving  Credit  And  Term 
1  Facility 

,s  Corporation 

0.01)0.000 

nt/Senior  Revolving  Credit  Facility 

GEIGY  Corporation 

/ider/Treasury  Management  Services 


Nypro,  Inc. 

Placement  And  Remarketing  Agent/ 
Variable  Rate  Demand  Note 

Worthen  Banking  Corporation 

$15,000,000 
Agent/Term  Loan 

Chatham  Manufacturing  Company 

Sola1  Ta  Chatliani  Manufacturing 
Acquisition  Carp  .  Neir  Corporation 
Transaction  Initiator,  Advisor  In 
Negotiations 

TW  Services,  Inc. 

$200,000,000 

C-o-Agont/ Revolving  ( Jredil  And  Term 
Loan  Facility 

Georgia  Power  Company 

Provider/Treasury  Management  Services 

Moorco  International  Inc. 

$50,000,000 

Agent,  Arranger/Revolving  Credit  And 
Term  Loan  Facility 

Paging  Network,  Inc. 

$200,000,000 

Co-Agent/Revolving  Credit  Facility 

Comp  USA,  Inc. 

$50,000,000 

Agent/Revolving  Credit  Facility 
Union  Underwear  Company,  Inc. 

$7,600,000 

Placement  And  Remarketing  Agent/' 
Variable  Rate  Demand  Note 

VISHAY  International 

$170,000,000 

Co-Agent/Revolving  Credit  And  Term 
Loan  Facility 

Hubbell,  Incorporated 

$60,000,000 
Agent/Term  Loan 

Santa  Fe  Energy  Resources,  Inc. 

$195,000,000 

Co- Agent'  Revolving  Credit  And  Term 
Loan  Facility 

Waste  Management,  Inc. 

Provider/Treasury  Management  Services 

The  Cato  Corporation 

$30,000,000 

Agent/  Revolving  Credit  Facility 

QVC  Network,  Inc. 

Advisor/ Financial  Advisory 

HEALTHSOUTH 
Rehabilitation  Corporation 

$390,000,000 

Agent  Revolving  Credit  Facility 

Heritage  Hall  Holding 
Limited  Partnership 

$13,700,000 

Placement  And  Remarketing  Agent 
Variable  Rate  Demand  Note 

Coca-Cola  Bottling  Company  of 
Northeast  Arkansas,  Inc. 

$30,000,000 

Agent/Revolving  Credit  Facility 

Circuit  City  Stores,  Inc. 

$55,000,000 

Sole  Provider/Receivables  Purchasing 
Facility  Through  EFC 

American  Frelghtways  Corporation 

$.50,000,000 

Agent/Rev olving  Cn idit  Facility 

Manetta  Mills,  Inc. 

Acquired  By  MM  Acquisition  Corp  - 
A  Corporation  Farmeil  Far  Tile 

Acquisition  Bit  Vitale Holdings,  Inc 

Transaction  Initiator,  Advisor  In 
Negotiate  ms 


Elcor  Corporation 

$36,750,000 

Agent,' Revolving  Credit  Facility 

J.T.A.  Factoring,  Inc. 

Acquirer!  Bij  JTA  Facials.  Inc 
.  I  Suhsidiarii  (>1  Accunl  Financial 
Corporation  (Toronto,  I  'omnia  I 
Initiated,  Assisted  In  Negotiations.  Advisor 

Dr  Pepper/Seven-Up  Companies,  Inc. 

$875,000,000 

Managing  Agent.  Revolving  Credit  And 
Term  Loan  Facility 

Peerless  Cascade  Plastics,  Inc. 

$8,600,000 

Placement  And  Remarketing  Agent 
Variable  Rate  Demand  Noie 

Fisher-Price,  Inc. 

$175,000,000 

Agent/ Revolving  Credit  Facility 

AGES  Group 

$132,500,000 

Agent/Revolving  Credit  Facility- 
Living  Centers  of  America,  Inc. 

Provider/Treasury  Management  Services 

Ingram  Industries  Inc. 

$200,000,000 

Administrative  Agent/  Revolving  Credit 
Facility 

Piedmont  Holding,  Inc. 

$10,500,000 

Placement  Agent/Private  Placement 

Coca-Cola 

Bottling  Company,  Consolidated 

$33,000,000 

Sole  Provider/Interest  Rate  Swap 

Sprint  Corporation 

Provider/Treasury  Management  Services 

Hershey  Foods  Corporation 

Provider/Treasury  Management  Services 

Crystal  Palace  Hotel  Corporation 

$25,000,000 

Agei it/Revolving  Credit  And  Term 
Loan  Facility 

La  Quinta  Motor  Inns,  Inc. 

Agent.  Revolving  Credit  Facility 

Trinity  Industries  Leasing  Company 

$60,000,000 

Sole  Provider/Equipment  Tnisi  Notes 

Shaw  Industries,  Inc. 

Provider/Treasury  Management  Services 

Viacom  International,  Inc. 

$50,000,000 

Sole  Provider  Inlerest  Rati  ■  Svvai  > 

McKinnon  Broadcasting  Company 

$20,000,000 

Agent/  Revolving  Credit  Fac  ility 

James  River  Coal  Company 

Provider Treasury  Management  Services 

Piedmont 

Natural  Gas  Company,  Inc. 

$21000.000 

Sole  Provider/ Asset  Securitization 
Bay  Area  Renal  Stone  Center 

Sold  Interest  To  T  Medical,  Inc 
Transaction  Initiator.  Advisor  In 
Negotiations 

Coca-Cola 

Bottling  Company,  Consolidated 

$170,000,000 

Agent/Revolving  Credit  Facility 


Dole  Food  Company,  Inc. 

$1100.000.000 

(V>  Agent/Revolving  Credit  Facility 

Plains  Petroleum  Company 

$60,000,000 

Agent/Revolving  Credit  And  Term 
Loan  Facility 

Exide  Electronics  Corporation 

$75,000,000 

Co-Agent,  Revolving  Credit  And  Term 
Loan  Facility 

Keystone,  Inc. 

S  ',0.000.000 

Sole  Provider/lnteresl  Rate  Swap 
Morris  Family  Corporation 

$52,000,000 

Arranger/Structured  Sale  And  Leaseback 
Financing 

Chevron  Corporation 

Provide!  Treasury  Management  Services 

Reliance  Electric  Company 

$600,000,000 

Co-Agent/Revolving  Credit  And  Term 
Loan  Facility 

Alamo  Rent  A  Car,  Inc. 

$37.5.000.000 

.Agent  Revolving  Credit  Facility 

ARCO 

■ils7.500.000 

Advisor*  Placement  Agent' ESOP  Nole 
Placement 

Schneider  National  Leasing 

$200,000,000 

Agent/Revolving  Credit  Facility- 
Devon  Energy  Corporation 

$116,000,000 

Agent/Revolving  Credit  Facility 

Century  Telephone 

v  a.ooo.OtX) 

Agent/Revolving  Credit  Facility 
FBA  Properties,  Inc. 

<.2o,0oo.O0tl 

Arranger  Placement  Agent/Credit 
Enhanced  Commercial  Paper  Program 

CTX  Mortgage  Corporation 

S300.0O0.tHIO 

Administrative  Agent/Revolving  Mortgage 
Warehouse  Facility 


Imac  Corporation 


Placement  And  Remarketing  Agent/ 
Variable  Rate  I  lemand  Note 

La  Quinta  Motor  Inns,  Inc. 

Placement  And  Remarketing  Agent/ 
Variable  Rate  Demand  Note 

W.  R,  Bonsai  Company 

.  \cqimcil  42%  Of  Its  i  •ommon  Stock  From 

Private  Shareholders 

Financial  Advisor,  Assisted  In  Negotiations 

ALLTEL  Corporation 

$300,000,000 

Agent  Revolving  Credit  Facility 

BLOCKBUSTER 
Entertainment  Corporation 

Provider/Treasury  Management  Services 

Zions  Bancorp 

$55,000,000 

Sole  Provider  .-Vssei  Securitization 

Capital  Centre  Group 

$14,000,000 

Placemenl  And  Remarketing  Agent/ 
Variable  Rale  Demand  Nole 

American  Maize-Products  Company 

%25.o00.00o 

.Agent  / Sen ior  Ten 1 1  U >an 
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EXPLODING  THE  GENE  MYTH 

By  Ruth  Hubbard  and  Elijah  Wald 
Beacon  •  206pp  •  $24 

THE  WORD  IS  GENE 
NOT  GENIE 

ment,  and  industry  inflate  their  : 
ings'  import  to  attract  funding  01 
vestment,  or  to  serve  other  agen 
such  as  providing  law  enforcement 
new  tools— albeit  ones  of  dubious  v< 

The  book  shows  that  the  langi 
we've  come  to  use  to  describe  g 
gives  them  too  much  significance:  S 
tists  speak  of  single  genes  "for"  be 
iors,  diseases,  and  tendencies,  whe 
fact,  thousands  of  genes  operatin 
concert  and  affected  by  outside  ag 
produce  our  looks,  our  behavior, 
health.  Geneticization,  says  Hubb 
can  bring  fatalism  and  surrender:  ' 
belief  that  our  capacities  are  enc< 
in  our  genes  can  prevent  us  from  ta 
available  steps  to  change  ourselve 
the  conditions  of  our  lives."  Presui 
to  read  DNA  like  tea  leaves  could  stij 
tize  a  new  class  of  "healthy  ill"  whc 
not  sick  but  who  test  positive  for  g< 
ic  flaws  or  susceptibilities.  They  cou] 
denied  jobs,  insurance,  and  other  ri{ 

The  unsavory  whiff  of  eugenics 
the  air,  says  Hubbard.  For  centu 
she  notes,  scientists  have  been  \ 
sured  to  find  genetic  culprits  for 
wanted  traits.  From  the  antebe 
South,  for  example,  came  the  bogu 
vention  of  "drapetomania,"  a  suppos 

HS  ■  erj  lev,          .  il  seems,  a  major 
^■newspaper's  front  page  trumpets 
HH  the  discovery  of  a  new  gene  "for" 
some  ill  that  plagues  us.  Alcoholism. 
Schizophrenia.  Cystic  fibrosis.  Heart  dis- 
ease. Most  recently:  colon  cancer. 

After  a  few  paragraphs  breathlessly 
predicting  that  a  scourge  will  soon  van- 
ish, the  caveats  come:  More  research  is 
needed;  for  now,  all  we'll  have  is  a  nifty 
test  to  confirm  that  you  have  or  may  de- 
velop an  incurable  disease.  Deeper  still 
is  some  scientist's  admission  that  the 
disease  is  probably  more  complicated 
than  one  gene  out  of  whack.  Still,  we 
discuss  such  stories  optimistically.  Some- 
one usually  suggests  that  soon  we'll  be 
able  to  just  go  get  our  genes  fixed. 

According  to  Ruth  Hubbard,  Harvard 
University  professor  emerita  of  biology, 
such  stories,  and  many  people's  unques- 

tioning  acceptance  of  them,  are  a  symp- 
tom of  "geneticization."  Suggesting  that 
every  illness  or  behavioral  snag  can  be 
reduced  to  an  errant  piece  of  DNA  in  an 
organism  as  complex  as  the  human  body 
is  scientific  absurdity,  she  argues. 

Worse,  this  genetic  focus  tends  to  ab- 
solve society  of  its  responsibility  to  af- 
fect health  and  behavior  through  public 
policy  and  environmental  protection. 
Hubbard's  Exploding  the  Gene  Myth,  co- 
authored  with  writer  Elijah  Wald,  pro- 
vides a  much-needed  counterweight  to 
the  unearned  confidence  many  reports 
about  genetic  research  today  convey. 

The  book's  strength  is  its  cogent  ex- 
planation of  enough  biology  and  genetic 
theory  to  help  lay  people  interpret  news 
about  genetic  findings  more  realistically. 
Hubbard  doesn't  suggest  that  the  re- 
search is  bad.  Rather,  academe,  govern- 
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3ditary  trait  that  gave 
e  slaves  an  irresistible 
3  to  flee  their  masters. 
Iul)l)ard  sees  twisted 

c,  too,  in  more  recent 
?arch,  such  as  a  1991 
ly  of  identical  twins 
ering  from  depression, 
join  Eaves,  a  behav- 
1  geneticist,  found  that 
it  of  the  chronically 
ressed  women  in  the 
ly  had  endured  more 
imatic  events— rape, 
mlt,  being  fired— than 
;r  women.  He  conclud- 
that  their  depressive 
ook,  probably  geneti- 
y  determined,  made 
iom  troubles  likelier, 
orts  Hubbard:  "If  Dr.  Eaves  had 
id  that  football  players  frequently 
fractures,  would  he  have  suggested 
:  brittle  bones  make  people  play  foot- 
?"  Being  raped  or  otherwise  trauma- 

d,  she  notes,  could  depress  anyone, 
[ubbard  attacks  the  Human  Genome 
ject,  the  multibillion-dollar  effort  to 
>  the  DNA  of  a  prototype  human  be- 
as  technically  and  conceptually 

fed.  The  reason,  she  claims,  is  that 
ecular  biologists  today  wield  undue 
lence  in  research,  in  comparison  with 


cogent  view  of 
why  society  should  be 
more  skeptical  about 
the  "miracles"  of 
genetic  research 


structural  and  systemic  biologists,  who 
study  entire  organisms  and  their  envi- 
ronments. Much  as  history  books  used 
to  play  up  the  "great  man"  theory  and 
ignore  social  fabric,  she  argues,  so,  too, 
has  biology  been  skewed  by  molecular 
biology  and  the  "great  molecule,"  DNA. 

Hubbard's  book  becomes  frustrating 
in  its  vague,  naive  discussion  of  indus- 
try's actions  and  motives  in  the  gene 
business.  Why,  she  asks,  doesn't  any  re- 
search paid  for  by  the  public  get  trans- 
lated into  great  treatments  sold  at  cost. 


instead  of  compromising 
scientists  and  making  bio- 
tech  and  drug  companies 
rich?  The  answer,  of 
course,  is  that  govern- 
ment is  ill-equipped  to  go 
into  business.  And  often, 
the  transfer  of  technolo- 
gy from  government  to 
business  is  efficient  and 
works  to  the  public  good. 

In  fact,  most  of  the 
book's  forays  beyond  bi- 
ology and  the  flawed  ap- 
plications of  genetic  infor- 
mation are  murky  and 
preachy.  Hubbard's  cant 
that  society  should  accept 
those  with  disabilities  or 
illnesses,  rather  than 
treating  all  differences  as  something  to 
be  "cured"  with  drastic  measures,  is  not 
merely  an  unattainable  ideal.  It  disre- 
gards the  pain  and  anguish  of  many  ill 
and  disabled  people. 

Still,  Hubbard's  articulate  call  for  the 
proverbial  grain  of  salt  in  interpreting 
genetic  information  is  a  service.  Genetic 
research  is  valuable  and  exciting— but 
there's  more  to  life  than  DNA. 

BY  JOAN  O'C  HAMILTON 
San  Francisco  correspondent  Hamilton 
covers  biotech nology. 


68HC05 


The  Director. 

The  Home  Theatres  impressive  performance  comes  from  a  Motorola  68HC05  microcontroller.  It  not 
only  controls  the  basic  functions;  it  also  incorporates  the  first  on-chip  Closed  Captioning  decoder  in  the 
industry.  From  televisions  to  computers,  the  worlds  most  innovated  products  are  powered  by  Motorola. 

MOTOROLA 

Microcontrollers 
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many  of  the  world's  largest 
iost  respected  organizations, 
W$  can  do  it  for  you. 
Call  1-800-828-2404. 


Economic  Viewpoint 


CLINTON'S  STUDENT-LOAN  PLAN 
DESERVES  AN  'F' 


BY  GARY  S.  BECKER 


Instead  of  removing 
banks  as  middlemen, 
make  them  share 
more  of  the  pain  of 
defaults.  And  young 
people  should  not  be 
told  that  helping  the 
homeless  is  more 
beneficial  than 
contributing  to 
U.S.  productivity 


GARY  S.  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


President  Clinton  has  proposed  changes 
in  the  way  the  federal  government  sub- 
sidizes the  education  of  college  students. 
He  wants  to  eliminate  banks  from  the  lending 
process,  compensate  students  who  perform 
what  is  deemed  community  service,  and  give 
students  another  option  on  how  to  pay  back 
their  debt.  These  ideas  are  misguided  in  eve- 
ry major  respect. 

To  cut  out  middlemen  expenses,  the  Presi- 
dent would  bypass  banks  by  having  the  feder- 
al government  make  loans  directly  to  stu- 
dents. The  House  Education  &  Labor 
Committee  has  already  approved  this  part  of 
the  package.  But  if  governments  are  better  at 
lending  than  the  banking  sector,  they  should 
take  over  lending  to  companies  for  invest- 
ments and  to  families  for  housing  and  cars. 
Despite  many  well-publicized  failures  of  private 
banks,  government  agencies  do  a  much  worse 
job  of  lending  money,  which  is  why  the  world- 
wide movement  toward  privatization  high- 
lights banking  and  other  financial  activities.  I 
do  not  know  of  one  federal  lending  program- 
including  those  to  small  businesses  and  farm- 
ers—that gets  high  marks  for  its  efficiency. 

Banks  can  provide  a  valuable  service  in 
screening  student  borrowers  and  monitoring 
repayments.  But  under  the  present  system  of 
student  loans,  banks  have  no  incentive  to  per- 
form these  functions,  since  the  federal  gov- 
ernment covers  all  bank  losses  on  student 
loans.  This  explains  why  the  default  rate  is  a 
disturbingly  high  10%  and  why  many  more 
borrowers  are  in  arrears.  The  savings  and 
loan  scandal  has  shown  what  happens  when 
banks  are  relieved  by  government  guarantees 
of  their  responsibility  for  unwise  lending  deci- 
sions. Thus  encouraged  to  make  extremely 
risky  loans,  they  reap  all  the  gains  from  prof- 
itable ones  while  taxpayers  foot  the  bill  for  the 
mistakes. 

YOUNG  BEGINNERS.  The  solution  is  not  to  elim- 
inate banks  and  their  experience  but  to  re- 
quire them  to  bear  a  larger  share  of  the  cost 
of  their  bad  student  loans.  Banks  covet  the 
student  loan  business.  When  the  default  rate 
on  a  bank's  student  loans  increases,  it  should 
have  to  pay  a  higher  insurance  premium. 

In  return  for  two  years  of  community  ser- 
vice after  students  finish  their  education,  Clin- 
ton wants  to  forgive  up  to  $10,000  in  loans 
that  help  pay  for  college  or  vocational  training. 
Qualifying  jobs  are  to  be  selected  by  state 
governors  and  other  officials  from  the  catego- 
ries of  education,  the  environment,  public  safe- 
ty, and  human  services.  To  be  sure,  these 
four  categories  all  have  problems,  but  they 
are  not  going  to  be  solved  by  giving  political- 
ly determined  jobs  to  young  beginners  who 


are  trying  to  qualify  for  tuition  grants.  1 
why  these  categories?  What  about  other  cl 
itable  activities  and  private  employmenl 
profit-making  companies? 

The  President's  plan  sends  a  dubious  n 
sage  to  young  people.  It  rests  upon  the  pi 
osition  that  it  is  more  beneficial  to  spend  t 
helping  to  build  housing  for  the  homele 
one  frequently  mentioned  example  of  com 
nity  service— than  to  contribute  to  the  ] 
ductivity  of  the  U.  S.  economy  by  becorr 
better  engineers,  computer  programmers, 
chitects,  etc.  This  is  a  dangerous  message 
the  economy  at  any  time,  but  especially  w 
the  U.  S.'s  capacity  to  compete  in  world  n 
kets  is  being  severely  tested. 

Student  borrowers  from  the  federal  j; 
ernment  now  pay  fixed  interest  rates  on  tl 
debt  after  completing  their  education.  ' 
President  would  keep  this  as  an  option,  bul 
wants  to  offer  students  another  one  wher 
those  who  earn  more  pay  higher  rates. 
fixed  or  variable.  The  new  option  is 
signed  to  balance  larger  payments  by  \ 
earners  against  smaller  ones  by  low  earner; 
that  the  average  earner  would  pay  about 
same  interest  rate  as  under  the  present  : 
tern.  But  the  desirable  objective  of  insuring 
payment  on  student  debt  against  uncertain 
about  future  earnings  isn't  likely  to  be 
tained  because  of  a  phenomenon  that  ec< 
mists  term  self-selection.  Students  who 
pect  to  go  into  law,  business,  and  ot 
well-paying  fields  will  tend  to  choose  the  ft 
interest-rate  option,  under  which  they  ps 
lower  rate.  Those  who  expect  jobs  that  paj 
tie  will  select  the  option  whereby  people  \ 
low  earnings  pay  back  less— the  variable-] 
option.  Since  much  of  the  borrowing  is 
professionals  and  graduate  students,  m 
loan  applicants  know  whether  they  are  pre 
ing  for  fields  that  pay  well  or  poorly. 

Either  fixed  or  variable  repayment  1 
are  manageable,  but  not  both.  On  the  wh 
the  existing  approach  is  probably  better 
cause  the  many  students  who  know  they 
in  fields  that  pay  a  lot  will  not  particij 
when  rates  are  tied  to  earnings.  When  j 
University  in  the  1970s  made  repayments 
pend  on  earnings,  it  found  that  students  gi 
into  law,  business,  and  medicine  gener 
chose  not  to  borrow  from  Yale. 

The  President's  proposed  reform  of  the 
dent-loan  program  may  be  good  politics  a 
its  call  for  community  service,  saving  mid 
men  expenses,  and  an  option  that  allows 
rowers  who  earn  less  to  pay  back  less, 
from  the  standpoint  of  the  nation  as  a  wl 
it  won't  be  as  good  a  way  to  reform  fed 
assistance  to  students. 
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conomic  Trends 


BY  GENE  KORETZ 


U.S.  INDUSTRY  MAY 
BE  MEAN,  BUT  IT 
ALSO  LOOKS  TOO  LEAN 


Aided  by  restructuring  and  a  weak 
dollar  since  the  mid-1980s,  U.  S.  in- 
dustry has  honed  its  competitiveness  to 
a  fine  edge.  Now,  however,  fears  are 
growing  that  a  failure  to  expand  the  na- 
tion's industrial  base  could  spark  an 
early  recurrence  of  inflation  and  hamper 
American  manufacturers'  future  partici- 
pation in  fast-growing  world  markets. 

In  a  stunning  downward  revision  of 
earlier  estimates,  the  Federal  Reserve 
has  erased  some  3.7%  of  U.  S.  industrial 
capacity  in  one  fell  swoop— slashing  ca- 
pacity growth  from  2.4%  a  year  from 
1987  through  1992  to  a  lackluster  1.7%. 
As  a  result,  operating  rates  now  look  a 
lot  higher  than  they  did  only  a  month 


A  WEAKER  PICTURE 
FOR  ECONOMIC  GROWTH 


ANNUAL  INCREASE  IN  INDUSTRIAL  CAPACITY* 


A  PERCENT 


-MANUFACTURING,  MINING,  AND  UTILITIES 
DATA:  FEDERAL  RESERVE,  MORGAN  STANLEY  &  CO  EST. 


ago— 81.4%  for  industry  as  a  whole  in 
April,  vs.  79.9%,  and  86.1%  for  mining, 
compared  with  81.8%. 

"The  new  risk,"  says  economist  Ste- 
phen S.  Roach  of  Morgan  Stanley  &  Co., 
"is  that  Smokestack  America  may  have 
gone  too  far  in  hollowing  out  its  industri- 
al base  in  order  to  achieve  short-term  ef- 
ficiency gains." 

Indeed,  Roach  points  out  that  a  num- 
ber of  U.  S.  industries  are  already  run- 
ning uncomfortably  close  to  the  85%  op- 
erating rate  that  has  historically  been 
associated  with  significant  upward  pres- 
sure on  prices.  These  include  primary 
processing  industries  such  as  metals, 
paper,  industrial  chemicals,  lumber,  pe- 
troleum, and  textiles,  as  well  as  produc- 
ers of  machinery  and  furniture. 

The  dangers  inherent  in  this  situa- 
tion are  twofold.  Over  the  short  run, 
industries  that  approach  their  capacity 


limits  are  likely  to  start  raising  prices 
significantly,  causing  the  inflation-wary 
Fed  to  step  hard  on  the  monetary 
brakes.  Over  the  longer  run,  the  lack 
of  cost-efficient  capacity  could  seriously 
hurt  American  manufacturers'  ability  to 
maintain  market  share  when  the  global, 
economy  turns  up  sometime  next  year. 

Such  risks  would  fall,  says  Roach,  if 
U.  S.  industry  were  to  start  investing 
in  capacity  expansion,  as  well  as  equip- 
ment replacement.  But  that  isn't  hap- 
pening yet.  In  fact,  the  annual  rate  of 
capacity  growth  so  far  in  1993  has  been 
only  1.5%— half  that  of  the  early  1980s. 


TURKEY  HAS 
THE  EARMARKS  OF 
A  NEW  TIGER 


Over  the  past  decade,  Turkey  has 
been  the  fastest-growing  member 
of  the  Organization  for  Economic  Coop- 
eration &  Development,  averaging  bet- 
ter than  a  5%  annual  rate.  What's  more, 
says  Columbia  University  economist 
Dani  Rodrik,  it  has  the  potential  of  em- 
ulating the  even  faster  growth  of  the 
East  Asian  Tigers  in  the  future. 

In  a  recent  issue  of  International  Eco- 
nomic Insights,  published  by  the  Insti- 
tute for  International  Economics,  Rodrik 
notes  that  only  a  dozen  years  ago,  a 
bankrupt  Turkish  economy  was  wracked 
by  triple-digit  inflation  and  shortages  of 
basic  commodities.  But  economic  reforms 
in  the  1980s,  including  financial  deregula- 
tion and  reduced  controls  on  imports 
and  currency  convertibility,  turned  the 
economy  around. 

From  less  than  $3  billion  in  1980, 
Turkey's  merchandise  exports  soared  to 
$15  billion  in  1992,  with  manufactured 
goods  ranging  from  clothing  to  steel  ac- 
counting for  80%  of  the  total.  Although 
imports  hit  $23  billion  last  year,  much  of 
the  gap  has  been  made  up  by  rising 
tourism  receipts  and  money  sent  home 
by  Turkish  workers  abroad.  Aided  by 
heavy  capital  inflows,  investment  has 
flourished,  exceeding  22%  of  gross  do- 
mestic product  for  six  straight  years. 

To  achieve  sustained  faster  growth, 
Rodrik  warns,  Turkey  will  have  to  cur- 
tail its  reliance  on  heavy  government 
deficit  spending  and  quell  inflation  that 
has  averaged  60%  to  70%  a  year  for  half 
a  decade.  If  it  can  find  the  political  will 
to  take  such  painful  steps,  he  says,  its 
future  seems  assured.  Turkey's  entre- 
preneurial zeal,  diversified  export-orient- 
ed economy,  and  strategic  position  link- 
ing Europe,  the  Middle  East,  and  former 
Soviet  Central  Asian  republics  all  sug- 
gest that  it  is  "an  economic  miracle  wait- 
ing to  happen." 


WHY  THE  FED  MAY 
REDEFINE 

THE  MONEY  SUPPLY 


It's  no  secret  that  banks  have  respc 
ed  to  the  competition  from  broker 
firms  and  other  financial  institutions  ; 
ing  mutual  funds  to  the  public  by  of 
ing  such  funds  themselves  to  their 
positors.  What's  underscored  by  a  rec 
Federal  Reserve  survey  of  56  of  the 
tion's  largest  banks,  however,  is  the 
tent  to  which  the  banks  are  now  c 
mitted  to  this  new  line  of  business. 

Most  of  the  banks  surveyed  now  k 
a  full-time  mutual-fund  sales  stafi 
more  than  20%  of  their  branches.  Ni 
ly  all  offer  both  proprietary  funds  (n 
aged  by  the  banks  themselves)  and  r 
proprietary  funds.  And  most  say  t 
at  least  one-third  to  two-thirds  of  tl 
sales  are  funded  by  their  own  depos 
Many  experts  blame  the  slugg 
growth  of  the  money  supply  in  rec 
years  on  the  growing  tendency  of  sa\ 
to  shift  money  out  of  bank  certificate 
deposit,  which  are  included  in  the  mo 
supply,  into  mutual  funds,  which 
not.  With  so  many  banks  now  avi 
abetting  the  process,  says  econon 
Robert  V.  DiClemente  of  Salomon  Bn 
ers  Inc.,  "the  Fed  may  be  approachir 
point  where  it  will  have  to  redefine 
money  supply  to  restore  its  usefulr 
as  a  link  to  economic  activity." 


A  SURPRISING  FINDING 
ON  NEW-BUSINESS 
MORTALITY  RATES 


■Phe  common  view  is  that  four  oul 
I  five  new  U.  S.  businesses  fail  wit 
five  years  of  their  startup.  Yet  roug 
400,000  entrepreneurs  take  the  plui 
each  year.  Why  do  they  bother? 

The  answer,  says  economist  Bruce 
Kirchhoff  of  the  New  Jersey  Institute 
Technology,  is  that  their  chances  of  s 
viving  are  far  greater  than  reported 
a  new  study,  Kirchhoff  traces  the  : 
tunes  of  some  814,000  businesses  star 
in  1977  and  1978  over  the  following  ei 
years.  His  findings  indicate  that  o 
half  survived  in  one  form  or  anotht 
28%  under  their  original  owners  ; 
26%  under  new  owners.  An  additic 
28%  were  shuttered  voluntarily,  wl 
only  18%  actually  failed  in  the  se 
that  they  left  outstanding  liabilities. 

In  other  words,  says  Kirchhoff,  "en 
preneurs  aren't  stupid.  They  look  aroi 
and  realize  their  chances  of  success 
far  better  than  the  experts  claim." 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  HUNGER  FOR  IMPORTS 
IAY  STARVE  FUTURE  GROWTH 


IE  PROBLEM  WITH 
RADE  IS  IMPORTS 


rhe  U.  S.  economy  has  a  trade  problem.  No,  it's  not 
the  result  of  weaker  exports  in  a  sluggish  world 
economy.  And  no,  it's  not  because  of  imports  from 
an.  The  problem  is  America's  ever-growing  prefer- 
e  for  foreign-made  products,  generally.  This  craving  has 
ched  proportions  that  clearly  impeded  the  recovery's 
gress  in  the  first  quarter,  and  it  may  well  be  a  key  fac- 
holding  back  U.  S.  manufacturing, 
'he  most  striking  feature  of  the  Commerce  Dept.'s 
mward  revision  of  first-quarter  gross  domestic  product, 
n  growth  of  1.8%  at  an  annual  rate  to  only  0.9%,  was 
dramatic  widening  in  the  trade  deficit.  The  gap  is  now 
ulated  to  have  grown  to  $71.1  billion  from  $49  billion  in 
fourth  quarter.  That  widening  alone  lopped  nearly  2 
centage  points  off  economic  growth  last  quarter,  and 
•orts  accounted  for  all  of  the  deterioration. 

Of  course,  imports  normally 
rise  as  demand  strengthens  in  a 
recovery.  But  what's  alarming  is 
that  America  is  spending  an  in- 
creasing proportion  of  its  income 
on  foreign-made  goods.  Last 
quarter,  imports  of  nonoil  goods 
grabbed  a  record  24.3%  of  U.  S. 
demand  (chart).  That  share  has 
jumped  sharply,  by  4  percentage 
points,  since  the  recovery  began 
two  years  ago. 
American  businesses  account  for  most  of  the  speedup. 
;y  are  buying  an  increasing  share  of  their  industrial 
plies  and  capital  goods  from  abroad.  Imports  of  such 
as  now  account  for  nearly  12%  of  U.  S.  spending  on 
oil  goods,  up  from  8.5%  in  1988.  By  contrast,  imports  of 
sumer  goods,  including  autos,  snag  a  9.6%  share,  up 
Y  slightly  from  8.9%. 

hiring  the  past  year,  imports  of  construction  materials 
up  sharply,  as  are  foreign-made  computers  and  acces- 
ies,  semiconductors,  and  industrial  engines.  This  trend 
in  part,  a  by-product  of  the  rapid  growth  in  foreign  in- 
tment  in  the  U.  S.  in  recent  years.  And  in  general,  the 
ng  import  share  will  remain  a  problem. 

iOH'T  The  interesting  footnote  to  all  this  is  that 

LAME  THIS  Japanese  imports  have  played  a  small 
PIKE  OH  role.  To  be  sure,  the  U.  S.  trade  deficit 
APAH  with  Japan  is  a  big  chunk  of  the  overall 

trade  gap,  and  access  to  Japanese  markets  remains 
icult.  But  while  goods  from  Japan  account  for  20%  of 
>.  nonoil  imports,  during  the  past  two  years  they  have 
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contributed  only  about  12%  of  the  growth  in  U.  S.  imports. 

Greater-than-proportionate  contributions  have  come 
from  Canada,  Mexico,  and  China.  Taken  together,  those 
three  countries  account  for  30%  of  total  U.  S.  imports,  but 
since  the  first  quarter  of  1991,  they  have  contributed 
slightly  more  than  half  of  U.  S.  import  growth. 

Japan  seems  destined  to  contribute  even  less  to  U.  S. 
import  growth  because  a  weaker  dollar  will  lift  the  price 
of  Japanese  imports  in  the  U.  S.  Since  January,  the  dollar 
has  lost  some  16%  of  its  value  against  the  Japanese  yen. 
The  dollar  fell  through  107  yen  on  May  28,  and  now  cur- 
rency traders  are  setting  their  sights  even  lower,  to  105 
yen  or  less,  for  the  dollar's  next  support  level. 

Traders  seem  convinced  that 
the  Clinton  Administration  wants 
a  weak  dollar  as  a  means  to 
shrink  its  trade  gap  with  Japan 
and  as  bargaining  leverage  to 
force  greater  access  to  Japanese 
markets.  Recent  mixed  signals 
on  dollar  policy  from  U.  S.  Trea- 
sury officials  only  reinforce 
traders'  beliefs  (page  28). 

Strong  intervention  attempts 
to  stabilize  the  dollar-yen  ex- 
change rate  by  the  Federal  Reserve  and  the  Bank  of  Ja- 
pan on  May  27  and  28  failed  to  halt  the  dollar's  slide.  The 
currency  markets  are  not  likely  to  take  such  efforts  seri- 
ously unless  they  see  that  the  U.  S.  is  sufficiently  con- 
cerned about  dollar  weakness  to  tighten  monetary  policy. 
For  now,  though,  a  U.  S  rate  hike  looks  unlikely. 

I  FACTORIES  No  doubt,  heavy  import  competition  is 
I  START  TO  weighing  on  U.  S.  manufacturers,  and  that 
I  SPUTTER  is  one  more  problem  that  factories  have  to 
I  AGAIH  deal  ^^h  m  thjg  historically  weak  recov- 

ery. Once  again,  the  industrial  sector  is  losing  steam.  In 
April,  factory  orders  were  stagnant,  shipments  fell,  and 
the  order  backlog  started  to  shrink  again. 

The  weakness  in  new  demand  contributed  to  the  slack 
showing  in  the  government's  index  of  leading  indicators. 
The  index— which  is  designed  to  foretell  the  economy's 
movements— rose  just  0.1%  in  April.  That  small  gain  hard- 
ly recouped  the  1%  drop  in  the  index  in  March. 

Conditions  in  the  factory  sector  did  not  improve  much 
in  May,  according  to  the  National  Association  of  Purchas- 
ing Management  (chart).  The  NAPM's  index  of  industrial  ac- 
tivity rose  to  51.1%,  but  that's  not  much  better  than 
April's  49.7%.  The  May  reading  was  barely  above  the 
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50%  mark,  the  dividing  line  between  expansion  and  con- 
traction in  manufacturing.  Although  orders  and  output  re- 
bounded, the  bounce  was  not  very  high,  and  employment 
continued  to  contract,  says  the  NAPM. 

In  coming  months,  however, 
manufacturers  are  likely  to  get  a 
lift  from  stronger  demand.  In 
particular,  consumer  spending 
this  quarter  is  on  track  to  im- 
prove its  skimpy  1.2%  annual 
pace  in  the  first  quarter. 

Also,  some  retracement  of  last 
quarter's  widening  of  the  trade 
deficit  is  likely.  First-quarter  im- 
port growth  was  far  above  its 
recent  trend,  and  the  pace  of  ex- 
ports was  far  below.  An  outright  decrease  in  the  deficit 
for  this  quarter  seems  likely,  and  that  will  offset  some  of 
the  drain  on  real  GDP  growth  expected  to  result  from  a 
slower  rate  of  inventory  growth. 

CONSUMERS  Companies  managed  to  make  money  last 
WILL  GIVE  quarter,  but  the  quality  of  those  profits 
EARNINGS  was  low.  Rising  inventory  values,  partly 
A  the  result  of  the  inventory  surge,  account- 

ed for  nearly  all  of  the  first-quarter  gain  in  book  profits. 
Earnings  before  taxes  rose  $11.2  billion.  However,  after 
adjusting  for  inventory  inflation  and  the  differences  be- 
tween tax  and  replacement-cost  accounting,  operating 
profits  rose  a  scant  $3.7  billion. 

Profits  in  the  second  quarter  should  get  a  lift  from 
faster  economic  growth,  but  one  source  of  profit  growth 
may  well  be  waning.  Profit  margins,  in  a  steady  rise 
since  mid-1991,  fell  in  the  first  quarter.  The  drop  was 
the  steepest  since  the  recession  began  more  than  two 
years  ago  (chart).  Although  margins  remain  high,  reflect- 
ing past  cost-cutting,  the  first-quarter  decline  suggests 
that  companies  will  have  to  depend  more  on  price  and  vol- 


HOME  SALES  GO 
THROUGH  THE  R00I 

750  r 


ume  increases  for  higher  earnings  in  the  quarters  ahea 

The  outlook  for  profits— as  well  as  for  overall  Gl 
growth— continues  to  rest  with  consumers.  For  April,  i 
least,  the  news  is  good.  Consumer  spending  rose  1%,  or  I 
a  healthy  0.7%  after  inflation.  The  April  advance  meai 
that  real  consumer  purchases  started  this  quarter  2 
above  their  first-quarter  average,  at  an  annual  rate. 

Will  consumers  maintain  this  momentum?  The  be 
sign  comes  from  the  housing  sector.  Sales  of  new  singl 
family  homes  skyrocketed  by  22.7%  in  April,  to  an  ann 
al  rate  of  751,000— the  highest  pace  in  six  years  (chart) 

The  surge  in  home  buying 
means  that  many  more  consu- 
mers will  be  shopping  for  appli- 
ances, furniture,  and  other  home 
goods.  And  because  the  invento- 
ry of  unsold  homes  is  extremely 
low,  homebuilding  should  pick  up 
as  well,  providing  some  lift  to 
GDP  growth  this  summer. 

However,  the  dark  cloud  over 
consumers    is    poor  income 
growth.  Personal  income  was  flat 
in  April  and  fell  by  0.4%  when  adjusted  for  taxes  and  i 
flation.  Real  aftertax  earnings  began  the  quarter  belo 
the  first-quarter  level.  And  the  savings  rate  dropped 
4.3%  in  April,  from  5.3%  in  March. 

Consumer  spending  can't  outpace  pay  gains  for  vei 
long.  So  as  always,  job  growth  remains  the  key  to  fillir 
consumers'  wallets  and  raising  the  economy's  pulse. 

The  rebound  in  consumer  demand,  though,  will  inevit 
bly  spur  more  import  growth.  That  inflow  will  not  on 
hamper  economic  growth  this  year.  It  also  complicat< 
trade  policy.  But  instead  of  blaming  Japan  for  the  wid< 
U.  S.  trade  gap,  trade  negotiators  in  Washington  shou 
probably  point  a  finger  at  Americans'  growing  appetite  f 
imports  as  well.  To  paraphrase  Shakespeare:  The  fault 
not  in  our  trading  partners,  but  in  ourselves. 
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THE  WEEK  AHEAD 


INSTALLMENT  CREDIT 


Monday,  June  7 

Consumers  probably  piled  on  about  $3 
billion  in  new  debt  during  April,  accord- 
ing to  the  median  forecast  of  economists 
surveyed  by  MMS  International,  a  divi- 
sion of  McGraw-Hill  Inc.  That's  suggest- 
ed by  the  strong  gain  in  retail  shopping 
in  April,  especially  for  cars.  Installment 
debt  grew  by  a  fairly  rapid  clip  in  the 
first  quarter,  rising  by  a  total  of  $11.1 
billion.  In  March  alone,  debt  increased 
by  $3.4  billion. 


CAPITAL  SPENDING 


Thursday,  June  10,  8:30  cum. 

The  Commerce  Dept.'s  spring  survey  of 

spending  plans  for  new  plant  and  equip- 


ment will  probably  show  little  change 
in  budget  forecasts  for  the  rest  of  1993. 
In  the  winter,  businesses  reported  that 
they  expect  to  increase  their  capital 
spending  by  about  6.6%  this  year,  after 
a  mere  0.8%  advance  in  1992.  Most  of 
the  spending  will  go  for  equipment. 

RETAIL  SALES  

Friday,  June  11,  8:30  cu  m. 
The  MMS  survey  forecasts  a  0.7%  gain  in 
retail  sales  in  May.  Sales  surged  1.2%  in 
April  after  tumbling  0.8%  in  March. 
Spending  on  cars  and  light  trucks  prob- 
ably led  the  May  increase.  Excluding 
cars,  sales  likely  were  up  by  0.4%  in 
May,  after  a  0.7%  gain  in  April.  Depart- 
ment-store sales,  which  jumped  2.2%  in 
April,  probably  slacked  off  in  May,  ac- 


cording to  the  Johnson  Redbook  Repo, 
published  by  brokerage  firm  Lync 
Jones  &  Ryan  Inc. 

PRODUCER  PRICE  INDEX 


Friday,  June  11,  8:30  a.m. 
Producer  prices  of  finished  goods  pro 
ably  rose  by  just  0.2%  in  May,  foreca 
the  MMS  economists.  That  modest  pri 
increase  would  follow  three  consecuti 
price  surprises  that  sent  inflation  shu 
ders  through  the  bond  market.  In  Api 
prices  shot  up  by  0.6%.  But  last  mont 
falling  food  prices  probably  helped 
slow  the  rise  in  the  overall  price  indf 
Excluding  food  and  energy  costs,  prodi 
er  prices  likely  rose  by  only  0.2% 
May,  half  of  the  worrisome  0.4%  increa 
posted  in  April. 
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A  CHEAP  BUCK 
WON'T  WORK 

A  BETTER  BET  TO  EVEN  OUT  TRADE:  INVEST  IN  JAPAN 


w 


'hen  Presi- 
dent Clin- 
ton's long- 
awaited  Japan  trade 
policy  is  announced  in 
the  next  few  weeks, 
officials  likely  will 
stress  import  targets 
for  supercomputers,  auto  parts,  financial 
services,  and  other  industries  to  curb  Ja- 
pan's $50  billion  trade  surplus  with  the 
U.  S.  But  a  potentially  more  potent  rem- 
edy— more  foreign  investment  in  Ja- 
pan— probably  will  get  only  passing 
notice. 

That  could  be  a  mistake.  On  both  sides 
of  the  Pacific,  evidence  is  mounting  that 
the  country  that  builds  abroad  wins  the 
markets.  By  that  measure,  Japan  is  the 
winner.  "The  root  of  trade  is  invest- 
ment," says  William  Attridge,  chairman 
of  the  American  Chamber  of  Commerce 
in  Japan's  investment  committee. 
few  OUTSIDERS.  Foreigners'  investment 
record  in  Japan  is  dismal.  Japan  is  the 
world's  second-largest  economy,  but  it 
"has  the  lowest  level  of  per  capita  for- 
eign direct  investment  and  foreign  cor- 
porate participation  in  the  industrial- 
ized world,"  charges 
the  House  Wednesday 
Group,  a  congression- 
al Republican  caucus. 
Meanwhile,  from  Toyota 
Motor  Corp.'s  car  plant 
in  Kentucky  to  NEC 
Corp.'s  computer  factory 
in  Massachusetts,  Japan 
has  invested  billions  to 
produce  goods  in  the 
U.  S.  Purchases  by  the 
factories  of  everything 
from  machine  tools  to 
spare  parts  have  bol- 
stered Japanese  exports 
as  the  yen  has  strength- 
ened. The  Commerce 
Dept.  says  that  73%  of 
Japanese  imports  into 
the  U.  S.  go  through 
plants   and  distribution 


PERCENTAGE  OF  TOTAL  SALES 
BY  FOREIGN  COMPANIES 

JAPAN 

1.2% 

U.S. 

16.5% 

networks  owned  by 
Japanese. 

The  same  should  be 
true  for  Japan.  But  it 
isn't.  In  his  1992 
book,  Rivals  Beyond 
Trade,  Harvard  busi- 
ness school  professor 
Dennis  J.  Encarnation  asserted  that  65% 
of  America's  exports  since  1957  have 
gone  from  U.  S.-based  companies  to 
overseas  operations.  He  also  found  for- 
eign-owned businesses  in  Japan  and  the 
U.  S.  import  more  from  parents  than 
they  buy  locally.  "Trade  is  tightly  linked 
to  investment,"  says  Encarnation.  "Own- 
ership matters."  That's  in  contrast  to 
Labor  Secretary  Robert  B.  Reich,  who  is 
more  concerned  with  jobs. 

Outside  such  early  entrants  as  IBM 
and  Texas  Instruments  Inc.,  few  U.  S. 
corporations  seem  to  be  able  to  get  a  leg 
up  in  Japan.  Among  the  few  U.  S.  com- 
panies that  are  cashing  in  is  Compaq 
Computer  Corp.  Since  last  July,  Compaq 
has  put  $4  million  in  capital  into  a  Japa- 
nese subsidiary.  That  move  allowed 
Compaq  to  come  from  nowhere  in  the 
Japanese  PC  market  to  a  share  of  nearly 


INVESTMENT  FROM  ABROAD 
PER  CAPITA 

JAPAN 

1 

U.S. 

$1,618 
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1%,  worth  about  $40  million  a  j 
Compaq  imports  computers  frorr 
factories  in  Singapore  and  the  U.  S. '. 
'R'  Us  Inc.  is  another  example  of  in1 
ment  paying  off.  Over  the  last  yea 

—  1  built  six  stores  in  Ji 

that  are  drumming 
an  estimated  $100 
lion  in  annual  s£ 
"We're  the  conduit 
toy  manufacturers  ir 
U.  S.  and  all  over 
world  to  enter  Jap 
says  Vice-Chairman  ] 
ert  C.  Nakasone. 

But  these  compa 
are  rare  excepti< 
Most  foreign  cornpa 
don't  invest  in  Japar 
cause  it  costs  too  m 
Japanese  land  prices 
the  stuff  of  legenc 
plant  can  cost  sev 
times  more  than  in 
U.  S.  And  Compaq 
it  could  put  up  a  b 
ing  a  year  in  Hou 


h  the  $230,000  monthly  rent  it  pays 
its  5,000-square-foot  Tokyo  office.  In 
land  of  the  107-yen  dollar,  expatriate 
p  also  is  dear. 

)ne  company  that  chooses  not  to 
,ve  Japan's  high 
ts  is  Colgate-Palm- 
e  Co.  The  compa- 
is  a  booming  suc- 
3  story  all  over  the 
be,  with  a  huge 
'  of  its  sales  out- 
;  the  U.S.  But  it 
a  meager  2%  of  its  sales  in  Japan, 
ef  Executive  Reuben  Mark  says  a 
chhead  in  Japan  would  cost  Colgate 
eral  hundred  million  dollars,  so  he  is 
asing  on  other  countries  on  the  Pacif- 
im,  where  investing  is  cheaper  and 
re  efficient.  In  Japan,  he  says,  "it's 
y  costly  to  set  up  your  distribution 
tern.  Advertising  costs  are  extremely 
h.  And  people  costs  are  also  very 
I." 

!ven  after  the  Tokyo  stock  market 
ih,  Japanese  corporate  assets  also  re- 
n  out  of  reach.  Tokyo  stocks  fetch  an 


RATIO  OF  OUTGOING 
TO  INCOMING  INVESTMENT 

JAPAN 

20.5 

- 

U.S. 

1.0 

astronomical  price-earnings  ratio  of  65, 
three  times  those  in  the  U.  S.  The  rising 
yen,  up  12%  since  Jan.  1  (page  28),  only 
exacerbates  matters.  "It  raises  the  hur- 
dle," says  Kiyotaka  Fujii,  an  investment 
banker  at  CS  First 
Boston  (Japan)  Ltd. 
"The  higher  stock 
market  and  the  high- 
er yen  are  a  double 
punch." 

Fujii  says  a  client 
just  nixed  a  planned 
major  equity  stake  in  a  Japanese  food 
company  because  of  price.  Indeed,  Har- 
vard's Encarnation  says  the  high  yen 
"has  the  same  effect  as  capital  con- 
trols." But  Encarnation  and  others  say 
this  barrier  can  be 
eased.  The  Wednes- 
day Group,  for  in- 
stance, wants  Japan 
to  offer  subsidized 
loans  and  tax  breaks 
to  foreign  investors. 
And  Encarnation  sug- 
gests Tokyo  encour- 


SHARE  OF  WORK  FORCE 
HIRED  BY  FOREIGN  COMPANIES 

JAPAN 

0.5% 

U.S. 

3.8% 

DATA:  U  S  HOUSE  WEDNESDAY  GROUP 


age  prefectures  to  vie  for  for- 
eign money,  as  American 
states  do.  If  that  happened, 
"you  might  find  land  prices 
would  come  down  rather  quick- 
ly," he  says. 

"scared  silly."  Yet  the  Clin- 
ton Administration  seems  hap- 
py with  a  strong  yen  and  is 
widely  viewed  as  talking  it  up. 
When  Commerce  Secretary 
Ronald  H.  Brown  visited  To- 
kyo in  April,  Americans  who 
pressed  the  importance  of  in- 
vestment and  the  folly  of  a  ris- 
ing yen  got  nowhere.  "He 
seemed  scared  silly  of  export- 
ing jobs,"  says  the  American 
Chamber's  Attridge. 

Brown's  not  alone.  In  a  May 
26  meeting  in  Trade  Represen- 
tative Mickey  Kantor's  office, 
Clinton  officials  agreed  to  give 
higher  priority  to  helping  for- 
eign-owned companies  expand 
production  in  the  U.  S.  than 
helping  domestic  companies  ex- 
pand overseas.  The  decision  is 
a  victory  for  Reich,  who  main- 
tains that  Washington  should 
help  any  corporation,  regard- 
less of  ownership,  that  hires 
Americans. 

This  policy  might  be  one-di- 
mensional. "If  you  don't  have 
plants,  design  centers,  and  a 
sales  force  in  Japan,  it's  hard 
to  establish  credibility,"  says 
Tatsuya  Terazawa,  deputy  di- 
rector of  the  Americas  Div.  at 
the  Ministry  of  International  Trade  & 
Industry.  "You  can't  see  what  custom- 
ers need  and  competitors  are  doing." 

Mindful  of  that  hurdle,  General  Mo- 
tors Corp.  built  a  technical  center  in 
western  Tokyo,  hoping  to  get  closer  to 
Japanese  carmakers  who  might  buy  its 
parts.  But  companies  willing  to  take 
such  a  plunge  are  getting  rarer.  "The 
more  expensive  it  is  to  buy  assets,  the 
less  likely  we'll  be  predisposed  to  buy 
our  own  plants  and  distribution  net- 
works," says  General  Motors  Japan  Ltd. 
President  J.  Michael  Durrie. 

The  U.  S.  can  ill  afford  to  see  such 
sentiments  spread.  Until  Washington 
gets  a  clear  fix  on  how  direct  investment 
influences  trade  flows,  America's  linger- 
ing trade  problem 
with  Japan  may  re- 
main unsolved. 

By  Robert  Neff  in 
Tokyo,  with  Peter 
Burrows  in  Dallas  and 
William  J.  Holstein 
and  Larry  Holyoke  in 
New  York 
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RECKLESS  CHATTER 
FROM  THE  WHITE  HOUSE 


Unofficially,  it's  talking  up  the  yen.  That  could  have  dire  consequences 


President  Clinton  is  an  Oxford-edu- 
cated policy  wonk.  Treasury  Sec- 
retary Lloyd  M.  Bentsen  is  a  con- 
summate Washington  insider.  And 
Treasury  Under  Secretary  Lawrence  H. 
Summers  is  a  respected  international 
economist.  But  when  it  comes  to  manag- 
ing dollar  policy,  they're  mere  babes  in 
Bretton  Woods. 

Since  February,  Administration  offi- 
cials have  engaged  in  a  clumsy  attempt 
to  talk  up  the  yen  as  a  way  to  reduce 
Japan's  trade  surplus  with  the  U.  S.  In 
the  process,  they  have  spread  confusion 
among  allied  governments — and  ignited 
fears  around  the  world  of  a  full-blown 
dollar  collapse. 

"amateur  HOUR."  Although  the  U.  S. 
says  it  has  no  policy  of  driving  the  yen 
up  and  the  dollar  down,  a  pattern  has 
recurred  for  months:  One  senior  official 
after  another  suggests  the  yen  is  too 
cheap,  driving  foreign  exchange  markets 
into  a  frenzy  of  bidding  up  the  yen's 
price.  Then,  the  Administration  retreats, 
denying  that  it  wants  to  manipulate  the 
dollar's  value.  "We  are  confused,  and  so 
is  the  market,"  gripes  Tatsuya  Ter- 
azawa,  deputy  director  of  the  Americas 
Div.  of  the  Ministry  of  International 
Trade  &  Industry.  "I'm  not  sure  the 
U.  S.  government  has  a  clear  policy." 
Now,  Washington's  mixed  signals  are 


starting  to  have  serious  consequences. 
With  the  dollar  hovering  around  a  post- 
World  War  II  low  of  107  yen,  a  14%-  drop 
since  Clinton  took  office,  the  Federal  Re- 
serve is  getting  worried.  With  the  Ad- 
ministration's blessing,  the  Fed  inter- 
vened repeatedly  in  currency  markets, 
starting  in  late  May,  to  prop  up  the 
greenback.  Foreign  exchange  experts 
now  wonder  whether  the  Administration 


Lowering  the  dollar  against 
the  yen  hurts  the  greenback 
in  other  markets — and  raises 
the  chances  for  U.S.  inflation 


is  pursuing  a  misguided  "strong  yen" 
policy  or  just  showing  its  inexperience. 
"It's  a  little  like  the  Amateur  Hour," 
complains  a  senior  Fed  official.  "They 
don't  understand  the  risks  they  are 
courting." 

Those  risks  are  substantial.  The  Ad- 
ministration is  counting  on  a  stronger 
yen  to  put  a  dent  in  Japan's  $50  billion 
trade  surplus  with  the  U.  S.  Even  if  the 
strategy  works,  the  benefit  may  be  more 
than  offset  by  the  harm  a  weaker  dollar 


can  do  to  the  economy.  One  big  danj 
is  inflation.  As  a  stronger  yen  squee 
exporters'  margins,  prices  of  Japan 
goods  are  rising.  U.  S.  competitors  trs 
tionally  respond  by  boosting  their  o 
prices.  And  a  higher  yen  hurts  Japa 
exports  to  the  rest  of  the  world,  slow 
growth  at  a  time  when  Clinton  is  pre 
ing  Tokyo  to  stimulate  its  economy. 

But  the  Fed's  biggest  fear  is  that 
dollar  will  also  start  a  steep  slide  agai 
other  major  currencies.  After  its  U 
May  fall  against  the  yen,  for  instar 
the  dollar  fell  3%  against  the  Gem 
mark,  to  1.59.  If  traders  begin  dump 
greenbacks  across  the  board,  the  I 
would  likely  try  to  stem  dollar  flight 
jacking  up  interest  rates — the  last  th 
the  Administration  wants  with  the  I 
economy  still  struggling.  "There  ] 
been  a  misunderstanding,"  Bentsen  s 
in  Paris  on  June  2.  "We  are  not  seek 
an  appreciation  of  the  yen." 
louder  than  words.  Yet  Washingto 
repeated  assertions  that  it  is  not  try 
to  manipulate  exchange  rates  do 
square  with  the  Clintonites'  acti< 
(chart).  Bentsen,  a  weathered  U.  S.  po 
cal  operator  but  a  neophyte  in  inter 
tional  finance,  was  the  first  to  creafc 
stir  when,  on  Feb.  19,  he  quipped:  c\ 
like  to  see  a  stronger  yen."  Fed  Ch: 
man  Alan  Greenspan  was  on  the  ph< 
fast,  gently  lecturing  the  Treasury  cr 
on  the  dangers  of  ad  hoc  dollar  polic 

But  Administration  officials  didn't  ] 
the  message.  On  Apr.  16,  at  a  news  c 
ference  with  Japanese  Prime  Minis 
Kiichi  Miyazawa,  Clinton  himself 
clared  that  a  stronger  yen  would  h 
reduce  the  trade  surplus.  A  week  lat 
Commerce  Secretary  Ronald  H.  Bro 
said  in  Tokyo  that  Japan's  economy  v 
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HOW  THE  CLINTONITES 
TALKED  DOWN  THE  DOLLAR 


YEN  NEEDED  TO  BUY  A  DOLLAR, 
WEEK  BY  WEEK 


APR.  23  Commerce  Secretary 
Ron  Brown  tells  the  American 
Chamber  of  Commerce  in  Tokyo 
that  Japan's  economy  is  resilient 
enough  to  handle  a  stronger  yen 


FEB.  19  Treasury  Secretary 
Lloyd  Bentsen  ad  libs  at  the 
National  Press  Club  that  he 
"wants  to  see  a  stronger  yen" 


MAY  25  Treasury 
Undersecretary 
Lawrence  H. 
Summers  issues  a 
report  interpreted 
as  talking  down 
the  dollar  ' 


APR.  16  Bill  Clinton,  after  meeting 
with  Japanese  Prime  Minister 
Kiichi  Miyazawa,  says  a  stronger 
yen  would  help  reduce  America's 
trade  deficit 


JAN.  I,  '93 

A  YEN  NEEDED  TO  BUY  A  DOLLAR,  WEEK  BY  WEEK 


JUNE  1, 
DATA  BANK  OF  AMEBIC 
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ible  to  cope  with  a  higher  yen. 
)se  statements  helped  drive  the  dol- 
i  less  than  110,  prompting  the  Fed 
5ank  of  Japan  to  intervene  modest- 
buying  dollars  on  Apr.  27.  Fed 
Chairman  David  W.  Mullins  Jr.  sug- 
d  that  every  Administration  official 
le  of  Treasury,  including  the  Presi- 

should  adopt  the  mantra:  "We 
discuss  the  dollar." 
>  Administration  seemed  to  get  the 
ige  until  May  24,  when  Brown 

talked  about  how  a  stronger  yen 

help  reduce  the  Japanese  trade 
as.  He  was  quickly  rebuked  by 
ury  officials.  But  the  next  day, 
lers,  who  is  Treasury's  point  man 
:ernational  finance,  also  committed 
x  pas  by  sending  Congress  an  ex- 
?e  rate  report  that  repeated 
n's  observation  in  passing.  The  dol- 
;gan  sinking — this  time  against  an 

of  currencies.  Summers  admitted 
3-llar  had  fallen  "too  far,  too  fast," 
he  Fed — joined  by  the  Bank  of  Ja- 
intervened  three  times  between 
11  and  June  1  to  stabilize  the  dollar 
1  yen.  BUSINESS  week  has  learned 
[Yeasury's  near-term  goal  is  now  to 
the  greenback  above  that  level. 
iuying.  Treasury  officials  lament 
traders  have  misinterpreted  their 
nents.  But  market  experts  don't 
hat,  figuring  the  Administration  is 
f  to  beat  Japan  into  trade  conces- 

using  the  dollar  as  a  club.  "It's 
he  girlfriend  who  keeps  saying  she 
loves  you,  but  every  weekend  you 
ler  with  another  guy,"  observes 
*t  A.  Brusca,  chief  economist  at 
o  Securities  Co.  International. 
,t  else  are  you  supposed  to  think?" 
"opean  finance  ministers  aren't  par- 
rly  upset  with  the  dollar  flip-flops, 
se  the  dollar  so  far  hasn't  fluctuat- 
amatically  against  their  currencies. 

also  reckon  that  a  stronger  yen 
might  help  reduce  Japan's  trade 
as  with  the  European  Community, 
he  Europeans  concede  that  things 
•onfusing  across  the  Atlantic.  "It's 
difficult  to  figure  out  what  the  Ad- 
tration's  dollar  policy  really  is," 
a  senior  EC  official. 
:he  Administration  really  wants  a 
*er  yen,  its  best  policy  might  be  to 
e  markets  work  their  will.  Traders 
hat  tempting  yields  on  Japanese 
nment  bonds  and  a  balance  of  pay- 
!  surplus  pushing  $140  billion  are 
;h  to  drive  up  demand  for  yen. 

its  part,  the  Administration  claims 
dly  has  learned  that  lesson.  "Com- 
;  on  dollar  policy  are  unwise,"  says 
en's  deputy,  Roger  C.  Altman. 

the  Clintonites  just  have  to  prove 
;an  heed  their  own  advice. 
Owen  Ullmann  in  Washington,  with 
!  Neff  in   Tokyo,   Bill  Javetski  in 

and  William  Glasgall  in  New  York 


SUNFLOWERS  IN  PROVENCE:  NOW,  EVEN  THE  BALKY  FRENCH  ARE  SAYING  Oil! 


WHO  SAID  GATT 
IS  DEAD? 


A  new  market-access  agreement  could  lead  to  an  accord  by  yearend 


ead.  Finis.  Kaput.  That's  what 
pundits  have  been  saying  about 
the  Uruguay  Round  of  interna- 
tional trade  talks  since  1990,  when  the 
Europeans  balked  at  slashing  agricultur- 
al subsidies  and  negotiations  collapsed. 
Free  traders  feared  the  worst — creeping 
protectionism,  a  faster  drift  toward  re- 
gional trading  blocs,  even  a  global 
depression. 

But  the  moribund  talks  are  about  to 
get  a  surprising  jolt.  And  that  could  lead 
to  a  new  General  Agreement  on  Tariffs 
&  Trade  by  yearend.  Meeting  behind  the 
scenes  during  the  past  few  weeks,  trade 
ministers  from  the  U.  S.,  the  European 
Community,  Japan,  and  Canada  are 
close  to  reaching  an  agreement  that 
would  lower  trade  barriers  for  a  broad 
range  of  manufactured  products,  mak- 
ing markets  far  more  accessible.  The  so- 
called  market-access  agreement  will  be 
presented  for  formal  approval  to  leaders 
of  the  world's  seven  largest  industrial 
countries  when  they  meet  in  Tokyo  on 
July  7.  "We're  going  to  get  a  major 
agreement,"  predicts  U.  S.  Trade  Repre- 
sentative Mickey  Kantor. 

Why  are  the  GATT  talks  rising  from 
the  ashes?  On  the  U.  S.  side,  a  Clinton 
Administration  whose  trade  rhetoric  has 
turned  hawkish  of  late  wants  to  show 
that  it  still  has  a  commitment  to  free 
trade.  Announcement  of  the  agreement 
at  President  Clinton's  first  G-7  meeting 
will  also  allow  him  to  demonstrate  world 
leadership  on  a  global  stage. 


The  Europeans  are  finally  ready  to 
deal,  too.  Europe's  trade  barriers  have 
failed  to  boost  struggling  Continental 
economies,  and  the  EC  is  now  ready  to 
try  a  different  tack.  In  late  May,  the  EC 
met  French  demands  by  agreeing  to  re- 
form its  agricultural  policy  to  increase 
income  supports  for  farmers  who  take 
their  land  out  of  production.  With  subsi- 
dies for  oilseeds,  wheat  gluten,  and  oth- 
er goods  no  longer  an  issue,  even  the 
balky  French  now  seem  willing  to  nego- 
tiate. "Everyone  is  looking  for  some  ba- 
sis for  reestablishing  global  growth," 
says  Willard  Berry,  president  of  the 
European-American  Chamber  of  Com- 
merce. "A  market-access  agreement 
would  have  the  biggest  impact." 
rice  concessions.  It  took  a  change  of 
tactics  to  get  GATT  back  on  track.  Nego- 
tiators originally  hoped  to  save  market 
access  for  last,  to  sweeten  an  Uruguay 
deal  that  would  impose  comprehensive 
new  global-trading  rules.  But  in  Febru- 
ary, Kantor  and  EC  Trade  Minister  Sir 
Leon  Brittan  decided  to  reverse  course. 
They  realized  there  would  be  no  agree- 
ment unless  GATT  nations  had  a  major 
incentive  to  deal,  such  as  lowered  trade 
barriers  for  manufactured  products. 

Details  are  still  being  worked  out, 
but  the  deal  is  likely  to  call  for 
dropping  tariffs  among  the  major  indus- 
trial powers  on  specific  sectors  ranging 
from  wood  products  and  paper  to  elec- 
tronics and  textiles.  Negotiations  on 
financial  and  other  services  and  on  in- 
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tellectual  property  rights  will  follow. 

The  EC  and  the  U.  S.  also  are  joining 
forces  to  pressure  Japan  to  make  some 
concessions.  They  are  calling  on  Tokyo 
to  break  down  obstacles  for  foreign  fi- 
nancial-services concerns.  And  Clinton 
has  appealed  to  Japanese  Prime  Minister 
Kiichi  Miyazawa  in  private  meetings  for 
Japan  to  act  like  a  world  economic  lead- 
er by  opening  markets  and  joining  in 
multilateral  negotiations.  Western  offi- 
cials say  that,  as  hosts  of  the  G-7  meet- 
ing, the  Japanese  have  been  surprisingly 
accommodating  on  crafting  a  market-ac- 
cess accord.  U.  S.  officials  say  the  Japa- 
nese have  even  hinted  they  might  phase 
out  protection  of  their  rice  market,  a  big 


concession  since  it  would  anger  farmers. 

There's  still  plenty  of  skepticism 
about  the  prospects  for  a  deal.  "We've 
seen  GATT  breakthroughs  before,  under- 
mined later  by  politics,"  notes  James  L. 
Butkiewicz,  a  GATT  expert  at  the  Univer- 
sity of  Delaware.  The  market-access  ac- 
cord would  run  counter  to  Europe's  pro- 
tectionist tradition.  And  Robert  W. 
Jerome,  an  analyst  with  the  Washing- 
ton-based Economic  Strategy  Institute, 
worries  that  lowering  tariffs  in  an  iffy 
economy  may  not  play  well  on  Capitol 
Hill.  "If  you  can't  convince  Congress 
that  the  North  American  Free  Trade 
Agreement  makes  sense  close  to  home," 
Gerome  says,  "it  will  be  hard  to  convince 


them  that  a  GATT  deal  will  be  in  I 
interests." 

Yet  many  experts  see  an  impro\ 
atmosphere.  What's  new,  says  for 
Uruguay  Round  negotiator  Julius 
Katz,  is  that  "the  motivation  is  sudd< 
there  for  everyone  to  come  to  an  ag 
ment."  That's  a  far  cry  from  prospi 
when  Katz  and  his  boss,  former  I 
Trade  Representative  Carla  A.  Hills, 
office  five  months  ago.  But  negotia 
can't  squander  this  opportunity  aftei 
many  disappointments.  To  quote  Elv 
President  Clinton's  favorite  male  vc 
ist — it's  now  or  never. 

By  Douglas  Harbrecht  in  Washing 
with  Bill  Javetski  in  Paris 


THE  BUDGET  I 


BUSINESS  CAN  BREATHE  EASIER 
ABOUT  CLINTON'S  BUDGET 


Congress  is  helping  Corporate  America  dodge  some  tax  hikes 


You'd  never  know  it  from  all  the 
drama  and  handwringing  that 
preceded  the  high-stakes  House 
vote  on  May  27,  but  President  Clinton's 
tax-and-spending  plan  remained  largely 
intact  on  the  first  half  of  its  journey 
through  Congress.  That,  however,  was 
the  easy  part.  Greater  agonies  lie  ahead, 
when  the  Senate  Finance  Committee 
takes  up  the  package  on 
June  7. 

The  Administration 
already  has  resigned  it- 
self to  further  compro- 
mise by  deleting  up  to 
$30  billion  in  tax  hikes 
and  adding  as  much  in 
spending  cuts.  But 
White  House  officials 
are  warning  antitax 
senators  that  the  trade- 
off will  hurt.  "Any  re- 
duction in  the  [energy] 
tax  has  to  be  paid  for, 
and  has  to  be  paid  for 
largely  through  Medi- 
care," warns  Deputy 
Treasury  Secretary 
Roger  C.  Altman. 

Yet  when  the  tortu- 
ous legislative  process 
is  over,  Clinton  will  have  won  enactment 
of  a  five-year  fiscal  plan  that  is  striking- 
ly similar  to  the  program  he  laid  out  in 
February:  a  hodgepodge  of  tax  in- 
creases, mainly  on  business  and  the  rich; 
spending  cuts  focused  on  defense  and 
entitlements;  and  "investments"  in  social 
programs,  such  as  urban  "empowerment 
zones."  Even  portions  of  Clinton's  ill-fat- 


ed stimulus  plan  will  come  back  to  life  in 
smaller  spending  bills. 

In  all,  the  plan  that  leaves  the  Senate 
likely  will  propose  reducing  the  budget 
deficit  by  $500  million — about  what  the 
President  started  with.  The  Administra- 
tion, its  optimism  undimmed  by  recent 
setbacks,  hopes  Congress  will  finish  up 
by  early  July,  leaving  time  for  lawmak- 


ers to  consider  the  North  American  Free 
Trade  Agreement  and  perhaps  begin 
work  on  health-care  reform  before  its 
summer  recess. 

energy  loopholes.  The  good  news  for 
business,  which  had  been  targeted  for  a 
wide  variety  of  tax  increases  in  the  origi- 
nal Administration  proposal,  is  that  it 
actually  managed  to  escape  a  good  num- 


ber of  tax  hikes,  and  will  likely  do 
more  bullets  in  the  Senate.  Dui 
House  consideration,  for  instance,  co: 
rations  gave  up  the  little-loved  inv 
ment  tax  credit  in  return  for  a  hah 
of  the  proposed  increase  in  corporate 
come-tax  rates.  U.  S.  companies  ope 
ing  abroad  ducked  a  Clinton  proposa 
hike  taxes  on  royalty  income.  The  He 
repealed  some  luxury  taxes,  while  in< 
ing  the  tax  threshold  for  expensive  < 
to  inflation.  It  also  added  a  provisioi 
allow  for  a  14-year  write-off  of  inta 
ble  assets,  such  as  customer  lists, 
limit  on  expensing  equipment  in 
year  was  raised  to  $25,000,  from  $10,i 
All  these  provisions  are  likely  to  sur 
the  Senate. 
The  big  Senate  battle  will  come  c 
the  energy  tax.  ' 
House,  trying  to  sat 
farmers  and  energ] 
tensive  manufactur 
riddled  the  meas 
with  loopholes.  Co: 
rate  lobbyists  now  h 
to  persuade  senat 
that  the  tax  isn't  w« 
saving,  seeking  to  si 
it  in  favor  of,  perhap 
higher  gasoline  1 
"The  notion  that  we 
going  to  subsidize  n 
ufacturers  [with  n 
exemptions]  to  cor 
for  a  tax  that 
shouldn't  even  h 
makes  no  sense  wha 
ever,"  complains 
tional  Association 
Manufacturers  Pr 
dent  Jerry  Jasinowski. 

Business  will  resist  attempts  in 
Senate  to  push  the  top  corporate 
back  up  to  36%.  The  White  Ho 
alarmed  at  the  rapid  erosion  of  sup 
for  Clinton  in  the  business  commui 
may  even  join  them.  But  saving  the  ) 
riage  won't  be  easy  after  such  a  di 
pointing  honeymoon.  "The  consider 
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will  that  the  President  had,  despite 
skepticism  that  business  normally 
s  toward  a  Democrat,  is  largely 
,"  says  William  T.  Archey  of  the 
Chamber  of  Commerce, 
e  White  House  will  still  fight  to 
the  "fairness"  portions  of  the  tax 
ige — hikes  in  the  top  individual  tax 
to  39.6%,  and  limitations  on  write- 
for  club  dues  and  business  enter- 


tainment. But  the  Senate  is  likely  to  de- 
lay the  effective  dates  for  the  income- 
tax  hikes  from  Jan.  1  to  midyear  or 
beyond,  easing  a  potential  crunch  on 
high-income  taxpayers.  "If  people  sud- 
denly have  to  come  up  with  a  lot  of  cash 
next  April,  it  could  cause  some  problems 
in  the  economy,"  notes  Rudolph  G.  Pen- 
ner  of  KPMG  Peat  Marwick. 
With  the  April  Senate  defeat  of  the 


$16  billion  stimulus  package  still  fresh 
on  their  minds,  White  House  strategists 
are  anxious  to  win  big  on  Capitol  Hill. 
"The  Senate  discussions  offer  a  very 
good  opportunity  to  redefine  and  re- 
establish" the  Clinton  message,  says 
Chief  of  Staff  Thomas  F.  (Mack) 
McLarty  III.  If  that  happens,  no  one  will 
remember  how  painful  the  process  was. 
By  Paul  Magnusson  in  Washington 


TIGATIONSI 


IE  PUSH  TO  PLUG 

AII'S  TECHNOLOGY  PIPELINE 


Administration  is  strengthening  its  efforts  to  stanch  U.S.  exports 


ast  month,  a  group  of  federal 
agents  seized  two  crates  in  a  cav- 
ernous freight  warehouse  at  Port 
ong  Beach,  Calif.  The  cache,  des- 

for  Iran,  was  a  $1.4  million  satel- 
jmmunications  system  harnessed  to 
phisticated  Sun  Microsystems  Inc. 
uter.  Three  days  later,  law-enforce- 

officials  swarmed  the  headquar- 
of  the  equipment's 
lier,  Satellite  Tech- 
*y  Management 

in  Costa  Mesa, 
,  and  carted  off  35 
5  of  documents, 
federal  grand  jury 
,os  Angeles  will 

investigate  wheth- 
e  company  falsely 
ed  it  had  an  0.  K. 

the  Commerce 
.  and,  by  attempt- 

0  deliver  the  com- 
r,  violated  rules 

1  at  stopping  nu- 
proliferation.  On 
2,  the  company 

an  internal  investi- 
n  conducted  by  an 
indent  consultant 
an  attorney  "dial- 
ed the  validity" 
he  government's 
s.  Donald  Weadon 
the  company's 
nington  attorney, 
ts  that  the  ship- 
is  permitted  under 
nerce  rules. 
:t  ban.  Satellite 
nology  is  the  latest 
>t  of  an  accelerat- 
J.  S.  drive  to  block  exports  of  mili- 
ar sensitive  technology  to  Iran, 
k  W.  Deliberti,  director  of  export 
•cement  at  the  Commerce  Dept., 
the  agency  has  165  investigations 
cports  to  Iran  under  way,  a  700% 
ase  from  five  years  ago  and  among 


the  most  directed  at  a  single  country. 
Already,  such  activity  has  led  to  a  flurry 
of  arrests  and  property  seizures  (table). 

Some  cases  involve  the  export  of  mili- 
tary gear,  which  is  strictly  banned  to 
unfriendly  nations  such  as  Iran.  But  the 
campaign,  initiated  by  the  Bush  Admin- 
istration and  stepped  up  sharply  under 
President  Clinton,  also  extends  to  such 


THE  FEDS  CRACK  DOWN 

Some  J 65  companies  are  under  investigation  by  the  U.S.  for  ille- 
gal sales  to  Iran.  Here  are  some  that  it  has  taken  action  against: 

MAY,  1993:  SATELLITE  TECHNOLOGY  MANAGEMENT 

Agents  seize  a  communications  system  awaiting  shipment  to 
Iran.  Commerce  alleges  the  company  had  not  received  licenses 
to  export  the  militarily  sensitive  system.  No  criminal  charges 
have  been  filed;  SCM  says  the  shipment  was  legal. 

APRIL,  1993:  GEORGE  ROSEN,  PRIVATE  INVESTIGATOR 
Rosen  admits  in  court  he  sold  a  polygraph  machine  that  was 
resold  by  a  distributor  to  officials  at  the  Iranian  Mission  in  New 
York  City  without  a  license.  He  is  confined  to  his  house  for  five 
months  and  is  fined  $6,000,  a  sentence  he  calls  excessive. 

JANUARY,  1993:  LUCACH,  IRAN  BUSINESS  MACHINES 

Executives  of  the  two  computer  sales  companies  are  indicted 
on  charges  of  attempting  to  ship  an  IBM  mainframe  to  Iran 
through  Paris.  Commerce  had  denied  an  export  license  be- 
cause the  computer  could  be  used  for  military  purposes. 
The  executives  deny  wrongdoing. 

NOVEMBER,  1992:  AERO  SYSTEMS 
The  airplane  parts  and  service  company  is  convict- 
ed of  illegally  selling  jet  parts  to  Iran.  It  is  fined 
$410,000  and  placed  on  probation  for  five 
years.  The  company  won't  comment. 

DATA:  COMMERCE  DEPT 


TO: 
IRA 


"dual-use"  technologies  as  com- 
puters, chemical  plants,  and  air- 
craft, which  can  be  applied  to  civil- 
ian or  military  purposes. 

The  reason  for  the  crackdown:  in- 
creasing worries  that  Iran  is  restoring 
its  military  capability  and  could  use  its 


new  muscle  to  help  spread  Islamic  fun- 
damentalism and  anti-Western  politics 
throughout  the  Middle  East — and  per- 
haps into  neighboring  former  Soviet  re- 
publics. In  a  May  18  speech,  Martin  S. 
Indyk,  the  National  Security  Council's 
senior  director  for  Near  East  and  South 
Asian  affairs,  warned  that  Iran  could 
exceed  Iraq's  pre-1990  military  power  in 
five  years  if  preventive  steps  are  not 
taken.  "Through  its  active  efforts  to  ac- 
quire offensive  weapons,  Iran  is  seeking 
an  ability  to  dominate  the  gulf  by  mili- 
tary means,"  Indyk  said. 
blankets.  The  efforts  to  stanch  the 
flow  of  goods  to  Iran  has  not  been  wel- 
comed by  U.  S.  exporters,  who  saw  sales 
to  Tehran  soar  to  $747  million  last  year 
from  $55  million  three  years  ago.  The 
aggressive  new  trade  restrictions 
are  expected  to  reverse  that 
growth,  though  exports  of 
some  products  with  pure- 
ly civilian  applications 
still  are  permitted. 

Early  this  year,  for 
instance,  Washington 
blocked  BP-America 
Inc.'s  proposed  sale  of 
chemical-manufacturing 
technology  for  building 
a  $250  million  acrylic-fi- 
ber plant  to  manufac- 
ture clothing  and  blan- 
kets in  Iran.  The  Bush 
Administration  objected 
to  the  license  originally 
granted  by  Commerce 
because  the  plant  would 
produce  as  a  byproduct 
hydrogen  cyanide,  a  le- 
thal gas  that  has  been 
used   as   a  chemical 
weapon.  BP-America,  a 
subsidiary  of  British  Pe- 
troleum Co.,  had  modi- 
fied the  original  proj- 
ect to  control  the 
output  of  the  gas. 
Still,  it  opted  not  to 
reapply  for  a  license 
to  the  Clinton  Ad- 
ministration, the  com- 
pany says,  although  "it 
could  have  meant  $100 
million  in  contracts  for 
BP  and  other  U.  S. 
contractors." 

White  House  offi- 


BUSINESS  WEEK/JUNE  14,  1993  31 


cials  also  are  expected  to  deny  permis- 
sion for  Boeing  Co.  and  General  Electric 
Co.  to  seal  an  estimated  $740  million  deal 
with  Iran  for  as  many  as  20  Boeing  737s 
and  their  GE  engines.  Europe's  Airbus 
Industrie  could  get  the  business  instead. 
"The  only  effect  of  the  policy  is  to  put 
U.  S.  manufacturers  at  a  competitive  dis- 
advantage,"  gripes  Boeing  spokesman 
Thomas  M.  Tripp. 

As  could  be  expected,  the  clampdown 
has  driven  Iran  to  seek  equipment 
through  clandestine  procurement  net- 
works. In  January,  the  U.  S.  government 
indicted  executives  at  Lucach  Corp.  in 
Irvine,  Calif.,  and  Iran  Business  Ma- 
chines in  Costa  Mesa  on  charges  of  at- 
tempting to  ship  an  IBM  mainframe  com- 
puter to  Iran  through  Paris.  Commerce 
Dept.  officials  had  denied  an  export 
license  because  the  big  computer  could 
be  used  in  a  nuclear  program.  A  trial  of 
the  two  principals,  Reza  Zandian,  41,  of 
Iran  and  Paris,  and  Charles  R.  Reger, 
57,  of  Huntington  Beach,  Calif.,  is  sched- 
uled for  this  month.  An  attorney  for 
Zandian,  James  C.  Chalfant,  denies  any 
wrongdoing:  "Evidence  will  show  that 
my  client  never  intended  to  send  the 
computer  to  Iran  without  a  license." 
Reger's  attorney  also  maintained  his  cli- 
ent's innocence. 

not  wavering.  In  spite  of  Washing- 
ton's persistence,  Iran  typically  gets  the 
technology  it  wants.  Tehran,  which 
claims  it  is  merely  rebuilding  defenses 
decimated  in  its  war  with  Iraq,  is  buying 
missile  technology  from  North  Korea 
and  jet  fighters  from  China.  But  it  has 
also  been  a  big  buyer  from  the  former 
Soviet  Union,  purchasing  submarines 
from  Russia  and  eight  antiship  cruise 
missiles  from  Ukraine.  The  missiles,  ca- 
pable of  sinking  aircraft  carriers,  have 
been  deployed  along  the  tanker  routes  in 
the  Strait  of  Hormuz,  according  to  U.  S. 
military  and  intelligence  sources. 

Moreover,  Iran  already  has  active  nu- 
clear and  chemical  arms  programs,  as- 
serts Yossef  Bodansky,  director  of  the 
Republican  Task  Force  on  Terrorism  & 
Unconventional  Warfare.  A  spokesman 
for  Iran's  U.  N.  mission  in  New  York 
denied  that  the  country  is  pursuing  nu- 
clear and  chemical  weapons. 

Still,  the  Clinton  Administration  shows 
no  signs  of  wavering.  Such  resolve  may 
be  a  product  of  the  painful  lesson  the 
government  learned  in  Iraq.  U.  S.  busi- 
ness played  a  major  role  in  arming  Sad- 
dam Hussein — and  those  weapons  were 
used  against  American  Gls  in  Operation 
Desert  Storm.  Washington  is  trying 
mightily  to  ensure  that  American  mili- 
tary and  technological  prowess  stays  on 
the  right  side  of  any  future  battle. 

By  Michael  Schroeder  in  Washington, 
with  Larry  Armstrong  in  Los  Angeles 


DEALS  I 


WHO'S  AFRAID 
OF  AT&T? 


Not  MCI  and  British  Telecom.  Together  they'll  rival  the  giant 


For  years,  the  world's  big  telephone 
companies  have  been  trying  to 
build  up  business  outside  their  se- 
cure home  markets.  But  most  of  the  ef- 
forts have  been  cautious,  if  not  timid. 
Everyone,  it  seemed,  was  waiting  for 
the  other  company  to  make  the  first  ma- 
jor move.  Then,  suddenly,  it  was  done: 
On  June  2,  British  Telecommunications 
PLC  agreed  to  pay  $4.3  billion  for  a  20%- 
stake  in  MCI  Communications  Corp.  Now, 
the  race  is  on  among  telecom  companies 
to  do  similar  deals.  The  goal:  to  become 
one  of  the  giants  that  conquer  the  global 
telecom  market. 

The  partnership  between  British  Tele- 
com and  MCI  clearly  throws  down  the 
gauntlet  to  American  Telephone  &  Tele- 
graph Co.  and  its  rivals  abroad.  Al- 
though AT&T  has  been  making  an  ag- 
gressive push  overseas,  it  still  gets  $59 
billion  of  its  $65  billion  in  revenues  from 
the  U.  S.  Now,  with  one  bold  stroke, 
MCI — AT&T's  longtime  nemesis — gains 
the  kind  of  foreign  foothold  that  has 
long  eluded  its  much  bigger  rival.  And 
with  Britain's  principal  phone  company 
at  its  side,  MCI  suddenly  looks  like  a  very 
powerful  adversary.  "The  combination 
of  the  two  companies  will  be  formida- 
ble," gloats  Iain  D.  T.  Vallance,  British 
Telecom's  chairman. 

25-year  high.  Indeed,  together,  MCI  and 
BT  have  $30  billion  in  revenues — all  in 
telecommunications  services.  That  near- 
ly matches  AT&T's  $39.6  billion  in  service 
revenues.  And  the  deal  puts  $4.3  billion 
in  cash  in  MCl's  coffers.  Analysts  predict 
that  MCI  Chairman  Bert  C.  Roberts  Jr. 
will  use  the  hoard  to  move  into  mobile 
phones,  cable  TV,  and  other  new  growth 
businesses — in  competition  with  AT&T. 
"Without  a  doubt  this  strategic  alliance 
is  the  most  exciting  and  promising  op- 
portunity in  MCl's  25-year  history," 
boasts  Roberts. 

Other  big  telecom  alliances  may  al- 
ready be  in  the  making.  Even  before  the 
BT-MCI  agreement  became  public,  AT&T 
was  moving  to  expand  faster  abroad. 
Late  in  May,  it  announced  nonequity 
agreements  with  five  non-U.  S.  phone 
companies  to  provide  global  service — 
though  the  group,  called  WorldSource, 


lacks  European  partners.  Now,  AT< 
may  move  to  counter  BT  on  its  hori 
turf.  One  possible  ally:  Britain's  Merc 
ry  Communications  Ltd. 

Meanwhile,  other  big  rivals  aren't  lit 
ly  to  stand  idly  by.  Among  those  t 
lieved  to  be  looking  for  partners  a 
France  Telecom  and  Germany's  Dei 
sche  Bundespost  Telekom.  One  like 
U.  S.  ally:  Sprint  Corp.,  the  No.  3  U. 
long-distance  carrier,  which  was  put  at 
disadvantage  by  the  MCl-BT  deal.  "Tl 
battle  lines  are  being  drawn,"  says  Ric 
ard  C.  Toole,  an  analyst  with  Men 
Lynch  &  Co.  "Everybody's  getting  in 
everyone  else's  backyard." 

The  alliance  between  MCI  and  Briti: 
Telecom  is  an  indication  of  how  nun 
the  old  rules  of  global  telecommunic 
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have  changed. 

tice  says  he  first 

•ached  MCl's  late 
McGowan  three 

ago  about  doing  a 

At  first,  the  talk 

jst  of  BT  taking  an 

i  stake  in  the  U.  S. 

my.  The  two  sides 
close  to  agree- 

several  times,  but 

alks  always  fell 

,  says  H.  Brian 

pson,  chairman  of 

nternational,  an 

long-distance  corn- 
Thompson  was 

;ey  negotiator  in 

Iks  in  his  previous 

it  MCI.   A  major 

ig  point:  BT  was 

1  it  would  sour  its 

mship  with  AT&T, 
pays  BT  huge  sums  for  the  com- 

n  of  calls  from  the  U.  S.  to  Britain. 

that.  But  that  worry  started  to 

ish  as  AT&T  became  more  aggres- 

.broad.  Then,  last  year,  MCI  invest- 

Stentor,  a  Canadian  phone  consor- 

argely  owned  by  AT&T  partner  Bell 

la.  Annoyed,  AT&T  invested  in  Bell 

la's  main  rival,  Unitel.  Thompson 

s  that  BT  saw  that  as  a  signal  of  a 

;e  in  the  way  AT&T  dealt  with  inter- 

lal  competition.  The  growing  rival- 


ry began  to  escalate  into  a  feud  when  BT 
asked  U.  S.  regulators  for  permission  to 
link  U.  S.  customers  with  Britain  and 
other  countries — something  only  U.  S. 
carriers  can  do  now.  AT&T  quickly  asked 
British  regulators  for  the  same  0.  K. 

With  the  two  companies  increasingly 
battling  head  to  head  in  each  other's 
markets,  Vallance  decided  to  act.  Earlier 
this  year,  he  ran  into  Roberts  at  a  Paris 
trade  show  and  revived  the  idea  of  a 
deal.  The  talks  soon  got  serious.  "I  think 


ZING  UP  THE  WORLD: 
THE  DEAL  Will  WORK 


WHAT  MCI  GETS 


9%  stake  in  a  joint  networking 
/  that  will  market  communications 
to  multinational  corporations,  plus 
market  in  North  America,  South 
,  and  the  Caribbean. 


3  billion  infusion  of  cash  that  it  can 
ove  into  new  markets  such  as  wire- 
munications. 


ght  to  buy  all  of  British  Telecom's 
sts. 


T  BRITISH  TELECOM  GETS 


of  MCl's  equity.  BT  agrees  not  to 
its  stake  for  1 0  years. 


I  %  stake  in  the  new  joint  global 
ng  company.  BT  will  market  to  all 
e,  Asia,  Africa,  and  the  South  Pa- 
on. 


help  in  turning  around  its  money- 
lanta-based  Syncordia  unit, 
is  global  phone  services  for  major 
ipanies.  Syncordia  will  be  rolled 
lew  joint  venture. 


DATA:  COMPANY  REPORTS  ii 


both  companies  finally 
realized  the  mutual 
benefits  of  the  alliance 
and  how  we  could  make 
it  work,"  Roberts  says. 

Roberts  and  Vallance 
met  several  times,  in- 
cluding once  for  lunch 
at  New  York's  Sky 
Club.  Then  Roberts  dis- 
patched MCI  President 
Daniel  F.  Akerson  to 
London  to  dig  deeper. 
Gradually,  Vallance 
says,  the  type  of  deal 
being  discussed  expand- 
ed into  talk  of  a  broad 
joint-venture  company. 
The  deal  nearly  fell 
through  again  over 
technical  issues  such  as 
stock  valuations.  At  one 
point  Akerson  even 
checked  out  of  his  London  hotel  thinking 
the  deal  had  foundered,  only  to  have  BT 
call  him  back  to  the  table.  Eventually, 
the  trouble  spots  were  worked  through, 
and  the  two  companies'  boards  signed  on 
on  June  1. 

culture  clash.  Now,  they  plan  to  carve 
up  the  globe.  MCI  will  market  phone  ser- 
vice to  multinationals  in  North  America, 
South  America,  and  the  Caribbean,  while 
BT  takes  the  rest  of  the  world  (table). 
They  are  building  on  a  strong  base:  40% 
of  the  world's  top  100  multinationals  are 
based  in  the  U.  S.,  and  13%  are  in  Brit- 
ain. "BT  and  MCI  are  dividing  and  con- 
quering," says  Sean  Phelan,  an  analyst 
with  market  researchers  Yankee  Group 
Inc.  With  cash  burning  in  its  pockets, 
MCI  is  also  expected  to  go  on  a  shopping 
spree  quickly  for  cable,  mobile  phone, 
and  other  assets  in  the  U.  S. 

Can  the  partners  make  their  grand  al- 
liance work?  There  are  problems:  Their 
corporate  cultures  starkly  contrast  with 
one  another,  for  starters.  MCI  is  scrappy 
and  entrepreneurial,  while  stodgy  BT  still 
has  some  characteristics  of  the  British 
postal  system  from  which  it  is  descend- 
ed. BT,  moreover,  has  stumbled  before  in 
the  U.  S.  Disappointments  include  its 
money-losing  Syncordia  Corp.,  which 
runs  global  phone  systems  for  major 
companies.  Then  there's  its  207>  stake  in 
McCaw  Cellular  Communications  Inc., 
which  never  provided  the  entree  to  the 
U.  S.  it  was  supposed  to.  Ironically, 
AT&T's  move  last  November  to  buy  one- 
third  of  McCaw,  including  bt's  stake, 
helps  give  BT  the  cash  for  the  MCI  deal. 

Despite  the  challenges,  the  alliance 
signals  a  new  level  of  competition  in  in- 
ternational telephone  service.  If  MCI  and 
BT  can't  succeed,  there's  little  doubt  that 
others  will. 

By  Bart  Ziegler  in  New  York,  with  Mark 
Lewyn  in  Washington  and  Paula  Dwyer  in 
London 
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iOTraai  revere 


EXECUTIVE  SUITE  I 


MIKE  HARPER  TAKES 
HIS  MAGIC  ACT  TO  RJR 


The  man  who  turned  sleepy  ConAgra  into  a  superstar  faces  a  huge  task 


■  t's  barely  11  a.m.  on  June  1,  his  first 
I  official  day  as  chairman  and  chief 
I  executive  of  RJR  Nabisco  Holdings 
Corp.,  but  Mike  Harper  already  is  in  top 
form.  "It's  really  my  second  day,"  he 
quips  between  briefings  on  operations, 
get-acquainted  sessions  with  key  em- 
ployees, and  meetings 
with  investment  bank- 
ers. "I  worked  on  Fri- 
day for  nothing — and 
that's  what  they  got." 

Actually,  RJR  Nabisco 
got  a  whole  lot  more. 
Wall  Street  analysts  re- 
acted with  some  sur- 
prise to  the  selection  of 
a  65-year-old  semi- 
retired  exec  for  the  top 
job  at  the  food  and  to- 
bacco giant,  vacated 
when  Louis  V.  Gerstner 
Jr.  was  annointed  CEO 
of  IBM  on  Mar.  26.  But 
self-effacement  aside, 
Charles  M.  Harper  may 
prove  an  inspired 
choice.  In  fact,  he  put  in 
12-hour  days  at  Omaha- 
based  ConAgra  Inc. 
And  with  a  series  of 
savvy  acquisitions  and 
aggressive  new-product 
introductions,  he  turned 
the  small,  near-bank- 
rupt grain  processor 
into  the  second-largest 
U.  S.  food  company. 

Welcome  now,  Mr. 
Harper,  to  RJR  Nabisco.  The  problem 
Gerstner  was  hired  to  fix — massive  debt 
from  Kohlberg  Kravis  Roberts  &  Co.'s 
buyout  four  years  ago — has  diminished. 
Instead,  what  RJR  needs  is  a  manager 
with  experience  battling  price  wars  and 
building  market  share  in  both  commod- 
ities and  packaged  goods.  In  particular, 
its  domestic  tobacco  profits  are  plung- 
ing, hammered  by  brutal  discounting  by 
market  leader  Philip  Morris  Cos.  and 
cheap  generic  cigarettes.  For  1993,  rjr's 
net  income,  excluding  extraordinary 
items,  will  dive  19%,  to  $633  million,  fig- 
ures Roy  D.  Burry,  an  analyst  for  Kid- 
der, Peabody  &  Co. 

More  to  the  point,  RJR  Nabisco  as  ear- 
ly as  June  4  will  receive  Securities  & 
Exchange  Commission  approval  to  sell  a 


new  class  of  stock  based  on  the  food 
unit's  operating  profits.  Originally  ex- 
pected to  be  priced  at  $17  to  $19  a  share, 
the  company  had  hoped  to  raise  $1.5  bil- 
lion to  help  repay  debt.  But  now,  with 
food  stocks  slumping,  some  potential 
buyers  are  pressing  RJR  to  sweeten  the 


deal.  "I'm  really  skeptical  about  whether 
I  want  to  participate  in  the  Nabisco  of- 
fering," says  Arthur  Cecil,  an  analyst 
for  mutual  fund  giant  and  RJR  stockhold- 
er T.  Rowe  Price  Associates  Inc. 

That's  one  place  Harper  fits  in.  Henry 
Kravis,  the  KKR  partner 
who  recruited  the  new 
CEO,  says  the  hiring 
wasn't  related  to  the  food 
division  offering.  But 
Harper's  dazzling  finan- 
cial track  record  surely 
will  help  win  the  plan 
credibility  with  inves- 
tors— and  sell  the  issue 
for  KKR,  which  owns  49% 
of  RJR  Nabisco. 

Since    1980,  indeed, 
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ConAgra's  per-share  earnings  have  sh 
up  at  a  compounded  annual  rate  of  ne; 
ly  17% — compared  with  11.5%  for  t 
Standard  &  Poor's  food  group — to 
estimated  $371  million  in  the  fiscal  ye 
ended  May  28,  says  Craig  L.  Cam 
research  director  at  John  G.  Kinnard 
Co.  And  ConAgra's  stock  has  apprecii 
ed  an  average  of  26%  a  year  sin 
Harper  joined  the  company  in  1974. 

A  prime  beneficiary:  KKR,  which  sc 
Beatrice  Co.  to  ConAgra  in  1990.  Harp 
paid  half  of  the  $1.34  billion  purcha 
price  in  ConAgra  stock,  which  gave  Kl 
a  tidy  $336  million  profit  in  18  montl 
That  left  Kravis  impressed:  "[Harper] 
a  hands-on  administrator,  an  extreme 
well-respected  leader, 
builder  of  products  a: 
brands,"  he  says. 

Harper  certain 
doesn't  match  the  slk 
Manhattan-toned  stj 
of  Gerstner  or,  for  th 
matter,  Kravis.  In  fa 
he'll  keep  his  prima 
home  in  Omaha,  prefi 
ring  to  commute  to  t 
company's  bases 
New  York  and  Winstc 
Salem,  N.  C.  He  wea 
unfashionable  shoi 
sleeved  shirts  to  the  < 
fice  and  pilots  smi 
planes  for  fun. 
close  tabs.  But  il 
Harper's  manageme 
style  that  KKR  finds  a 
pealing.  His  pencha 
for  delegating  shou 
fit  well  with  RJR's  c 
centralized  structu 
and  with  the  season 
executives,  H.  Jol 
Greeniaus  and  Jam 
W.  Johnston,  who  he 
its  food  and  tobac 
units.  At  ConAgi 
Harper  set  stiff  fini 
cial  goals,  then  gave  his  managers  vir 
ally  free  rein  to  hit  the  targets.  But 
kept  close  tabs  on  them,  too,  demandi 
weekly  financial  briefings  by  telepho 
and  in  person  from  25  operating-u 
heads  around  the  world. 

Harper,  whose  only  i 
perience  with  tobac 
was  a  two-pack-a-d 
habit  until  he  quit  in  li 
after  a  heart  atta< 
must  fashion  a  strate 
to  rev  up  rjr's  domes 
tobacco  business,  wh 
will  kick  in  47%  of  199 
$3.42  billion  in  operati 
income  and  35%  of  sal 
says  Burry.  Nabisco  a 
will  demand  some  att 
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One  of  the  finest  academic  insti- 
tutions in  the  country  -  the 
University  of  Miami  -  also  has 
one  of  the  best  football  teams. 

But  you  should  really  see 
their  computer  team. 

Led  by  veteran  CIO  Lew 
Temares,  the  University  of 
Miami  Information  Resources 
Department  has  been  racking 
up  some  pretty  impressive 
statistics  of  its  own 
over  the  past  10 
years. 

"Service  levels 
are  at  a  record  high.  f£S? 
Response  time  has    For  The  90s. 
been  cut  in  half  and  we're 
always  on  time  and  under  bud- 
get," says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and 
Computer  Associates  software. 

"Everything  we  do  is  built 
around  CA database  and  sys- 
tems software,"  says  Temares. 

'It  gives  us 


University  of  Miami  CIO 
Lew  Temares,  Ph.D., 
is  on  a  winning  streak 
with  advanced  ca  database 
and  systems  software. 


one  totally 
integrated 
environment 
across  the 
entire 
University. 
And  that 
keeps  all  our  customers  happy. " 

And  the  game  plan  for  this 
year? 

"Same  as  last  year.  Work 
hard  and  play  to  win." 

(aOMPUTER 
StSSOCiATES 

Software  superior  by  design. 


'51  Computer  Associates  International.  Inc., 

One  Computer  Associates  Plaza.  Islandia,  NY  1 1 788-7000. 

1-800-CALLCAI. 


tion.  It's  the  U.  S.  leader  in  cookies  and 
crackers,  but  those  markets  are  flat,  at 
best.  So  Harper  is  likely  to  pursue  more 
acquisitions,  following  Nabisco's  $400 
million  in  purchases  last  year,  and  move 
more  aggressively  overseas. 

Some  investors  even  expect  KKR  to 
cash  out  of  its  RJR  Nabisco  investment 
by  selling  off  parts  or  even  all  of  Na- 
bisco in  the  next  few  years.  KKR,  they 
say,  will  rely  on  Harper  to  revive  the 
holding  company's  stock,  which  has 
nose-dived  50%  since  mid-1992.  "Any 


time  you  have  financial  holders,  they 
keep  looking  at  offers  and  running  the 
numbers,"  says  Patrick  Clegg,  an  ana- 
lyst at  RJR  shareholder  Luther  King 
Capital  Management.  "At  some  point, 
they'll  want  to  sell  more  of  this  thing." 
RJR  and  KKR  won't  comment  on  that  sce- 
nario, and  Harper  himself  says  he  wants 
to  "build  a  great  company."  He'd  better 
move  fast. 

By  Lois  Tkerrien  in  Chicago,  with  Maria 
Mai  lory  in  Atlanta  and  Laura  Zinn  and 
Elizabeth  A.  Lesly  in  New  York 


PERSONAL  COMPUTERS  I 


NOW,  HP 

STANDS  FOR  HOT  PRODUCTS 


Its  snazzy  new  PC  lineup  is  grabbing  the  limelight — and  market  share 


The  buzz  at  the  recent  Comdex  per- 
sonal-computer trade  show  in  At- 
lanta was  all  about  a  whizzy  new 
ultraportable  PC  called  the  OmniBook. 
Due  to  be  introduced  on  June  7,  the 
$2,000  sub-notebook  weighs  just  under 
three  pounds  but  manages  to  offer  a 
full-size  keyboard,  lots  of  data  storage, 
and — in  a  first  for  a  portable — built-in 
popular  software  for  easy  access.  All 
this,  and  it  can  run  up  to  an  amazing  10 
hours  on  four  AA  batteries. 

Must  be  the  latest  from  a  powerhouse, 
say  Compaq  or  maybe  Apple,  right? 
Guess  again.  The  OmniBook  comes  from 
Hewlett-Packard  Co.,  a  perennial  also- 
ran  in  the  PC  business,  known  mainly  for 
its  minicomputers,  workstations,  calcula- 
tors, and  measurement  equipment. 

Suddenly,  HP  is  one  of  the  fastest- 
growing  PC  companies  around.  Although 
its  PCs  have  done  well  in  Europe,  hp's  PC 
sales  in  the  U.  S.  have  been  dismal  until 
recently,  leaving  it  with  just  1.5%  of  the 
world  market.  But  domestic  shipments 


soared  last  year,  to  210,000  from  just 
70,000  in  1991,  according  to  Boston-based 
market  researcher  BIS  Strategic  Deci- 
sions. That's  still  a  long  way  from  the 
570,000  systems  Compaq  shipped  last 
year.  But  BIS  predicts  HP's  PC  shipments 
will  be  78%  higher  in  the  second  half  of 
1993  than  in  the  first  half,  thanks  in 
large  part  to  the  OmniBook.  That  should 
push  HP  onto  the  top  10  list  of  U.  S. 
computer  sellers  for  the  first  time. 
radical  makeover.  The  engineer  of 
this  turnaround  is  Robert  J.  Franken- 
berg,  a  24-year  hp  veter- 
an who  was  named  gen- 
eral manager  of  the 
Personal  Information 
Products  Group  two 
years  ago.  At  the  time,  it 
didn't  seem  an  enviable 
assignment.  Frankenberg 
admits  that  HP  priced  its 
PCs  about  30%  above  av- 
erage, its  distribution 
was  a  shambles,  and  it 
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spent  a  too-long  18  months  bringing 
new  products. 

But  Frankenberg  quickly  lit  a  fire 
der  the  organization.  First,  he  spli 
into  three  divisions:  mobile  produ 
which  includes  HP's  popular  pain- 
computers;  desktops;  and  high-end  si 
ers.  He  also  cut  the  staff  by  40% 
ordered  up  new  products,  with  a 
month  deadline  for  introduction. 

The  changes  began  to  pay  off 
summer,  when  HP  trotted  out  a  low-< 
line  of  PCs,  the  Vectra  486/U  sei 
Sales  skyrocketed,  despite  Frank 
berg's  risky  call  to  sell  only  through 
ditional  dealers,  such  as  MicroAge 
and  ComputerLand  USA,  eschewing 
fast-growing  mail-order  market, 
turned  out  to  be  right  on:  When  Com 
and  IBM — struggling  with  severe  pi 
shortages  and  the  demands  of  mult 
distribution  channels — cut  back  si 
ments  to  dealers,  HP  was  a  well-knc 
brand  the  stores  could  count  on.  Its  b 
selling  line  of  PC  printers  was  well-es' 
lished,  and  its  reputation  for  top-nc 
engineering  made  its  product  an  e 
sell  to  corporate  buyers.  "Despite  I 
past  missteps  in  the  PC  business,  to 
it's  a  hit,"  says  ComputerLand  Presid 
Edward  R.  Anderson. 

The  bottom  line  is  better,  too.  R< 
nues  from  HP's  personal  products  grc 
which  come  mainly  from  PCs,  she 
jump  50%,  to  $1.5  billion  this  year,  Fi 
kenberg  says.  And  PCs  turned  profite 
in  1992,  after  several  years  of  losses 
shipshape.  HP  hopes  to  keep  the  ; 
mentum  going  with  a  batch  of  nifty  r 
products  at  competitive  prices.  On  J 
1,  it  introduced  an  overhauled  Ve( 
line  that  includes  a  unique,  infrared 
nal  that  can  transfer  data  without  a 
ble  to  a  nearby  printer  or  portable  c 
puter.  The  new  Vectras  also  are  the  f 
desktop  PCs  in  the  industry  to  incl 
slots  for  credit-card-size  plug-in  dev 
that  can  contain  modems,  hard  disks 
additional  memory.  These  cards  are  r 
tively  uncommon  now,  but  are  wi( 
expected  to  become  ubiquitous. 

And  then  there's  the  OmniBook. 
lysts  estimate  that  HP  could  sell 
where  from  40,000  to  100,000  units 
year  and  predict  it  will  take  six  moi 
or  more  for  a  rival  to  develop  a  comp 
ble  system.  "HP  seem 
have  a  better  undersfc 
ing  of  what  the 
wants  in  this  market  t 
any  of  its  competito 
says  BIS  analyst 
Henning.  That's  the 
of  buzz  that  HP  h( 
will  make  it  a  poi 
house  in  PCs. 

By  Catherine  Arns 
New  York 


DATA:  BIS  STRATEGIC  DECISIONS 


Risk  has  a  very  long  reach. 


Retirement  planning  has  strikingly 
long-range  effects.  The  risks  you  choose  to 
take  —  or  not  take  —  can  touch  you  ten, 
twenty,  even  thirty  years  from  now. 

It  doesn't  matter  whether  you're 
planning  your  own  retirement  or  doing  the 
planning  for  your  whole  company.  The  risk 
is  just  the  same. 

Some  risk  is  of  a  familiar  species: 
market  risk,  inflation  risk.  But  most  is  more 
exotic:  longevity/mortality  risk,  early  retire- 


ment risk,  investment  allocation  risk. 

Risk,  both  garden  variety  and  exotic, 
is  what  Bankers  Trust  knows  most  about. 
Today,  we've  marshaled  all  our  risk  manage- 
ment skills  to  help  you  deal  with  that  most 
difficult  of  creatures,  the  retirement  plan. 

To  learn  more  about  our  Retirement 
Services,  call  Rich  Mann,  (212)  454-1613. 

Manage  risk  wrong,  and  it'll  reach 
out  and  punish  you.  Manage  it  right,  and  it 
will  bring  you  nothing  but  rewards. 


□  Bankers  Trust  Retirement  Services 


GAMES  I 


VIDEO  GAMES:  IS  ALL  THAT  GORE 
REALLY  CHILD'S  PLAY? 


Violent  games  spark  a  debate  over  ratings 


■  n  video  arcades  across  America,  your 
I  kids  are  pumping  quarters  into  Mor- 

■  tal  Kombat,  a  game  that  features 
characters  vying  for  the  title  of  the 
world's  supreme  street  fighter.  It's  a 
common  enough  theme  in  the  video 
world — but  there's  a  twist.  Mortal  Kom- 
bat's  characters  look  more  like  photo- 
graphic images  than  cartoons,  and  the 
fights  are  for  keeps:  Good  punches  send 
animated  blood  flying.  The  winner  might 
knock  the  loser  off  a  ledge  to  land  im- 


produce  general-audience  games,"  says 
Peter  T.  Main,  vice-president  for  market- 
ing for  Nintendo  of  America  Inc.  "A 
rating  system  is  not  acceptable." 

Most  video  games  today  are  indeed 
tame,  especially  compared  to  movies  or 
TV.  To  ensure  that  games  do  not  contain 
racist,  sexist,  sexual  or  "overly  graphic" 
violence,  Nintendo  and  Sega  both  impose 
guidelines  on  their  own  products  and 
ones  from  outside  developers.  Sega  says 
it  will  continue  to  exercise  restraint.  The 


older.  James  Stewart,  a  19-year-old  pi 
ing  Mortal  Kombat  in  a  San  Franci: 
arcade,  enjoys  the  fact  that  "it  does 
look  fake.  It's  a  lot  more  real  with 
the  blood  and  stuff." 

The  question  now  is  whether  childi 
should  have  access  to  that.  Parker 
Page,  president  of  the  Children's  Ten- 
sion Resource  &  Education  Center, 
consulting  group,  says  that  the  f 
studies  done  on  the  effects  of  interact 
games  on  kids  suggest  that  after  pi 
ing  violent  video  games,  kids  play  mi 
aggressively  on  the  playground  tl 
those  who  had  played  less  violent  oi 
or  none  at  all.  "I  don't  think  anybod 
going  to  find  the  effects  [of  viol 
games]  to  be  positive,"  says  Page. 

Video  games  are  also  getting  mi 
sexual  in  nature.  In  Sega's  CD-bai 
Night  Trap,  for  example,  teenage  g 
at  a  pajama  party  are  abducted  by  z( 
bies.  The  British  Board  of  Film  Class 
cation  has  banned  sales  of  the  game 
kids  under  15,  and  Toys  'R'  Us  I 
won't  sell  it  in  Britain  and  Canada. 
"WHERE'S  the  blood?"  For  now,  the 
sue  is  mainly  violence.  Even  Ninten 
which  says  two-thirds  of  its  consum 
are  under  15,  approved  distribution 
Street  Fighter  II,  which  features  a  fig 
er  gnawing  on  an  opponent's  he 
There's  demand  for  more  violent  spo 
games  as  well.  Bing  Gordon,  senior  vi 
president  at  game  maker  Electronic  A 
Inc.,  says  he  recently  tested  a  new  ho 
ey  game  with  25-year-olds.  "They  ss 
'Where's  the  blood?'  " 
But  is  a  ratings  system  the  answi 
Nintendo  critici; 


MORTAL  KOMBAT  ALLOWS  PLAYERS  TO  TEAR  HEADS  OFF  OPPONENTS'  NECKS 


HOW  SEGA  WOULD 
RATE  VIDEO  GAMES 

GA  (General  Audiences)  No  fight- 
ing games  or  "life  scenarios,"  such 
as  sexually  suggestive  situations, 
allowed. 


paled  on  a  spike,  or  rip  out  a  still-pulsing 
heart  by  hand,  or  tear  off  the  opponent's 
head  and  hold  it  up  victoriously,  the  spi- 
nal cord  dangling  from  its  neck. 

This  ain't  the  Mario  Brothers.  But 
Mortal  Kombat  may  be  joining  them  in 
your  living  room  soon.  Acclaim  Enter- 
tainment Inc.  is  working  on  versions  for 
the  Sega  and  Nintendo  game  systems. 
heated  debate.  The  home  edition  proba- 
bly won't  have  all  the  gore  of  its  arcade 
counterpart.  Nonetheless,  the  graphic  vi- 
olence has  launched  a  heated  debate 
among  video-game  makers.  Sega  of 
America  Inc.,  anticipating  the  criticism 
Mortal  Kombat  could  touch  off,  has  said 
it  will  initiate  a  self-imposed  rating  sys- 
tem (table).  Nintendo  Co.  has  condemned 
Sega's  scheme  as  a  self-serving  way  of 
tolerating  sex  and  violence.  "We  want  to 


ratings  system  "is 
not  a  license  for  por- 
nography or  exces- 
sive violence,"  says 
Ellen  B.  Van  Buskirk, 
a  director  of  market- 
ing at  Sega. 

But  a  ratings  sys- 
tem may  be  a  way  of 
pushing  the  bound- 
aries outward.  That 
may  be  inevitable  be- 
cause of  games  such 
as  Mortal  Kombat. 
Live-action  video 
technology  makes  graphic  violence  more 
realistic.  And  these  games  are  attracting 
older  audiences.  Some  70%  of  those  who 
play  the  most  advanced  Sega  system, 
the  one  with  a  built-in  CD  drive,  are  18  or 


MA- 13  (Teens,  13  to  17)  Some 
mayhem  permitted,  but  no  decapi- 
tations and  other  "graphic"  vio- 
lence. Adult  themes  such  as  vio- 
lence and  crime  must  involve  only 
cartoon  characters. 

MA- 17  (Adults  Only)  More  graph 
ic  violence  and  adult  themes  in- 
volving "real"  filmed  characters  al 
lowed.  Still  prohibited:  Very 
graphic  killings,  nudity,  and  ethnic 
and  other  stereotypes. 

DATA.  COMPANY  REPORTS 


Sega's  scheme 
cause  it  claims  Sc 
could  cheat  on  a  i 
ing  system  it  contr 
itself.  For  its  pi 
Sega  says  it  ! 
proached  softwj 
and  film  organi 
tions  about  an  in 
pendent  scheme  i 
found  no  takers. 

Some  video-ga 
makers  are  prepa 
to  forge  a  comn 
solution.  "If  peo 
won't  regulate  th< 
selves,  we  sho 
have  some  sort  of  i 
ing  system,"  says 
seph  P.  Morici,  ser 
vice-president  of  C 
Com  USA  Inc.,  ma 
of  Street  Fighter 
Indeed,  as  adults  join  in  on  the  vie 
game  craze,  ratings  are  probably  as 
evitable  as  your  kids  begging  for  Moi 
Kombat  by  next  Christmas. 

By  Richard  Brandt  in  San  Franc 
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HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICAS 
BELLS  RINGING. 


We've  learned  some- 
thing over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 

Hb?        existing  ones.  Even  more  than  technology,  it  takes 
vv 

ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow 
ing.  qD    Fujitsu  technology  and  timing  made 
the  first  self-healing  SONET  fiber  optic  ring  net- 
ork  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
one.  And  made  America's  first  high-bandwidth  Bf  F"^^^^& 
vivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
vice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
isolete.  qD   When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
'st  switching  system  capable  of  handling  everything  from  narrowband 
y/oice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qD    Matching  resources  with  resource- 
fulness has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
f  Bells  ring. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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BEVERLY  HILLS  BUST 

Brenda  and  Brandon  of 
television's  Beverly  Hills 
902)0  have  finally  grad- 
uated from  high  school.  But 
will  their  parents  feel  flush 
enough  to  foot  the  college 
bill?  In  real  life,  the  median 
price  of  a  home  in  this  plush 
Zip  Code  has  plunged. 


MEDIAN  HOME 
PRICE  IN  90210 
ZIP  CODE 


0  i  iii 

JAN.  '92  JAN.  '93 

▲  MILLIONS  OF  DOLLARS 

DATA:  OATAQUICK  INFORMATION  SYSTEMS  INC. 


OH  WHAT  A  HEADACHE 
AT  SYNTEX 


►  It's  a  good  thing  Syntex 
makes  painkillers.  On  June  2, 
company  execs  got  the  bad 
news:  An  advisory  committee 
to  the  Food  &  Drug  Adminis- 
tration recommended  that 
Syntex'  flagship  product,  the 
popular  arthritis  drug  Napro- 
syn, not  be  approved  for 
over-the-counter  use.  Syntex 
stands  to  lose  big  in  Decem- 
ber, when  Naprosyn,  a  bil- 
lion-dollar drug,  goes  off  pat- 
ent. The  company  had 
teamed  up  with  Procter  & 
Gamble  hoping  to  sell  Napro- 
syn without  a  prescription, 
but  the  FDA  committee  had 
concerns  over  the  lack  of 
data  demonstrating  that  the 
drug  is  safe  in  OTC  doses. 
Given  Syntex'  nearly  empty 
new-product  pipeline,  this  set- 
back sets  it  way  back. 


*\PPLE  WON'T 
SAY  UHCLE 


►  A  lot  of  companies  would 
have  packed  it  in  by  now.  But 
not  Apple  Computer.  On 
June  1,  U.  S.  District  Judge 


Vaughn  Walker  said  he  will 
issue  a  ruling  giving  the 
heave-ho  to  Apple's  latest 
claims  that  software  by  Mi- 
crosoft and  Hewlett-Packard 
copied  the  "look  and  feel"  of 
the  Macintosh.  That  should 
have  spelled  the  end  of  a  tu- 
multuous, five-year  battle 
that  has  cost  all  three  compa- 
nies millions.  But  Apple  vows 
it  will  try  to  take  its  case  to 
appellate  court.  "We  think  it 
is  important  that  innovative 
graphical  computer  works  re- 
ceive the  protection  to  which 
they  are  entitled  under  the 
copyright  law,"  says  Edward 
Stead,  Apple's  general  coun- 
sel. Meanwhile,  Microsoft 
and  HP  are  celebrating — and 
planning  to  ask  the  courts  to 
order  Apple  to  pay  their 
"many  millions  of  dollars"  in 
legal  costs. 


RHOHE-POULEHC 
PLUHGES  INTO  BIOTECH 


►  Pharmaceutical  outfit 
Rhone-Poulenc  Rorer  will 
boost  development  of  gene 
and  cell  therapies  when  it 
takes  a  controlling  stake  in 
Applied  Immune  Sciences,  a 
cell-therapy  pioneer.  RPR  was 
scheduled  to  announce  on 
June  3  that  it  plans  to  invest 
$113  million  in  the  nine-year- 
old  Santa  Clara  (Calif.)  com- 
pany for  a  37%-  interest. 
RPR's  holdings  could  grow  to 
60%  by  the  middle  of  1997. 
The  companies  hope  to  jointly 
open   cell-therapy  centers 


WHEN  WILL  ROSEANNE  HAVE  HER  OWN  CARD1 


Once,  there  was  the  Elvis  Pres- 
ley MasterCard.  Now,  it's  . . .  the 
Louis  Rukeyser  card?  The 
430,000  well-heeled  members  of 
the  starchy  Wall  Street  Week 
host's  investment  club  soon  will 
be  offered  their  very  own  no- 
fee,  low-rate  Louis  Rukeyser 
Wall  Street  Club  gold  Master- 
Card. 

Rukeyser's  offering  joins  an 
ever-widening  array  of  cards,  in- 
cluding one  from  another  TV  financial  celeb,  Charles  J.  Give 
Givens,  author  of  More  Wealth  Without  Risk,  currently  la< 
a  certain,  oh,  exclusivity.  But  only  members  can  apply  for  i 
Rukeyser  card,  and  for  the  brokerage,  stock  quotation,  a 
long-distance  phone  services  that  will  be  announced  in  Ju 
What  they  won't  get,  disappointingly,  is  Rukeyser's  visage 
the  card  itself.  That  precludes  an  otherwise  inevitable  Eh 
like  debate  among  devotees:  Should  it  be  the  young  Lou  or  I 
old  Lou?  Rukeyser  didn't  return  calls. 


worldwide,  using  techniques 
developed  by  Applied  Im- 
mune that  are  still  in  clinical 
testing  and  not  yet  approved 
by  U.  S.  regulators.  One 
promising  technique:  taking 
blood  or  bone-marrow  cells 
from  cancer  and  aids  pa- 
tients, treating  them,  and 
then  reinfusing  them  in  the 
patients  to  restore  health. 


SUDDEN  EXIT 
ATTAMBRANDS 


►  The  chairman  and  CEO  of 
Tambrands,  Martin  Emmett, 
abruptly  resigned  his  post  on 
June  1,  a  day  before  the  com- 
pany announced  that  earn- 


ings  for  1993  are  expected 
fall  significantly  short 
1992's  more  than  $3  a  sha 
Heavy  price  increases  and 
creased  competition  have  1 
Tambrands,  maker  of  Ta 
pax  tampons,  with  flat  m 
ket  share.  Tambrands  clos 
at  42%  on  June  2,  down  3 
from  its  52-week  high 
697/s.  Howard  B.  Wentz, 
Tambrands  board  meml 
since  1985,  was  named  tc- 
porary  chairman. 


CRAY  COMPUTER: 
THE  CASH  IS  COMING 


►  He  hasn't  sold  a  compu 
yet,  but  at  least  now  S 
mour  Cray  has  the  money 
keep  trying.  Cash-starv 
Cray  Computer  will  take 
up  to  $33  million  from  a  j 
vate  stock  offering  on  Ji 
11.  The  money  should  keej 
humming  for  at  least  c 
more  year.  The  supercc 
puter  genius  himself  will 
vest  $5  million,  and  30  l 
identified  institutions 
offshore  investors  amo 
them — are  buying  in,  ti 
Without  the  boost,  Cr 
Computer — not  to  be  c< 
fused  with  well-establisf] 
Cray  Research — would  ha 
been  forced  to  close  its  doc 
for  good  before  the  end 
summer. 
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Introducing  the  first  watch 
you  can  wear  with 
a  wetsuit  and  tie. 


chronograph,  rotating  elapsed-time  bezel,  countdown  timer  and  a  stunning,  two-tone  stain-  _ 

US  OPEN  less-steel  bracelet,  you  can  do  a  couple  of  things.  You  can  take  that  watch  to  %p  V_>1  1  1  /  *  K  1\ 

M^ry   town.  Or  hit  the  water  and  take  it  down  Citizen  is  proud  to  have  been  nBftllMCTFll 

<MT  7    selected  as  the  official  timer  of  the  U.S.  OpenTennis  Championships.  ■  Hlf  ItiflD  I  til 


JCPenney 

SELECTED  LOCATIONS 


This  is  a  line. 


To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


To  others,  it  is  a  point  where  the  past  is  abandoned  in  favor  of  the  future. 


fcx<0 


The  new  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 


and  crossed  the  lin 


Wind  in  the  face.  Steering  with 
the  throttle.  Shift  levers  that  had 
to  be  persuaded  into  - 
first.  More  power 
than  brakes.  Heaters  that  only- 
worked  when  the  sun  shined. 

Sports  Cars.  For  decades  drivers 
wrinkled  their  suits  and  burned  their 
shoes  to  experience  the  irony  of  how 
so  many  shortcomings  added  up  to 
so  much  driving  pleasure.  But  now 
there's  a  new  kind  of  sports  car 
dedicated  to  the  proposition  that 


performance  and  civilized  driving  do 
not  have  to  be  mutually  exclusive. 

The  revolutionary 
new  Toyota  Supra. 
The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter.  24-valve 
inline-6  with  twin-sequential 
turbochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And.  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixtv  in  4.6  seconds* 


Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brakei 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure" 
and  location  of  your  nearest  dealer.  | 

"I  love  what  you  do  forme's 
® TOYOTA 


£  1993  Tovota  Motor  Sales,  USA,  Inc.  Buckle  L"p!  Do  it  tor  those  who  love  you  *Cot  and  Dmrr,  March  199i  ••Always  use  vour  seaibeh.  Dmer-  and  passenger -side  air  bags  are  a  supplemental  restraint  system. 


EDITED  BY  STEPHEN  H.  WILDSTROM 


LL  THE  PRESIDENT'S 
OTZENJAMMER  KIDS 


I  hat  flaming  object  flashing  past  your  window  is  not  Hal- 
ley's  comet.  It's  Bill  Clinton,  heading  with  breathtaking 
speed  toward  record  lows  in  his  popularity.  As  a  re- 
the  White  House  has  plunged  deep  into  a  uniquely  Clin- 

sque  invention:  The  perpetual,  multitiered,  rolling  staff 

janization. 

s  not  a  pretty  sight.  As  a  governor  and  a  Presidential 
)aigner,  Clinton  was  constantly  supplanting  aides  with 
:omers.  Hardly  anyone  got  fired,  and  the  top-heavy  struc- 

lurched  from  crisis  to  crisis— while  somehow  serving 
on's  needs.  Again,  Clinton  is  rushing  in  reinforcements, 
le  turmoil  is  further  cooling  CEOs' 
r  for  the  Administration.  "It's 
tening  to  watch,"  says  David  R. 
:wam,  chairman  and  CEO  of 
•lpool  Corp.  "It's  an  organization- 
sue.  Clinton  badiy  underestimat- 
le  complexity"  of  Washington, 
■ue,  but  at  least  the  President 
credit  for  realizing  the  problem, 
ignaled  a  move  back  to  the  cen- 
iy  hiring  Washington  veteran  Da- 
}ergen,  a  savvy  insider  who  put 
spit-shine  on  Reaganomics,  as 
nunications  czar.  Other  changes 
n  the  works,  and  when  Clinton  is 
,  he'll  have  a  three-tiered  setup  that  may  look  like  this: 
awnups.  Given  the  job  of  repackaging  Clinton  as  a  "New 
ocrat,"  Gergen  will  lead  frustrated  Administration  cen- 
s.  But  he'll  have  to  share  power  with  Chief  of  Staff 
nas  F.  "Mack"  McLarty  III,  who  will  spend  much  of  his 

lobbying  Congress,  where  he's  liked  more  than  Clinton, 
i  no  mistake,  though,  McLarty's  star  has  dimmed.  He  may 

operational  decisions  to  Harold  Ickes,  a  New  York  attor- 
uiown  for  his  take-no-prisoners  management  style.  Nego- 
•n  on  Ickes'  role  and  arrival  date  are  under  way. 
ie  result,  if  Ickes  signs  on,  would  be  a  power-sharing 
d  that  harkens  back  to  Ronald  Reagan's  first-term  "trium- 


virate." But  unlike  the  generally  conservative  trio  of  James  A. 
Baker  III,  Michael  K.  Deaver,  and  Edwin  Meese  III,  Clinton's 
triad  is  made  up  of  ill-fitting  parts:  Gergen  backs  rightist 
policies,  McLarty  straddles  the  middle,  and  Ickes  hovers  out  in 
far  left  field.  "Pure  Clinton,"  sighs  a  Democratic  pol.  "He 
throws  incompatible  people  together  and  assumes  it'll  work." 
■  Walking  wounded.  Ex-message-meister  George  Stephan- 
opoulos,  banished  to  the  netherworld  of  "long-term  strate- 
gy," remains  an  influential  adviser.  McLarty  deputy  Mark  D. 
Gearan,  seen  as  over  his  head  in  that  post,  will  assume  new 
duties  jawboning  mayors  and  governors.  And  Chief  Counsel 
Bernard  J.  Nussbaum,  whose  clumsy 
intervention  in  Travelgate  tarred 
Clinton,  may  be  reined  in  by  White 
House  topsiders. 

■  Casualties.  Some  aides  could  see 
their  clout  curbed.  Government  liai- 
son chief  Regina  Montoya,  accused 
of  failing  to  sell  Clintonomics  at  the 
grass  roots,  may  depart.  And  Politi- 
cal Director  Rahm  Emanuel  will  see 
a  veteran  operative  imposed  over 
him.  A  fund-raising  whiz,  Emanuel 
is  "very  weak"  as  a  strategist,  ac- 
cording to  a  top  Democratic  official. 
Viewing  the  White  House  turmoil 
with  trademark  serenity  is  McLarty,  a  former  executive  who 
is  struggling  in  his  role  of  tempering  Bill  Clinton's  enthu- 
siasms. Confident  that  the  President's  fortunes  will  recover 
when  his  new  team  gels  and  Congress  approves  his  budget, 
McLarty  insists  Clinton  Inc.  is  a  long  way  from  Chapter  11.  "If 
you  looked  at  us  as  a  business,  considering  our  accomplish- 
ments, we'd  be  quite  successful." 

That's  a  tough  sell.  Says  Republican  Richard  E.  Sabourin, 
CEO  of  BesTop  Inc.,  a  Colorado  auto  parts  manufacturer:  "If 
you  play  politics  all  the  time  and  don't  have  priorities,  you're 
going  to  drown  in  your  own  soup."  Spoon,  anyone? 

By  Lee  Walczak  and  Susan  B.  Garland,  with  bureau  reports 


ITALWRAPUPI 
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/hile  plunging  popularity  and 
White  House  turmoil  may  be 
ling  Bill  Clinton  back  toward  the 
:er,  a  new  poll  suggests  that  when 
omes  to  health-care  reform,  bold- 
;  is  best.  The  survey,  sponsored  by 
Robert  Wood  Johnson  Foundation, 
id  that  85%  of  Americans  feel  "ma- 
changes"  or  a  "complete  overhaul" 
ie  health-care  system  is  necessary, 
idoxically,  55%  of  those  surveyed 
the  nation  spends  too  little  on 
th  care,  yet  54%  said  the  biggest 
)lem  facing  the  system  is  high 
s.  And  by  a  39%-to-31%  margin, 
ondents  favored  government  con- 


trols over  competition  as  the  best  way 
to  keep  down  costs.  The  poll  found 
that  Americans  were  willing,  by  a  mar- 
gin of  2  to  1,  to  pay  higher  taxes  to  in- 
sure health  care  for  all.  The  favorite 
levies:  stiff  tax  hikes  on  alcohol  and 
cigarettes  and  a  new  tax  on  doctors, 
hospitals,  and  insurers. 

ECOLOGY  

Interior  Secretary  Bruce  Babbitt  is 
learning  that  even  universal  praise 
for  an  idea  isn't  enough  to  get  it  past 
bureaucratic  barricades.  Babbitt  won 
kudos  all  around  when  he  proposed  a 
National  Biological  Survey  to  identify 
and  catalog  all  living  creatures  and 
help  produce  more  rational  environ- 


mental-protection policies.  But  the  plan 
is  encountering  resistance  at  Interior's 
Fish  &  Wildlife  Service:  It  fears  that 
the  new  project  will  staff  up  quickly  by 
grabbing  the  service's  best  scientists. 

INSIDE  THE  BELTWAY  

Could  it  be  a  leading  indicator? 
Washington  real  estate  agents  are 
grousing  that  most  of  the  young  Clin- 
tonites  who  have  flocked  to  Washing- 
ton are  renting,  rather  than  buying, 
homes.  It  may  be  sticker  shock,  since 
prices  in  the  capital  are  among  the  na- 
tion's highest.  Or  it  may  be  that  given 
all  the  turmoil  in  the  White  House, 
aides  aren't  sure  just  how  long  they'll 
be  needing  Washington  housing. 


;ton  outlook 
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[LARRY,  MOE  &  CURLY] 


[RHYTHM  &  BLUES] 


[MICROSOFT  EXCEL,  WORD,  POWERPOINT  &  MAIL] 


[ROY  &  TRIGGER] 


[BACON,  LETTUCE  &  TOMATO] 


[FRED  &  ETHEL] 


[WILBUR  &  ORVILLE] 


SOME  RELATIONSHIPS 
JUST  WORK  PERFECTLY. 


It's  not  just  that  some  of  the  best 
software  for  Windows"  comes  in  a 
single  box.  (It's  called  The  Microsoft 
Office  for  Windows  and  includes 
Microsoft  Excel,  Word,  Mail  and 
PowerPoint  presentation  graphics.) 

The  point  is,  all  of  this  software 
works  together  on  your  comput- 
er. Smoothly.  Intuitively.  So  you  can 
concentrate  on  your  work. 

For  example,  you  can  write  a  re- 
port using  Word,  then  cut  and  paste 
a  chart  from  a  Microsoft  Excel 
spreadsheet  right  into  your  text.  The 
finished  document  will  look  just 
how  you  expected  it  to.  No  surprises. 

With  Mail,  you  can  also  send 
your  report  over  to  the  corner  office 
for  comments.  Or  use  PowerPoint 
to  create  handouts  for  a  big  meeting. 

And  once  you  know  one 
Microsoft  program,  you're  well  on 
your  way  to  knowing  them  all. 
Even  the  first  time,  things  will  look 
reassuringly  familiar.  Menus  and 
toolbars,  for  instance. 

The  Office  is  designed  to  meet 
your  essential  business  needs, 
with  programs  that  work  together 
like  they  were  meant  for  each  other. 

Like  pen  &  paper.  Or  Romeo  & 
Juliet.  Well,  you  get  the  idea. 


tiaosoft 

Making  it  easier 


©  1993  Microsoft  Corporation.  All  rights  icscrved  Printed  in  the  USA.  In  the  SO  United  States,  call  (SOU)  426-9400,  Dept.  KA2,  customers  in  Canada,  call  (S00I  563-9048;  outside 
the  SO  United  States  and  Canada,  call  (2061  936  8661.  Microsoft  and  PowerPoint  are  regisrercd  trademarks  and  Windows  and  rhc  Windows  logo  are  trademarks  of  Microsoft 
Corporation.  Roy  &  Tnggcr  courtesy  of  Roy  Rogers  Enterprises;  Omlle  &  Wilbur  Wnghr  licensed  by  The  Roger  Richman  Agency,  Inc.,  Beverly  Hills,  California;  LARRY,  MOE  & 
CURLY"  and  THE  THREE  STOOGES"  are  ttademarks  of  Norman  Maurer  Productions,  Inc. 
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CHINA  I 


AN  OVERHEATED 
MARKET  IN  REAL  ESTATE 
IS  AN  OMINOUS 
SIGN  OF  CHINA'S 
RUNAWAY  GROWTH 


■  .- 


X 


INFLATION  HAS  CHINA 
RUNNING  SCARED 


Authorities  fear  that  unrest  on  the  scale  of  1989  may  erupt 


After  two  years  of  double-digit 
growth,  Beijing  technocrats  will 
have  a  hard  time  convincing  real 
estate  developer  Zheng  Yufeng  that  it's 
time  for  the  Chinese  economy  to  cool 
off.  An  executive  at  Shenzhen  Huapeng 
Properties  Co.,  Zheng  also  is  a  general 
in  the  Armed  Police.  Talk  that  Beijing 
will  clamp  down  on  bank  lending  to  the 
red-hot  property  sector  doesn't  worry 
Zheng,  who  has  government  friends 
with  access  to  cheap  loans.  Even  Shenz- 
hen's heavy  traffic  doesn't  bother  him. 
When  cars  start  to  slow  Zheng  down,  he 
simply  speeds  his  Mercedes  600  through 
a  bicycle  lane. 

Getting  China's  "red  capitalists"  to 
play  by  the  government's  rules  has  be- 
come a  serious  challenge  for  Beijing. 
Communist  Party  General  Secretary 


Jiang  Zemin  is  warning  colleagues  that 
China  faces  serious  instability  if  it  can't 
contain  runaway  growth.  Jiang  is 
spooked  by  double-digit  inflation,  an 
overheated  real  estate  market,  a  new 
trade  deficit — and  officials  such  as 
Zheng  who  aren't  listening  to  their  supe- 
riors in  Beijing.  The 
leadership's  biggest  fear 
is  that  the  superheated 
economy  could  help 
spark  demonstrations 
similar  to  those  that 
erupted  during  the  1989 
democracy  movement. 
Those  protests  led  to  the 
Tiananmen  Square  mas- 
sacre and  the  downfall 
of  Zhao  Ziyang,  Jiang's 
predecessor. 


4ft  FU  KINF<,c  /II  IMF 


THE  RENMINBI 
SLIDES 


Efforts  to  gain  control  of  the  econor 
are  being  complicated  by  the  latest  po 
er  struggle  in  Beijing.  Premier  Li  Pei 
hasn't  been  seen  since  late  April.  1 
reportedly  has  suffered  a  heart  atta< 
and  rumors  abound  that  the  hardliner 
now  being  ousted  from  power.  Li  repoi 
edly  angered  Deng  Xiaoping  by  dj 
agreeing  with  the  paramount  leade 
demands  for  faster  growth.  With  Denj 
blessing,  the  economy  grew  14%  in  t 
first  quarter,  fueling  a  burst  of  inflatk 
After  three  years  of  stable  prices,  t 
inflation  rate  is  approaching  20%  in  0 
na's  biggest  cities. 

heavy  toll.  While  it  faces  the  possifc: 
ty  of  political  tension  over  inflation 
home,  Beijing  also  has  to  worry  abc 
the  repercussions  with  its  trading  paw- 
ners. The  surge  in  prices  has  taken  ? 

toll  on  China's  curren, 
the  renminbi  (chart).  1p 
semi-official  exchanp 
rate  for  the  renmiiji 
has  decreased  10%  in  ip 
past  five  months.  Ths 
an  ominous  sign  to  p 
cymakers  in  Washii 
ton,  already  angered 
an  $18.3  billion  tn 
deficit  with  China  1 
year.  On  May  25, 
U.  S.   Treasury  De; 


▲  CENTS 


DATA-  U  S  TREASURY  DEPT.  BW 


INTFRN ATION A!  BU" 


HONG  KONG 


SPRING  THAW 
IN  HONG  KONG 

The  Chinese  are  cooperating 
with  business,  which  is  thriving 


that  China  is  depressing  the  ren- 
i  to  impede  imports.  The  currency 
aations  are  hurting  some  U.  S.  ex- 
rs.  "Most  customers  are  holding 
until  they  know  how  low  the  ren- 
i  will  go,"  says  Michael  C.  Y.  Lung, 
Chemical  Co.'s  general  manager 
Ihina. 

t  even  a  lower  renminbi  is  not  help- 
mprove  China's  overall  trade  pic- 
The  country's  current-accounts  sur- 
an  impressive  $13.3  billion  in  1991, 
nore  than  halved  in  1992  as  imports 
erything  from  steel  to  stereos  to 
y  cars  far  outstripped  the  20% 
th  in  exports.  For  the  first  four 
hs  of  1993,  China  reported  its  first 

deficit  in  four  years,  $1.7  billion, 
i  in  the  estimated  $5  billion  to  $8 
i  in  smuggled  foreign  goods,  notes 

Seng  Bank  senior  economist  Joann 
and  China's  trade  deficit  looks  even 

serious. 

1  problem,  Chinese  officials  say, 
that  imports  are  out  of  control.  It's 
state  enterprises,  which  receive  80% 
nk  loans,  are  stashing  hard  curren- 
real  estate  and  securities  in  Hong 
and  the  U.  S.,  rather  than  putting 
x>  export-oriented  manufacturing, 
al  flight  last  year  soared  by  two- 
>,  to  $30.5  billion,  according  to  the 
al  China  Daily. 

ile  the  strains  in  China's  economy 
serious,  the  situation  today  isn't 
Y  as  bad  as  in  1989.  Consumer 
;  are  plentiful,  and  the  income  of 
urban  dwellers  is  keeping  pace 
inflation.  Free-market  reforms, 
I  have  boosted  competition  and  un- 
id  prices  of  most  goods  in  the  past 
ears,  are  likely  to  make  the  swing 
boom  to  bust  less  severe. 
•  knuckles.  Yet  managing  a  soft 
ig  for  the  economy  will  be  difficult 
>t.  Jiang's  exhortations  aside,  Bei- 
main  tool  for  restraining  growth  is 
itrol  over  the  banking  system.  The 
ce  Ministry  has  been  urging  a 
down  on  bank  lending  to  slow  the 
nnual  expansion  in  money  supply, 
lat's  a  tall  order  when  half  of  Chi- 
snding  is  now  believed  to  be  done 
cal  banks  and  foreign  investors, 
re  outside  the  confines  of  the  state 
ig  system. 

at  really  worries  China-watchers  is 
)eng  Xiaoping,  after  so  many  de- 
of  political  warfare,  seems  to  view 
,tempt  to  slow  growth  as  an  attack 
reforms.  "There  should  be  a  tight- 
of  the  growth  in  money  supply 
says  a  Western  economist  in  Beij- 
ut  until  Deng  agrees,  white-knuck- 
chnocrats  can  only  hope  the  frail 
rch  will  take  his  foot  off  the  accel- 
before  China  veers  out  of  control. 
Pete  Engardio  in  Hong  Kong,  with 
Lindorff  in  Shenzhen  and  Lynne 
in  Beijing 


Last  winter,  Hong  Kong  had  a  grave 
case  of  the  chills.  As  Governor 
Christopher  Patten  pushed  to  lock 
in  democratic  reforms  before  the  Chi- 
nese takeover  in  1997,  the  colony's  fu- 
ture overlords  in  Beijing  lashed  out  re- 
lentlessly, slamming  Patten  as  an 
imperialist  meddler  and  blocking  one 
commercial  deal  after  another.  China's 
outbursts  shook  business  confidence  in 
the  colony.  In  one  week  in  December, 
the  Hong  Kong  stock  market  plummet- 
ed, losing  17%  of  its  value.  Says  a 
senior  Hong  Kong  official:  "The  Chinese 


abuse  machine  was  at  its  very  zenith." 

Six  months  later,  the  machine  is  off. 
Relations  between  Britain  and  China 
have  quietly  taken  a  turn  for  the  better, 
as  Beijing  seems  ready  to  compromise 
on  economic  issues.  Talks  on  construct- 
ing Hong  Kong's  new  airport  resume 
early  this  month,  after  a  seven-month 
hiatus.  The  British  and  Chinese  will  also 
meet  in  mid-June  for  a  fifth  round  of 
talks  on  Hong  Kong's  future.  And  Beij- 
ing has  signed  off  on  three  major  pro- 
jects that  straddle  1997. 

The  Chinese  mood  swing,  combined 
with  the  U.  S.  decision  to  renew  China's 
most-favored-nation  trade  status,  is  giv- 
ing Hong  Kong's  economy  a  big  lift.  The 
stock  market  index  hit  seven  record 
highs  in  recent  weeks  (chart).  Many  ana- 
lysts think  it  is  headed  for  8,000  by  year- 
end,  from  7,325  now.  The  property  mar- 


ket is  bullish,  too,  with  real  estate  prices 
rising  up  to  20%  in  recent  weeks. 

Why  Beijing's  sudden  turnabout? 
Hong  Kong  officials  say  China  now 
seems  willing  to  separate  economics 
from  politics.  That  change  likely  is  a 
result  of  quiet  pressure  from  billionaire 
Li  Ka-Shing  and  other  Hong  Kong  mag- 
nates, who  started  cozying  up  to  Beijing 
years  ago.  "China's  policies  were  effec- 
tively hurting  its  closest  allies  in  Hong 
Kong,"  says  a  local  official,  "and  they 
told  Beijing  to  ease  off."  Power  strug- 
gles in  Beijing  also  may  be  a  factor. 
Premier  Li  Peng,  one  of  Patten's  harsh- 
est critics,  hasn't  been  seen  in  public 
since  April.  In  his  absence,  more  reform- 
minded  leaders,  such  as  Vice-Premier 
Zhu  Rongji,  may  be  calling  the  shots. 
low  profile.  Beijing  has  other  reasons 
to  be  on  its  best  behavior.  By  bullying 
Hong  Kong,  China  would  have  made  it 
more  difficult  for  the  Clinton  Adminis- 
tration to  extend  its  mfn  trade  status. 
Beijing  also  is  eager  to  host  the  Olym- 


pics in  the  year  2000  and  to  gain  entry 
into  the  General  Agreement  on  Tariffs 
&  Trade.  Even  so,  there  are  no  clear 
signs  that  China  will  now  accept  greater 
democracy  in  Hong  Kong.  "Beijing  is 
smiling  on  one  side  and  holding  tight  on 
the  other,"  says  a  Western  diplomat  in 
Beijing.  "An  obvious  decision  was  taken 
to  cooperate  on  economics  and  maintain 
a  hard  line  on  sovereignty." 

Patten  has  helped  to  defuse  tensions 
by  keeping  a  low  profile.  While  the  gov- 
ernor says  he  isn't  backing  down,  he  still 
has  not  set  a  time  frame  for  sending  his 
proposals  on  political  reform  to  the  legis- 
lature. While  waiting  nervously  for  their 
governor's  next  move,  Hong  Kong's 
business  leaders  can  only  hope  Beijing's 
abuse  machine  will  stay  in  cold  storage. 

By  Joyce  Barnathan  in  Hong  Kong,  with 
Lynne  Curry  in  Beijing 
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I  THE  MIDDLE  EAST, 

JSINESS  MAY  BE  BROKERING  PEACE 


here  were  some  unexpected— but  not  unwelcome— visitors 
at  a  big  international  trade  fair  in  Tel  Aviv  in  early 
May.  Along  with  the  German,  French,  and  American 
rs  sizing  up  esoteric  new  drip-irrigation  technology  and 
ilized  fertilizers  were  scores  of  businessmen  from  coun- 
that  regard  Israel  as  an  enemy:  Morocco,  Saudi  Arabia, 
Jahrain. 

peace  negotiations  between  Arabs  and  Israelis  move  at 
til's  pace  in  Washington,  business  between  the  Jewish 
and  its  neighbors  in  the  Arab  world  is  showing  surpris- 
gns  of  life.  In  recent  weeks,  for  example,  Israeli  compa- 
lave  begun  work  at  a  $5  million  joint  venture  in  southern 
ceo.  Last  April,  Benjamin  D.  Gaon,  chief  executive  of  Tel 
based  Koor  Industries  Ltd.,  Israel's  largest  industrial 
amerate,  quietly  lined  up  deals  with  Morocco  and  another 
country  he  won't  identify.  "This  is  still  a  very,  very 
tive  issue,"  says 
.  "But  we  feel  we 
wakening  from  a 
long  sleep." 
S.  officials  trying 
roker  peace  be- 
i  the  Israelis  and 
Arabs  wonder 
her  the  growing 
mic  ties  could  add 
3ntum  to  the  po- 
negotiations.  In 
et  breakthrough 
ged  by  the  U.  S., 
Middle  Eastern 
ries,  including  Is- 
now  hold  regular 
ings  to  discuss 
of  spurring  eco- 
3  growth  in  the 
n.  At  the  latest 
1  of  these  multi- 
i\  talks,  held  in 
in  May,  Israelis,  Palestinians,  Saudis,  and  others  kicked 
d  ideas  ranging  from  joint  promotion  of  tourism  in  the 
Land  to  a  high-speed  train  system  that  could  one  day 
•om  Syria  to  Egypt  through  Israel.  Israeli  Trade  &  Indus- 
minister  Micha  Harish  thinks  these  meetings  are  "begin- 
;o  affect  the  agenda"  of  the  political  negotiations. 
ter  fruit.  In  fact,  the  prospect  of  money,  jobs,  and  eco- 
growth  is  starting  to  look  mighty  appealing.  The  Pales- 
s  agreed  to  come  back  to  the  bargaining  table  in  May  af- 
e  U.  S.  and  Egypt  persuaded  Saudi  Arabia  to  resume  the 
•ial  aid  King  Fahd  had  cut  off  to  punish  the  Palestinians 
pporting  Iraq's  Saddam  Hussein.  The  World  Bank,  which 
y  takes  its  cues  from  the  U.  S.,  is  laying  the  groundwork 
potentially  huge  development  effort  in  the  West  Bank 
laza  if  a  deal  is  struck.  "The  fruits  of  peace  need  to  be 
much  more  attractive,"  says  a  senior  U.  S.  official. 
3n  without  a  formal  settlement,  the  quiet  commerce  be- 
i  Israel  and  its  neighbors  is  substantial.  From  tomatoes 
?ttuce  that  are  shipped  regularly  across  the  occupied 
Bank  into  Jordan  to  air-conditioning  units,  drugs,  solar 
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heaters,  and  chemicals,  trade  this  year  will  reach  some  $400 
million  to  $500  million,  estimates  Gil  Feiler,  an  economist  at  Is- 
rael's Bar-Ilan  University.  "Business  is  several  steps  ahead  of 
politics,"  he  says. 

Those  numbers  amount  to  less  than  5%  of  Israeli  exports, 
but  such  trade  could  mushroom  quickly  if  real  progress  is 
made  in  the  peace  talks.  A  top  corporate  lawyer  in  Riyadh 
says  that  large  Saudi  trading  companies  are  quietly  preparing 
for  commercial  ties  with  Israeli  companies.  Koor's  Gaon  says 
that  the  Arab  market  could  easily  account  for  20%  of  Koor's 
$2.2  billion  sales  following  a  political  pact. 
cloak  AND  dagger.  Since  direct  commercial  links  still  are  il- 
legal, Israeli  and  Arab  businessmen  have  to  show  a  good 
deal  of  creativity— and  care— in  dealing  with  each  other.  In  Cy- 
prus, just  a  short  flight  from  Damascus  or  Tel  Aviv,  goods 
manufactured  in  Israel  and  the  Israeli-occupied  territories 

are  brought  to  the 
port  of  Limassol, 
where  they  are  re- 
packed and  shipped  to 
the  Arab  world— with 
Made-in-Cyprus  labels. 
Because  of  a  similar  re- 
packaging operation  in 
Europe,  products  man- 
ufactured by  Netafim, 
an  Israeli  world  leader 
in  desert  irrigation, 
wind  up  in  Jordan  and 
Saudi  Arabia.  An 
Egyptian  businessman 
reports  that  he  even 
takes  Israeli  labels  off 
of  agricultural  equip- 
ment that  he  sells  in 
Egypt,  where  it  is  le- 
gal, because  of  linger- 
ing hostility  to  the 
Jewish  state. 

Such  cloak-and-dagger  games  may  not  be  needed  much 
longer.  The  U.  S.  and  Israel  are  mounting  a  big  behind-the- 
scenes  effort  to  kill  the  Arab  boycott,  under  which  all  Arab 
countries  except  Egypt  ban  trade  with  Israel.  The  current  plan 
is  to  persuade  the  Group  of  Seven  leading  industrial  nations  to 
adopt  a  forceful  antiboycott  statement  at  the  group's  upcom- 
ing summit  in  Tokyo.  Already,  Germany  is  forcing  its  compa- 
nies to  adopt  tough,  U.  S. -style  antiboycott  procedures. 

The  Arab  boycott  is  fraying,  anyway.  Since  the  gulf  war, 
Saudi  Arabia  and  Kuwait  have  quietly  disregarded  the  secon- 
dary boycott,  which  forbids  trade  with  companies  doing  busi- 
ness in  Israel.  That,  in  turn,  has  led  such  companies  as  Korea's 
Hyundai  Corp.  and  Japan's  Matsushita,  which  once  shied 
away  from  Israel,  to  become  active  there. 

While  the  Arabs'  ability  to  absorb  Israeli  products  is  prob- 
ably limited,  exports  to  major  markets  in  Asia  and  Europe 
could  explode.  That  could  be  the  real  payoff  for  Israel  from  a 
peace  treaty. 

By  John  Rossant  in  Rome,  with  Neal  Sandler  in  Jerusalem 
and  Sarah  Gauch  in  Cairo 
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SAN  JUAN  RALLY: 
SUPPORTERS  OF  936  FEAR 
MORE  UNEMPLOYMENT  IN 
A  POOR  WORK  FORCE 


A  HURRICANE  HEADS 
FOR  PUERTO  RICO 


Yanking  a  tax  break  called  936  could  set  off  an  economic  storm 


T 


|he  narrow  streets  of  Vega  Baja. 
Puerto  Rico,  are  a  world  away  from 
Washington.  But  Mayor  Luis  Me- 
nendez  knows  that  politicians  inside  the 
Beltway  hold  his  town's  future  in  their 
hands.  Among  the  issues  at  stake  in  Presi- 
dent Clinton's  economic  plan  is  the  multi- 
billion-dollar  tax  break  that  has  enticed  a 
panoply  of  U.  S.  companies  to 
towns  across  Puerto  Rico.  Some 
3,500  residents  of  Vega  Baja  work 
for  General  Electric.  Warner-Lam- 
bert, Motorola,  and  Schering- 
Plough.  If  Congress  makes  severe 
changes  in  the  tax  benefit,  the 
workers  could  lose  their  jobs.  "It 
will  be  agony,"  warns  Menendez. 

That  concern  washes  clear 
across  the  100-mile-long  island.  The 
House  in  late  May  voted  to  phase 
out  the  tax  break  known  as  Section 
936  of  the  Internal  Revenue  Code, 
which  allows  U.  S.  corporations  to 
escape  federal  corporate  taxes  on 
products  made  in  Puerto  Rico.  The 
substitute:  a  60'"'  wage  credit,  or  a 
tax  exemption  equal  to  60%  of 
wages  paid.  But  that,  executives 


warn,  won't  allow  high  enough  returns  to 
justify  staying  in  Puerto  Rico.  Factories 
there  could  be  shut  down  in  favor  of  such 
low-tax  locales  as  Ireland  or  Singapore, 
jeopardizing  many  of  Puerto  Rico's 
152,000  manufacturing  jobs.  And  the  com- 
panies will  withdraw  much  of  their  esti- 
mated S14  billion  in  deposits  in  Puerto  Ri- 
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Top  10  U.S.  companies  manufacturing  in  Puerto  Rico  under  Section  936 

Company 

Number  of 
employees 

Major  products 

BAXTER  INTL. 

5,547 

Pharmaceutical 

SARA  LEE 

5,037 

Underwear,  hosiery 

GENERAL  ELECTRIC 

3,555 

Electric  components 

H.J.  HEINZ 

3,550 

Processed  tuna 

JOHNSON  &  JOHNSON 

3,354 

Health  care 

WESTINGHOUSE  ELECTRIC 

3,281 

Electric  components 

ABBOTT  LABORATORIES 

2  633 

Pharmaceutical 

BRISTOL-MYERS  SQUIBB 

2,163 

Pharmaceutical 

WARNER-LAMBERT 

1,649 

Pharmaceutical 

UNITED  STATES  SURGICAL 

1  594 

Surgical  /  medical 

co's  thriving  ban! 
"The  U.  S.  doesn't  « 
derstand  that  936 
the  backbone  of  t 
Puerto  Rican  ecor 
my,"  says  Daniel  I 
bron.  president  of  t 
Puerto  Rico  Manufs 
turers  Assn.  and  gc 
eral  manager  at  G. ! 
Searle  &  Co. 

Despite  the  hit 
will  deliver  to  the 
land's  S34  billion  ecc 
omy,  a  change  in  S< 
tion  936  is  inevitab 
The  Senate  Finan 
Committee  will  ta 
up  the  issue  as  it  cc 
siders  Clinton's  ov< 
all  budget.  The  A 
ministration  sees 
chance  to  plug  a  \ai\ 
loophole  and  raise 
projected  ST.3  billi 
over  five  years.  Set 
tor  David  H.  Pry 
(D-Ark.)  and  otb 
politicians  view  changing  936  as  a  way 
get  at  what  they  see  as  excess  profits  f 
pharmaceutical  companies,  which  en} 
more  than  half  the  benefits.  And  U. 
unions  want  Congress  to  gut  the  tax  brei 
they  say  encourages  nonunion  "runawa; 
shops. 

new  partners.  All  this  adds  up  to  the  b 
ginning  of  the  end  of  a  policy  of  paterni 
ism.  That's  forcing  Puerto  Rico  to  examij 
how  best  to  survive  with  fewer  Washiri 
ton  handouts — and  also  whether  to  stick 
its  current  commonwealth  status  or  pui 
for  statehood. 

It  isn't  just  the  tax  fight  that's  causii 
the  sudden  introspection.  As  the  U.  S.  a 
Mexico  draw  nearer  to  a  North  Americ 
Free  Trade  Agreement,  the  potential  oi 
powerful  new  southern  partner  threate 
to  disrupt  traditional  trade  and 
vestment  flows  between  the  U. 
and  the  Caribbean.  In  short.  Puei 
Rico  must  rethink  its  entire  a 
nomic  formula. 

Many  Puerto  Rican  leaders  ins 
only  a  slow  reduction  of  U.  S.  t 
breaks  will  prevent  steep  une 
ployment  and  mass  migratk 
While  936  is  being  phased  out,  p 
statehood  Governor  Pedro  J.  R 
sello  is  pushing  a  plan  to  deve| 
sectors  of  Puerto  Rico's  econoi 
that  are  not  dependent  on  936, 
eluding  paring  bloated  governmc 
payrolls  and  boosting  tourism  fn 
6%  to  12%  of  gross  domestic  pr 
uct.  Another  pillar:  privatizi 
state-owned  companies. 
Forging  a  new  economic  mo 
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ild  create  a  new  working  harmony.  And 
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vernment 


will  be  tough  because  Puerto  Rico's 
wages,  while  still  below  those  of  the  main- 
land, are  high  compared  with  its  Caribbe- 
an neighbors'.  Even  with  a  60%  wage  cred- 
it, labor  costs  in  the  apparel  industry,  for 
example,  would  be  the  highest  in  the  re- 
gion. Says  Antonio  J.  Colorado,  former 
Economic  Development  Authority  chief: 
"The  future  of  Puerto  Rico  has  to  be  in 
high  tech.  All  our  costs  are  higher." 

Overall,  manufacturing  today  accounts 
for  40%  of  the  island's  gross  domestic 
product.  Puerto  Rico  also  has  a  sizable 
banking  and  finance  industry  to  service 
936  companies,  since  interest  earned  on 
profits  invested  in  financial  instruments  in 
Puerto  Rico  also  is  exempt  from  federal 
taxes.  In  all,  some  390  U.  S.  companies 
have  Puerto  Rican  operations  under  936, 
accounting  for  117'  of  the  island's  total 
employment — not  including  jobs  created 
indirectly. 

But  per  capita  income,  while  high  by  Ca- 
ribbean standards  at  $6,360,  still  is  less 
than  half  of  that  in  Mississippi,  the  poorest 
U.  S.  state.  About  607  of  the  island's  3.5 
million  residents  live  below  the  U.  S.  pov- 
erty line.  Unemployment  is  187. 
"lousy  vehicle."  These  sad  statistics 
fuel  both  sides  of  the  936  argument.  Back- 
ers of  the  tax  break  point  out  that  the  bulk 
of  manufacturing  jobs  on  the  island  is  with 
936  companies.  But  Luis  P.  Costas,  a  law- 
yer who  has  written  widely  on  the  subject, 
says  "936  is  a  lousy  promotion  vehicle  for 
investment.  It's  not  tied  to  real  employ- 
ment or  investment — it's  tied  to  profits." 

And  it  is  costly.  The  General  Accounting 
Office  estimates  that  the  U.  S.  gave  up 
$2.3  billion  in  taxes  from  corporations  in 
Puerto  Rico  in  1987  alone.  Drug  companies 
got  the  biggest  break:  It  cost  the  Treasury 
$70,000  to  create  each  job,  which  pays  an 
average  of  $26,000  annually. 

If  a  shift  away  from  936  isn't  handled 
delicately,  efforts  to  nurture  indigenous 
business  could  also  be  set  back,  mova 
Pharmaceutical  Corp.,  the  island's  only  lo- 
cally owned  drug  company,  does  about 
707  of  its  manufacturing  for  two  U.  S. 
pharmaceuticals,  and  307  is  in  generic 
drugs.  The  $30  million  company  had 
planned  a  $5  million  expansion  this  year, 
but  Joaquin  B.  Viso — who  was  president 
of  SmithKline  Beecham  PLC's  Puerto  Ri- 
can unit  and  left  to  found  mova — remains 
cautious.  Now  he  will  invest  only  $1.5  mil- 
lion to  upgrade  pollution-control  equip- 
ment. "Unless  what  is  done  is  thought 
through  carefully,  it  will  hurt  not  only  936 
but  local  suppliers  and  contractors,"  says 
Viso.  The  U.  S.  may  want  Puerto  Rico  to 
stand  on  its  own  two  feet,  but  yanking 
away  936  without  helping  to  plot  a  future 
course  could  end  up  deepening  the  island's 
dependence. 

By  Gail  DeGeorge  in  San  Juan,  with 
Paul  Magnusson  in  Washington 


POLICY  I 


CLINTON'S  HIGH-TECH  FANS 
ARE  STARTING  TO  BOO 


From  Silicon  Valley  to  Route  128,  disappointment  is  growing 


At  last,  the  high-tech  community 
thought,  it  had  someone  it  could 
do  business  with  in  the  White 
House.  As  a  candidate,  Bill  Clinton  chat- 
ted about  building  an  information  super- 
highway— and  promised  he  would  re- 
verse the  Bush  Administration's 
reluctance  to  promote  cutting-edge  civil- 
ian technology.  Unlike  past  Presidents, 
Clinton  tapped  a  science  adviser  before 
taking  office.  His  choice  of  John  H.  Gib- 
bons, head  of  the  Congressional  Office 
of  Technology  Assessment,  was  widely 


SCIENCE  ADVISER  GIBBONS  WAS  A  POPULAR  CHOICE 


popular.  And  he  put  his  money  where 
his  mouth  was  on  Feb.  21  by  proposing 
to  spend  $17  billion  over  five  years  on 
everything  from  helping  small  manufac- 
turers use  the  latest  technology  to  spon- 
soring development  of  a  "clean"  car. 

There's  just  one  problem:  Clinton 
hasn't  gotten  much  done.  High-tech  ex- 
ecutives— who  provided  much  of  Clin- 
ton's business  support  during  the  cam- 
paign— laud  the  President's  intentions, 
but  are  becoming  dismayed  by  the  lack 
of  action.  Says  former  Cray  Research 
CEO  John  A.  Rollwagen,  who  withdrew 
as  Clinton's  nominee  to  be  Deputy  Com- 
merce Secretary  when  his  confirmation 
was  hung  up  by  an  insider-trading  inves- 
tigation: "Do  I  think  the  Administration 
has  the  right  idea?  I  certainly  do.  Do  I 
think  the  Administration  is  executing  it 
effectively?  Far  from  it." 
chipping  away.  Consider  the  fate  of 
the  February  technology  policy,  which 
drew  cheers  from  Route  128  to  Silicon 
Valley.  A  lot  of  the  money,  including 
$103  million  for  Commerce's  Advanced 
Technology  Program  and  $207  million 
for  the  National  Science  Foundation  set 
to  be  spent  in  fiscal  1993,  disappeared 


when  Congress  rejected  Clinton's  stirr 
lus  package.  The  rest  may  be  in  peril 
a  deficit-fighting  Congress  chips  away 
his  "investment"  program. 

The  National  Competitiveness  A< 
which  embodies  much  of  Clinton's  nig 
tech  vision,  has  also  taken  its  lumps, 
passed  the  House  on  May  19  laden  wi 
amendments,  such  as  one  requirii 
products  made  with  taxpayer-fund' 
technology  to  be  made  only  in  the  U. 
"We  can  no  longer  support  it,"  says  Vn 
liam  G.  Morin,  director  of  technolo] 
policy  at  the  National  Associate 
of  Manufacturers.  He  wishes  t 
Administration  had  done  more 
push  the  bill  through  intact,  b 
that's  "tough  to  do  when  no  on( 
minding  the  ship." 

What  troubles  the  techies  t 
most  is  that  while  Clinton  was  d 
tracted  by  more  pressing  d 
mands,  no  one  spearheaded  t 
technology  plan.  Vice-Preside 
Al  Gore,  Mr.  Technology  durii 
the  campaign,  has  been  spendii 
much  of  his  time  heading  a  gc 
ernment-efficiency  initiativ 
Meanwhile,  the  most  aggressi 


technology  outfits,  the  Pentagon's  A 
vanced  Research  Projects  Agency  ai 
the  Energy  Dept.,  are  driving  policy 
their  own.  Commerce  Secretary  Rona 
H.  Brown's  efforts  to  seize  high-te 
leadership — a  role  given  him  by  CI: 
ton — have  so  far  mostly  produced  ti 
fights.  As  a  result  of  these  problen 
says  Erich  Bloch,  distinguished  fellow 
the  private  Council  on  Competitivene: 
"We  are  wasting  valuable  time.  I'm  r 
yet  disillusioned,  but  I  am  concerned 

A  White  House  official  admits  the 
have  been  setbacks  in  implement! 
technology  policy  but  declares:  "I  thi 
we're  moving  forward."  The  Administ] 
tion  set  out  to  prove  that  when  Broi 
and  science  adviser  Gibbons  schedulec 
meeting  with  top  computer-industry 
ecutives  for  June  4.  But  going  in,  th 
face  a  skeptical  audience.  For  examp 
Silicon    Graphics    CEO  Edward 
McCracken,  an  early  and  enthusias 
Clintonite,  now  says  only  that  he's 
serving  judgment  on  technopolicy. 
less  Clinton  and  Gore  can  deliver  resu 
soon,  even  that  generosity  may  not  la 

By  John  Carey  in  Washington,  w 
Russell  Mitchell  in  San  Francisco 
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GOVERN 


Today's  Fortune  1 000  corporation 
demands  miracles  from  its  computing 

infrastructure.  now  with  the 
"rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting 
even  more  out  of  their  existing 
technology,  at  less  cost, 
one  operating  environment  can  help 
you  do  all  this. 


Announcing  Solaris* 


The  Solaris"  operating  environment  is 

now  available  on  x86  as  well  as 
sparc"  —  the  world's  most  popular 

CISC  AND  RISC  ARCHITECTURES.  It's  THE 
SOFTWARE  OPERATING  ENVIRONMENT  THAT 
PROVIDES  VIRTUALLY  UNLIMITED  ACCESS  TO 
ALL  SYSTEMS  ON  THE  LOCAL  AND  WIDE 
AREA  ENTERPRISE  NETWORKS* 


It's  scalable  from  PCs  to  mainframes. 
And  it  runs  more  32-bit  applications 

than  any  other  operating 
environment  —  over  7,500  includ- 
ing leaders  like  computer  associates, 
Oracle,  Lotus  and  your  Windows 
software,  too.  from  now  on  you 

can  make  hardware  decisions 
independent  of  software,  preserving 
your  valuable  investment. 

With  Solaris,  information  can  flow 
more  easily,  wherever  it's  needed. 
Cost  centers  can  transform  into 
revenue  centers.  and  users  become 
more  productive. 


For  COMPANIES  THAT  must  MAXIMIZE 

every  minute  as  never  before,  nothing 
ties  it  all  together  like  solaris. 
Call  1-510-460-3267 
for  more  information. 
It  could  be  your  best  minute  yet. 


The  Network  Is  The  Computer™ 

(f)199  i  Sun  Microsystems,  Iru  Sun  Microsystems,  SunSotl,  the  SunSoft  logo,  !he  5unSofl  taglinc 
and  Solaris  are  trademarks  Of  registered  trademarks  0(  Sun  Microsystems,  Inc  SPARC  is  d  regis- 
tern)  trademark  ol  SPARC  International,  Inc  UNIX  is  a  revered  KademarV  ol  UNIX  Syslem 
Laboratories,  Inc  All  other  leistered  trademarks  are  Ihe  properly  ol  their  respective  companies 
Mhirri-pdriy  software  may  be  required 


THE  TECHNOLOGY 

PAYOFF 

A  SWEEPING  REORGANIZATION  OF  WORK  ITSELF  IS  BOOSTING  PRODUCTIVITY 


(ehind  its  faux-Georgian  facade, 
the  Federal  National  Mortgage 
Assn.  seemed  the  very  essence 
modern,  high-tech  organization.  The 
ket  prowess  of  Fannie  Mae,  the  na- 
s  largest  buyer  of  home  mortgages, 
built  on  an  imposing  foundation: 
ks  of  mainframe  computers.  The 
king  behemoths  processed  huge 
itities  of  loan  information  and  per- 
.ed  the  company  to  pool  millions  of 
tgages  into  easily  sold  securities, 
ut  by  the  early  1990s,  those  main- 
les  and  a  highly  centralized  man- 
nent  system  had  become  barriers  to 
tiie  Mae's  further  expansion.  Despite 
r  enormous  power,  the  Washington- 
id  company's  computers  simply 
dn't  keep  up  with  the  growing  vol- 
j  of  work.  So  Fannie  Mae  began  re- 
:ing  itself,  breaking  down  the  old 
;ralized  departments  that  slowed 
gs  down  and  replacing  them  with 
■c  teams  that  linked  financial,  market- 
and  computer  experts  at  the  start 
ach  deal.  Tying  it  all  together  is  a 
vork  of  more  than  2,000  personal 
puters  and  new  software  that  makes 
machines  accessible  to  workers  with 
toimum  of  training, 
he  $10  million  investment  in  the  new 


computers  paid  for  itself  in  less  than  a 
year.  When  interest  rates  plunged  in 
1992,  refinancings  surged.  Volume 
soared.  But  so  did  productivity:  Even  as 
Fannie  Mae  handled  $257  billion  in  new 
loans,  nearly  double  its  1991  volume,  it 
had  to  add  only  100  more  employees  to 
a  work  force  of  nearly  3,000.  "If  we  had 
not  used  this  technolo- 
gy," says  Vice-Chairman 
Franklin  D.  Raines,  "our 
business  would  have  col- 
lapsed." Instead,  Fannie 
Mae's  profits  jumped  13%, 
to  $1.6  billion. 

The  Fannie  Mae  story 
is  a  small  part  of  a  revo- 
lution that  is  sweeping 
America's  offices  and  fac- 
tories. At  last,  after  years 
of  costly  struggle,  U.  S. 
business  is  finally  making 
the  information  revolution 
pay  off.  One  reason:  His- 
torically, it  has  taken 
companies  a  generation  or 
more  to  truly  master  ma- 
jor new  waves  of  technol- 
ogy. For  instance,  U.  S.  manufacturers 
first  used  electric  motors  in  the  1890s, 
but  productivity  didn't  take  off  until  the 
technology  finally  dominated  factories— 
nearly  30  years  later.  Now,  40  years  af- 
ter IBM  sold  its  first  commercial  main- 
frame, information  technology  has 
penetrated  every  corner  of  the  U.  S. 
economy.  What's  more,  today's  comput- 
ers are  cheap  and,  thanks  to  new  soft- 
ware and  networks,  far  more  accessible 
and  useful. 

PARADOX  LOST?  But  the  real  break- 
through isn't  just  in  technology.  It's  the 
sweeping  changes  in  management  and 
organizational  structure  that  are  redefin- 
ing how  work  gets  done.  Largely  prod- 
ded by  rising  global  competition,  these 
overhauls  are  known  loosely  as  "reengi- 
neering,"  a  process  that  questions  tradi- 
tional assumptions  and  procedures— and 


CONTINENTAL  EFFICIENCY 

In  Europe,  a  new  era  is 
also  dawning  page  61 

THE  NUMBERS  GAME 

Counting  widgets  can't  gauge 
today's  output  page  68 

JOBS— EVENTUALLY 

Productivity  gains  should 
lead  to  new  hiring  page  72 

SOFTWARE  POWER 

New  approaches  start 
to  deliver  results  page  76 

PRODUCTIVITY  STARS 

U.S.  companies  showing  the 
most  improvement  page  79 


then  starts  over.  Often,  this  means 
breaking  down  the  old  functional  fief- 
doms— in  marketing,  engineering,  manu- 
facturing, and  finance,  for  instance— and 
redeploying  workers  in  multidisciplinary 
teams,  such  as  the  ones  at  Fannie  Mae, 
that  concentrate  on  getting  the  right 
products  and  services  to  the  customer. 

Once  the  work  has 
been  redefined,  the  new 
information  technology 
plays  a  key  role.  "User- 
friendly"  software,  PC 
networks,  handheld  wire- 
less terminals,  and  oth- 
er gadgets  are  used  to 
move  information  to  the 
front  lines— to  give  the 
folks  on  the  factory  floor 
or  in  the  customer-ser- 
vice department  the 
knowledge  they  need  to 
act  quickly. 

For  instance,  when 
Aluminum  Co.  of  Ameri- 
ca began  feeding  produc- 
tion data  back  to  the  fac- 
tory floor,  workers  at  its 
Addy  (Wash.)  magnesium  plant  quickly 
saw  ways  to  boost  productivity  by  72%. 
Says  Harvard  business  school  professor 
Gary  W.  Loveman:  "Gains  come  not  be- 
cause the  technology  is  whiz-bang,  but 
because  it  supports  breakthrough  ideas 
in  business  process."  For  Fannie  Mae, 
changing  the  process  meant  doing  lots 
more  work  with  just  a  few  more  people. 
For  dozens  of  other  corporations,  reengi- 
neering  has  meant  being  able  to  take 
on  more  work— even  while  downsizing. 

That's  the  formula  for  a  productivity 
explosion.  If  this  new  industrial  revolu- 
tion continues  to  spread  from  big  outfits, 
such  as  Fannie  Mae,  to  hundreds  of 
thousands  of  smaller  companies,  the 
U.  S.  economy  could  be  in  for  a  new  era 
of  economic  growth.  Increased  productiv- 
ity, driven  by  a  sea  change  in  technology 
and  management,  may  set  off  a  powerful 
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cycle  of  fatter  profits,  new  investment, 
higher  wages,  and  a  rising  standard  of 
living. 

It's  a  stunning  reversal  of  the  picture 
just  a  few  years  ago.  Throughout  the 
1980s,  U.  S.  businesses  invested  a  stag- 
gering $1  trillion  in  information  technol- 
ogy. For  a  long  time,  it  looked  as  though 
most  of  that  money  was  going  down  a 
rat  hole.  Economists  spoke  of  a  produc- 
tivity paradox:  Despite  the  huge  invest- 
ment, businesses  saw  little  payoff.  Prof- 
its were  flat,  and  productivity  growth 
was  stagnant.  And,  most  troubling  of 
all,  in  the  service  sector,  where  busi- 
nesses sank  more  than  $800  billion  into 
technology,  the  results  were  the  worst. 
Overall,  national  productivity  rose  at  a 
puny  1%  annual  rate,  compared  with 
nearly  5%  in  Japan,  and  the  U.  S.  stan- 
dard of  living  stagnated. 

Now,  there  are  tantalizing  hints  that 
the  big  payoff  may  finally  be  at  hand. 
The  first  sign:  Since  the  bottom  of  the 


and  what  history  tells  us  is  that  this  is 
an  early  stage  of  a  major  expansion  of 
employment,"  says  Federal  Reserve 
Board  Chairman  Alan  Greenspan. 

Increasingly,  business  leaders  and 
economists  are  pointing  to  the  melding 
of  new  corporate  structures  and  ad- 
vanced information  technology  to  ex- 
plain the  productivity  surge.  A  new  look 
at  investment  by  400  large  companies 
from  1987  to  1991  shows,  for  the  first 
time,  evidence  of  a  real  technology  pay- 
off. According  to  the  soon-to-be-published 
analysis  by  Erik  Brynjolfsson  and  Lorin 
Hitt  of  Massachusetts  Institute  of  Tech- 
nology's Sloan  School  of  Management, 
the  return  on  investment  in  information 
systems  averaged  a  stunning  54%  for 
manufacturing  and  68%  for  all  business- 
es surveyed.  And  perhaps  most  signifi- 
cant, productivity  gains  aren't  just  com- 
ing from  cost-cutting  or  cost  avoidance: 
The  reengineered  corporations  are  boost- 
ing their  top  lines,  too. 


hovers  at  7%,  partly  because  the  char 
es  in  corporate  structure  are  causii 
short-term  dislocations— known  eupr 
mistically  as  downsizing. 

Corporations  have  been  laying  ( 
huge  numbers  of  middle  managers,  I 
cause  the  reengineering  and  technolo; 
make  it  possible  to  do  without  them, 
the  old  corporate  hierarchies,  midc 
management's  function  was  to  transn 
information  from  the  field  or  factory 
the  executive  suite  and  relay  comman 
from  the  corner  office  back  to  t 
troops.  Data  bases  and  computer  m 
works  now  do  the  job— faster,  betti 
and  for  less.  "People  who  don't  add  v 
ue  are  going  to  be  in  trouble,"  says  M 
vyn  E.  Bergstein,  president  of  Techno 
gy  Solutions  Co.,  a  systems  integral 
"If  your  job  is  just  passing  orders  alon; 
you  could  get  lost  in  the  shuffle. 

Skeptics  insist  that  only  a  handful 
large,  high-profile  companies  ha 
reaped  benefits  from  a  combination 
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recession  in  1991,  productivity  gains 
have  been  outpacing  overall  economic 
growth.  While  productivity  always  picks 
up  in  a  recovery  cycle,  this  is  the  first 
postwar  recovery  in  which  productivity 
raced  ahead  of  growth.  And  even  though 
productivity  growth  sagged  in  the 
weather-ravaged  first  quarter  of  1993, 
in  the  eight  quarters  since  the  trough, 
output  per  hour  has  increased  at  an  av- 
erage annual  rate  of  2.3%.  In  1992,  pro- 
ductivity rose  nearly  3%,  its  best  show- 
ing in  20  years  (charts).  Most 
encouraging:  Service-sector  productiv- 
ity finally  sprang  to  life,  matching  the 
gains  that  began  in  manufacturing  in 
the  1980s.  , 

The  second  sign:  In  the  face  of  a  slug- 
gish recovery,  corporate  profits  are  up 
sharply.  Much  of  the  profit  surge  comes 
from  lower  interest  rates,  but  higher 
productivity  is  playing  a  role,  too.  "The 
productivity  level  emerging  in  this  age  is 
opening  up  profit  margins.  It  is  creating 
a  significant  amount  of  new  investment. 


Such  results  are  making  all  sorts  of 
economists  take  notice.  Morgan  Stanley 
&  Co.  economist  Stephen  S.  Roach,  who 
sounded  the  alarm  about  the  productiv- 
ity paradox  in  the  mid-1980s,  is  now 
convinced  that  information  technology 
is  driving  what  he's  calling  a  productiv- 
ity-led recovery.  "We're  just  beginning 
the  journey,"  he  says,  "but  we've  moved 
to  a  higher  productivity  growth  path." 
skimpy  evidence.  Not  every  economist 
is  convinced  that  the  U.  S.  is  on  the 
verge  of  such  a  productivity  explosion. 
Skeptics  point  out,  for  example,  that 
the  usual  evidence  is  nowhere  to  be 
found:  If  we  were  really  seeing  produc- 
tivity gains,  incomes  would  rise,  which 
would  spur  increased  demand  for  goods 
and  services,  and,  eventually,  new  hir- 
ing. So  far,  real  wages  continue  to  stag- 
nate and  in  this  recovery,  job  growth 
is  lagging  (page  72). 

One  explanation  is  that  it's  simply  too 
early  in  the  process  to  see  such  con- 
crete evidence.  And  unemployment  still 


technology  investment  and  structui 
change.  They  say  that  outfits  such 
Apple  Computer,  Chrysler,  and  Genei 
Electric  may  be  racking  up  impress! 
gains  (page  79),  but  they  are  the  e 
ception.  Recently,  however,  evidence  h 
begun  to  accumulate  that  these  succe 
stories  are  being  repeated  througho 
the  economy.  Richard  L.  Florida,  pi 
fessor  of  management  at  Carnegie  Mi 
Ion  University,  recently  surveyed  2,0 
small  and  midsize  businesses  in  t 
Great  Lakes  states.  He  found  that 
many  as  60%  realized  some  improv 
return  by  restructuring  work. 

Small  companies  are  also  being  i 
fected  by  the  big  companies  they  d« 
with.  As  the  large  outfits  extend  the 
electronic  tentacles,  the  new  inform 
tion  technologies  are  moving  down  tl 
corporate  food  chain,  from  big  buye 
to  their  suppliers,  through  the  servi 
sector,  and  even  into  small  businesse 
DuPont  Co.,  for  example,  no  longer  e 
pects  invoices  from  some  of  its  vendoi 
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;tead,  it  just  processes  bills  electron- 
lly.  And  with  about  5%  of  its  suppli- 
i,  the  chemical  giant  doesn't  even 
;her  with  purchase  orders.  Outside 
idors  are  linked  electronically  with 
[Pont's  internal  inventory  system, 
len  the  suppliers  see  that  DuPont  is 
ining  short  on  an  item,  they  simply 
iver  replacement  goods.  "When  you 
it  electronically,"  says  Thomas  F. 
lmes,  director  of  materials  and  logis- 
3,  "you  simplify  the  process." 
Just  ask  Phoenix  Designs  Inc.  in  Zee- 
id,  Mich.  A  year  ago,  the  Herman 
Her  Inc.  subsidiary  sold  office  furni- 
e  the  old-fashioned  way.  Independent 
ilers  sent  a  salesperson  to  a  cus- 
ner's  office,  where  the  rep  would 
:her  ideas  for  a  designer,  who  would 
rk  up  a  draft.  After  six  baek-and- 
th  weeks,  the  sales  rep  would  finally 
>w  the  customer  a  proposal.  The  ar- 
lgement  drove  buyers  nuts— and  cost 
oenix  sales. 

sktop  desk.  Now,  thanks  to  some  PCs 
1  a  custom  software  program  called  Z- 
is,  salespeople  have  become  their  own 
signers— and  are  generating  proposals 
four  or  five  days.  One  dealer,  Conti- 
ital  Office  Furniture  &  Supply  Corp. 
Columbus,  Ohio,  has  made  a  sale  each 
the  70  times  it  has  used  the  system, 
id  some  small  dealers  have  reported 
average  increase  in  sales  of  1,000%. 
e  next  step  begins  next  month:  a 
[•table  system  that  will  allow  sales 
as  to  work  on  designs  in  the  cus- 
ner's  office.  So  far,  Phoenix  has  spent 
3-ut  $1  million  and  has  been  rewarded 
th  a  27%  jump  in  aftertax  income. 
re're  convinced  this  is  the  way  to  go," 
ys  Gary  W.  Van  Spronsen,  Phoenix 
:e-president  of  market  development, 
he  whole  idea  is  to  streamline  a  cum- 
rsome  process." 

Could  such  reengineering  cure  the 
ilth-care  industry?  Hospitals  are  virtu- 
y  temples  of  technology,  full  of  diag- 
stic  equipment  and  back-office  com- 
ters  that  tally  up  bills.  But  doctors, 
?  hospitals'  production  workers,  have 
sisted  changes  in  their  work  routines, 
hen  physicians  at  the  University  of 
rginia  Hospital  were  asked  to  use  com- 
ters  to  order  drugs  and  other  treat- 
ints,  they  were  so  angry  they  staged 
10b  action.  Now,  a  new  crop  of  comput- 
•literate  residents  has  embraced  the 
stem.  "Almost  five  years  into  the  pre- 
ss, we  are  finally  where  we  want  to 
,"  says  pediatrics  professor  Thomas 
Massaro,  "using  technology  to  im- 
ove  productivity." 

Doctors  and  other  professional-class 
iddites  won't  be  able  to  escape  the 
;b  of  information  technology  for  long, 
>wever.  Electronic  mail,  videoconfer- 
cing,  laptops,  car  faxes,  and  cellular 
tones  have  changed  the  very  defini- 
>n  of  the  office.  Robert  F.  Mitro,  senior 


TIMBERLAND  new  information  systems  make  it 

HANDLE  SMALL  ORDERS  AS  LARGE  ONES 


PUTTING  A 
SHINE  ON  SHOE 
OPERATIONS 


JQ^t  Timberland  Co.,  reengineering  has  unrav- 


Leled  some  old  assumptions.  The  Hampton 
(N.  H.)  shoemaker  had  always  measured  productiv- 
ity by  the  size  of  each  delivery,  so  priority  was 
given  to  department-store  orders  rather  than 
mmm~~mmmmm^^^^^^^~  those  from  small  retailers.  But  managers  of  the 
$291  million  company  began  to  realize  that  small  boutiques  were  a  growing 
chunk  of  their  business.  Two  years  ago,  they  set  out  to  change  their  routine. 

Timberland  began  by  scheduling  two  or  more  shipments  to  each  customer  a 
week— instead  of  one  big  delivery.  Scanners  automatically  track  inventory  and 
create  shipping  bills,  so  it's  as  efficient  to  handle  small  orders  as  big  ones. 

Reengineering  is  hitting  other  operations,  too.  Instead  of  having  one  depart- 
ment take  orders  and  another  verify  credit,  the  two  were  merged.  Now,  orders 
are  sent  to  manufacturing  via  a  network— faster  and  with  fewer  errors. 

Timberland  is  also  taking  to  the  electronic  highway  to  reach  customers.  By 
letting  stores  transmit  orders  automatically  to  its  computers,  the  company 
expects  to  double  sales  volume  for  every  25%  increase  in  its  sales  force.  At  Tim- 
berland, staying  a  top  shoemaker  means  not  sticking  to  its  last— or  the  past. 

By  Gary  McWiUiams  in  Boston 


vice-president  at  PictureTel  Corp.,  a 
Danvers  (Mass.)  maker  of  videoconfer- 
encing equipment,  says  some  buyers  still 
justify  the  cost  of  a  system  by  savings 
on  travel,  but  the  real  payoff  lies  else- 
where: "Customers  tell  us  that  the  ben- 
efit is  in  their  ability  to  bring  together 
more  expertise,  faster."  The  impact,  he 
says,  is  really  on  the  revenue  line,  not 
on  costs. 

WORKER  INPUT.  Extending  the  networks 
and  the  information  throughout  the  or- 
ganization also  helps  improve  quality, 
responsiveness,  and,  inevitably,  sales  and 
profits.  "In  factories,  people  on  the  line 
are  thinking  like  industrial  engineers," 
says  Carnegie  Mellon's  Florida. 

That's  certainly  true  at  General  Elec- 
tric Co.  After  spending  a  bundle  on  tech- 
nology in  the  1980s,  some  GE  managers 
now  believe  that  redesigning  work  is 
the  real  long-term  solution  to  produc- 
tivity problems.  "We've  taken  automa- 


tion out  of  factories,"  says  Gary  Reiner, 
GE's  vice-president  for  business  devel- 
opment. "We  have  found  that  in  many 
cases  technology  impedes  productivity." 

Instead,  GE's  big  breakthrough  has 
been  giving  workers  flexibility  and  un- 
precedented authority  to  decide  how  to 
do  their  work.  "All  of  the  good  ideas— all 
of  them— come  from  the  hourly  work- 
ers," says  Reiner.  At  GE  Power  Systems, 
a  $6.8  billion  unit  that  makes  generating 
equipment,  changes  in  production  meth- 
ods cut  inventory  carrying  charges  by 
$90  million  to  $100  million  a  year. 

Perhaps  the  biggest  opportunity  for 
reengineering  is  where  the  old  approach 
to  information  technology  has  been  most 
disappointing— in  financial-services  com- 
panies. The  big  banks  and  insurers  were 
notorious  in  the  1980s  for  plugging  in 
more  and  more  number-crunching  power 
every  year  and  trading  up  to  every  new 
gizmo  out  of  Silicon  Valley.  But,  pressed 
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by  losses  in  real  estate  and  other  prob- 
lems, insurers  are  giving  up  their  hide- 
bound ways. 

Aetna  Life  &  Casualty  Co.,  for  exam- 
ple, has  completely  overhauled  the  pro- 
cess of  issuing  a  policy.  A  year  ago,  Aet- 
na had  22  business  centers,  with  a  staff 
of  3,000.  It  took  about  15  days  to  get  a 
basic  policy  out  of  the  office,  in  part  be- 
cause different  employees  had  to  han- 
dle the  application.  Now,  the  operation 
has  been  pared  down  to  700  employees 
in  four  centers— and  customers  get  their 
policies  within  five  days.  How?  Because 
a  single  rep  sitting  at  a  PC  tied  to  a 
network  can  perform  all  the  steps  neces- 
sary—calling into  an  actuarial  data  base, 
for  example— to  process  an  application 


immediately.  When  all  the  relevant  infor- 
mation is  gathered,  the  policy  is  passed 
along  the  network  to  headquarters  in 
Hartford,  where  it's  printed  and  mailed 
within  a  day. 

MORE  WITH  LESS.  The  technology  has 
also  given  Aetna's  sales  force  more  au- 
tonomy. The  old  hierarchy  of  supervisors 
and  agents  has  been  replaced  by  work 
teams  of  about  17  people.  At  Aetna's 
Tampa  office,  the  new  system  for  issuing 
policies  will  save  $40  million  and  im- 
prove productivity  by  25%  this  year,  ac- 
cording to  Bob  Roberts,  who  heads  the 
office.  Adds  Aetna  Chairman  Ronald  E. 
Compton:  "Reengineering  helps  us  solve 
that  modern  business  dilemma— how  to 
do  more  with  less,  and  do  it  better." 


COLUMBIA  PRESBYTERIAN  hospitals  are 

USING  COMPUTERS  TO  HELP  CURE  MEDICINE'S  INEFFICIENCY 
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Dr.  James  J.  Cimino  had  a  problem.  To  find  out 
if  his  patient's  confusion  was  a  sign  of  neuro- 
logical disease,  Cimino  needed  to  test  the  man's 
spinal  fluid.  But  scheduling  a  visit  to  Columbia 
Presbyterian  Hospital's  busy  neurology  unit  was 
■■ m  difficult.  So  he  made  a  note  in  his  computer:  Or- 
der a  spinal  tap  the  next  time  the  patient's  chronic  heart  condition  brought  him 
to  the  New  York  City  hospital's  emergency  room.  Two  weeks  later,  the  patient 
was  there.  And  yes,  having  read  Cimino's  note— which  was  stored  with  the  pa- 
tient's records  in  the  hospital's  computer  system— doctors  did  the  spinal  tap. 

The  case  exemplifies  how  reengineering  hospitals  with  sophisticated  comput- 
er networks  can  help  cure  one  of  medicine's  worst  ills— inefficiency.  "Up  to  40% 
of  all  hospital  costs  are  related  to  the  generation  and  storage  of  information,  so 
it  makes  sense  that  information  technology  can  improve  efficiency,"  says  Dr.  Wil- 
liam M.  Tierney  of  Wishard  Memorial  Hospital  in  Indianapolis. 

Wishard  now  requires  doctors  to  order  all  drugs  and  treatments  for  patients 
via  computer.  The  system  then  automatically  warns  of  potential  problems, 
such  as  allergic  reactions  or  duplicated  tests.  Doctors  tend  to  make  fewer 
mistakes  and  order  fewer  tests.  The  result:  Costs  per  patient  are  $900  less.  "To 
stay  competitive,"  concludes  Tierney,  "doctors  really  have  to  get  into  the  elec- 
tronic medium." 

By  John  Carey  in  Washington 


That's  what  banks  must  do,  as  we 
The  first  step  toward  automation  was, 
course,  the  now-ubiquitous  automat 
teller  machine.  More  recently,  ban 
have  boosted  their  bottom  lines  by  si: 
ply  farming  out  costly  information-pi 
cessing  jobs,  such  as  check  processir 
Today,  about  half  of  the  nation's  che 
processing— once  the  mainstay  of  t 
bank  back  office— has  been  farmed  out 
more  efficient  specialty  firms,  such 
Electronic  Data  Systems  Corp.  and  Pi 
ot  Systems. 

Now,  banks  are  using  technology 
make  their  front-office  workers  far  mc 
efficient.  At  Cleveland's  Society  Nati( 
al  Bank,  for  example,  routine  custo 
er-service  work  has  been  automated 
that  70%  of  phone  calls  are  handl 
through  a  voice-mail  system.  That  fre 
customer-service  reps  to  help  deposik 
who  really  need  a  human's  assistam 
And  laptops  have  liberated  loan  office 
from  their  desks.  "If  you  call  us  and  s 
you  want  to  refinance,"  says  Executi 
Vice-President  Allen  Gula  Jr.,  "w< 
meet  you  in  your  parking  lot  at  luncl 

But  the  real  challenge  for  financ 
institutions  will  be  to  get  rid  of  the  n 
lions  of  tons  of  paper— from  checks 
loan  applications— that  soak  up  millic 
of  employee  hours  and  add  billions 
dollars  to  costs.  One  possible  solution 
image  processing.  Some  big  insurers 
ready  use  these  setups  to  move  digi 
pictures  of  documents  through  their 
fices  at  the  speed  of  electrons,  rath 
than  at  the  speed  of  the  guy  from  t 
mail  room.  In  addition,  many  worke 
can  look  at  a  document  simultaneous! 
inertia.  Fannie  Mae  hopes  to  sharj 
cut  costs  of  mortgage  applications 
banishing  paper.  It's  linking  3,000  lei 
ers  by  computer  and  developing  sc 
ware  that  will  cut  processing  time 
putting  the  whole  operation  on  comp 
er  networks.  Today  the  average  cost 
processing  a  new  loan  is  $5,337,  or  4.1 
of  the  loan  amount.  But  the  most  ej 
cient  lenders  can  do  the  job  for  h 
that.  Their  secret:  slashing  paperwoi 
"The  technology  exists,"  says  Rain 
"It's  a  matter  of  overcoming  the  inerti 

Perhaps  nowhere  in  the  service  sec 
has  information  technology  had  more 
an  impact  than  in  retailing.  In  the  198 
Wal-Mart  Stores  Inc.  leaped  to  No.  1 
the  U.  S.  retail  business  by  keeping 
prices  low,  its  stores  better  stocked,  e 
its  inventories  tight.  Its  not-so-sec: 
weapon  was  technology— including  sal 
lite  networks  linking  each  point-of-s 
terminal  to  distribution  centers  a 
headquarters  in  Bentonville,  Ark. 
tracking  every  sale  to  see  what's  sell 
and  what's  sitting,  Wal-Mart  avoids  a 
ly  markdowns  to  inventory. 

Now,  scores  of  retailers  are  follow 
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ON  THE  CONTINENT,  A  NEW  ERA  IS  ALSO  DAWNING 


lilt? 


»jo|6|oio(c 


When  it  comes  to 
information  technol- 
ogies, the  1980s 
seemed  to  last 
longer  in  Europe 
than  in  the  U.S. 
By  1990,  recession 
and  rising  global 
competition  were 
forcing  U.  S.  corpo- 
rations to  question 
their  use  of  technol- 
ogy. In  Europe, 
however,  companies 
ere  still  laying  plans  to  move  into 
e  unified  market  and  into  Eastern 
jrope.  As  businesses  expanded,  so 
d  computer  budgets. 
By  now,  a  new  era  has  dawned  on 
e  Continent:  a  period  of  slow  eco- 
imic  growth  and  unpre- 
dented  competition.  And 
at's  bad  news  for  the 
mputer  salesmen  who 
ed  to  find  companies  such 
Sweden's  ica  Handlarnas 
ishovers  for  new  gear.  By 
e  early  1990s,  as  Sweden 
epared  to  join  the  Euro- 
an  Community,  the  Stock- 
ilm-based  $7.9  billion  food 
operative  was  worried 
at  competition  would  grab 
arket  share  and  crimp  its 
t  profit  margins.  A 
reamlining  was  in  order, 
id  ica's  information  sys- 
ins  would  have  to  play  a 
le. 

Up  until  then,  all  those 
mputers  had  done  little 
help  the  bottom  line.  In 
j|,  because  the  three  sales 
gions  couldn't  share  their 
ita,  the  movement  of 
>ods  to  retail  stores  was 
efficient,  and  the  regional  offices 
metimes  ran  marketing  campaigns 
at  conflicted  with  one  other.  To 
raighten  things  out,  ICA  hired  An- 
rsen  Consulting. 

Today,  a  "reengineered"  ica  has 
ked  all  of  its  3,350  retail  stores  to  a 
lgle  mainframe  data  base.  With  in- 
ntory  data  more  readily  available, 
e  company  has  been  able  to  shut  a 
ird  of  its  warehouses  and  distribution 
nters  and  has  halved  its  overall 
5ts.  It  slashed  the  wholesaling  work 
•ce  of  5,000  by  30%  over  three  years, 
en  as  revenue  grew  more  than  15%. 
Dre  job  cuts  are  planned,  but  the 
ins  aren't  merely  in  cost  reduction, 
ow  that  we  have  the  infrastructure, 


we  can  focus  on  the  best  way  to  orga- 
nize the  work,"  says  Torsten  Engevik, 
director  and  chief  information  officer  at 
ICA.  He's  fine-tuning  marketing  with 
data  on  every  sale  and  may  eliminate 
invoices  entirely  by  paying  suppliers 
for  goods  as  they  enter  a  warehouse. 
slipups,  ica  is  hardly  alone.  Other  Eu- 
ropean companies  that  are  jumping  on 
the  reengineering  bandwagon  range 
from  Britain's  Reuters  Holdings  and 
Rolls-Royce  Motor  Cars  to  Union  Bank 
of  Switzerland,  Ciba-Geigy,  and  Sie- 
mens. "As  competition  hots  up,  they're 
seeing  the  need  to  rethink  what 
they're  doing,"  says  William  Barnard, 
managing  partner  in  Europe  for  Ander- 
sen Consulting' s  strategic  management 
practice.  In  Europe,  Andersen  now 
competes  with  outfits  such  as  Oasis, 


The  companies  doing  the  most  reen- 
gineering are  those  that  face  new  com- 
petition, whether  through  deregulation 
or  the  single  market.  Retailing,  finan- 
cial services,  and  telecommunications 
are  ahead,  while  auto,  steel,  and  ma- 
chine-tool makers  are  lagging.  Some- 
times, as  in  Italy  and  Germany,  strong 
unions  stall  reengineering.  Then  there 
are  cultural  factors.  Pride  in  their  craft 
keeps  German  workers  from  embracing 
change,  says  Gunter  Conrad,  a  part- 
ner at  Andersen  Consulting  in  Munich: 
"When  you  used  to  be  the  best  manu- 
facturers in  the  world,  it  is  sometimes 
difficult  to  admit  that  other  ways  of 
doings  things  might  be  better." 

The  cultural  impediments  in  Europe 
are  nothing  compared  with  those  in 
Japan.  Its  bloated  corporations  could 


BMS  Bossard,  and  Index  Management. 

As  in  the  U.  S.,  a  major  reengineer- 
ing goal  is  improving  relations  with 
customers.  In  1990,  John  Parcell,  man- 
aging director  of  Reuters'  British  arm, 
was  deluged  with  customer  complaints. 
The  problem  was  that  several  depart- 
ments were  dealing  independently  with 
subscribers  of  Reuters'  information  ser- 
vice. There  were  too  many  slipups, 
and  Reuters  was  losing  market  share. 
Parcell  decided  to  reorganize  his  separ- 
ate marketing,  sales,  and  installation 
departments  into  a  multitude  of  three- 
person  teams.  Now  terminals  are  in- 
stalled in  less  than  two  days,  down 
from  five,  and  they're  up  and  running 
in  a  matter  of  minutes. 


be  far  more  efficient,  says  Yotaro  Suzu- 
ki, senior  vice-president  of  the  Japan 
Institute  of  Office  Automation.  "But 
reengineering  would  require  changing 
basic  facets  of  the  Japanese  business 
environment  and  culture." 

"Different  countries  and  industries 
are  not  just  going  to  adopt  the  North 
American  model,"  says  James  E.  Short, 
assistant  professor  of  information  man- 
agement at  London  Business  School. 
Ultimately,  Europe  and  Japan  will  have 
to  find  their  own  paths  to  the  produc- 
tivity targets  being  set  by  economic 
competitors  in  the  U.  S.  and  elsewhere. 

By  Fred  Guterl  in  London,  with 
Jonathan  B.  Levine  in  Paris  and  Neil 
Gross  in  Tokyo 
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Two  PCMCIA  2.0  Slots, 
Type  II  (5mm)  and 
Type  "IV"  (16mm): 

Twice  the  expandability. 
Easily  accepts  multiple 
cards  including  hard  disk 
dnves,  modems  and  net- 
work adaptors. 


3:HS 


LCD  Status  Bar:  Delivers  an  instant  read  of  th< 
battery  life  remaining,  power-saving  mode,  and 
a  host  of  other  key  notebook  settings. 


Blazing  33MHz  i486SL: 

With  built-in  coprocessor 
support,  delivers  the 
ultimate  in  notebook 
processing  power. 


Some  say  the  T4600 : 
Because  inlife;thei 


T4600C 

•  9.5"  color  active  matrix 
TFT-LCD  screen 

•  120/200/340MB  HDD 
•6.9  lbs. 

•  NiMH  battery 

T4600 

•  9.5"  high-contrast,  black  and 
white  LCD  screen 

•  120/200MBHDD 

•  6.4  lbs. 

•  NiCd  battery 

BOTH  MODELS 

•  Intel  486SL/33MHz,  3.3  volt 
processor  with  8K  cache 

•  4MB  RAM  expandable  to  20MB 

•  Type  II  (5mm)  and  Type  "IV" 
(16mm)  PCMCIA  slots 

•  BallPoint1"  mouse  w/QuickPort 

•  Toshiba  MaxTime'"  Power 
Management  system,  and 
extensive  3.3v  components  pro- 
vide industry-leading  battery  life 

•  Pre-installed 
software: 
DOS  6.0, 
Windows 
3.1,  and 
Ultrafont." 


Large  9.5"  Color  Active  Matrix  TFT-LCD  Screen:  This 
exceptional  technology  delivers  spectacular  color  for  vivid 
graphics  and  dazzling  presentations. 


in 


30  SBBffl 


BallPoint  Mouse  with 
QuickPort' ':  Attaches 
easily,  without  messy 
cords,  for  ergonomi-  ^ 
cally  ideal  input- 
perfect  for 
Windows® 
applications. 


m 
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Replace  Your  Desktop: 

Just  snap  your  notebook 
into  the  Desk  Station  IV, 
and  you're  instandy  con- 
nected to  your  printer,  VGA 
monitor,  mouse,  and  full- 
size  keyboard.  Now  you 
only  need  one  computer. 


tter  than  life  itself, 
compromise. 


Introducing  the  T4600  Series. 
Make  no  compromise. 

Get  the  awesome  power  of  a 
53MHz  i48fTSL  processor,  and  don't 
sacrifice  battery  life.  Add  a  9.5"  color 
ictive  matrix  TTT-LCD  screen,  and 
iccess  all  185,193  eye-popping 
/GA  colors.  Pack  a  massive 
540MB  hard  dnve  and 
lever  have  to  leave  a  file  at  home 
jet  your  hands  on  the  BallPoint"  mouse,  snap  it  into  its 
DuickPorT,  and  never  waste  a  moment  or  a  motion. 


Carry  two  slots  for  industry-standard  PCMCIA 
cards— including  one  large  enough  for  the  new 
i  generation  of  removable 
hard  drives— and  take  the 
!  next  big  step  in  penpherals. 
Glance  at  the  QuickRead 
LCD  status  icon  bar 
/  for  an  instant  read  of 
battery  life,  power 
management,  keyboard  settings,  and  more. 
This  is  no  time  for  compromise.  This  is  the 
time  to  get  your  hands  on  the  T4600  Series. 
For  a  dealer  near  you,  call  1  (800)  457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


,0  1993  Toshiba  America  Information  Systems,  Inc.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  product  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 


in  Wal-Mart's  footsteps— because  they 
must.  At  Detroit-based  Frank's  Nursery 
&  Crafts,  managers  can  use  wireless 
handheld  scanners  to  check  inventory 
on  the  store  shelves.  It  can  even  add 
stock  in  stores  where  the  weekend 
weather  forecast  is  good.  Pressure  is 
coming  from  manufacturers  as  well.  To 
make  its  retailers  more  efficient,  Levi 
Strauss  &  Co.  created  its  own  inventory 
tracking  system.  According  to  Paul  Ben- 
chener,  Director  of  Global  Quick  Re- 
sponse, the  results  have  been  handsome. 
About  half  of  Levi's  100  biggest  accounts 
use  the  system  and,  for  them,  sales 
shot  up  24%  last  year.  At  the  other 
big  stores,  sales  rose  a  paltry  3.6%. 

The  future?  Ask  John  W.  Fitzge- 
rald, vice-president  of  information 
services  at  McKesson  Corp.,  the  na- 

HIGH  TECH  KEEPS 
A  RETAILER 
FROM  WILTING 


These  information  systems  are  now 
snowballing  as  more  and  more  suppli- 
ers and  vendors  get  on  the  networks. 
Strawbridge  &  Clothier,  a  Philadelphia 
retailer,  has  been  getting  rid  of  ven- 
dors that  are  not  hooked  into  its  point- 
of-sale  systems.  "They  couldn't  compete," 
says  Corporate  Vice-President  Thomas 
S.  Rittenhouse. 

The  new  links  even  hold  out  the 
promise  of  revival  for  U.  S.  clothing 
manufacturers.  Apparel  makers  took  a 
terrible  beating  in  the  1980s  from  low- 
cost  Asian  producers.  Jobs  dried  up,  fac- 


ficiently  and  accurately.  So  where's  tli» 
product?' 

For  such  improvements  to  really  pe-, 
meate  the  all-important  service  sectq- 
hundreds  more  companies  will  have  I 
get  on  board.  Many  will  first  have  1 
undo  what  they  did  in  the  1980s,  saw 
Steven  Walleck,  a  director  at  McKinsq 
&  Co.  "The  people  who  were  thrown! 
capital  at  the  issue  of  labor  productivh: 
got  the  cart  before  the  horse,"  he  saw 
And  now,  "a  lot  of  wreck-and-rebuild  ji 
required." 

Before  it's  over,  we  may  not  recog 


It's  a  jungle  out  there  in  retail 
land.  And  the  only  way  to  stay 
ahead  is  to  keep  the  customers 
happy,  the  inventory  fresh,  and 
the  checkout  lines  short.  That's 
why  Frank's  Nursery  and  Crafts 
Inc.  has  reworked  its  287  plant 
and  crafts  stores  with  the  help 
of  the  latest  information  technolo- 
gy—including wireless  scanners 
and  a  satellite  network. 

Workers  used  to  spend  hours 
every  day  laboriously  recording 
the  status  of  thousands  of  craft 

items  and  plants.  A  year  ago,  they  got  handheld  scanners 
to  read  universal  product  code  labels  on  merchandise  as 
they  roam  the  aisles.  If  an  item  is  out  of  stock,  they  can 
transmit  orders  to  headquarters  right  on  the  spot.  That 
has  eliminated  cumbersome  paperwork  and  cut  by  75%  the 
time  spent  replenishing  inventories.  The  payoff:  more 
time  for  such  tasks  as  teaching  clerks  about  the  products. 

Technology  solved  another  problem,  too.  Frank's  used  to 
be  plagued  by  long  checkout  lines.  The  culprit:  card  au- 
thorizations via  a  credit-reporting  agency.  Getting  through 


on  the  phone  took  up  to  45  seconds.  To  solve  the  problem, 
Frank's  installed  a  $4  million  satellite  system  connecting  its 
stores  directly  with  Visa  USA  Inc.  Now,  authorization 
comes  in  a  mere  seven  seconds.  Better  yet,  cutting  out  the 
middleman's  fees  paid  for  the  satellite  system. 

The  satellite  link  handles  other  chores,  too.  For  in- 
stance, headquarters  can  control  advertising  messages 
piped  in  over  in-store  speakers.  It  can  even  select  back- 
ground music  and  control  the  volume  at  each  location. 

By  David  Woodruff  in  Detroit 


tion's  largest  distributor  of  pharmacy 
and  health  and  beauty-aid  products. 
McKesson  has  been  using  computerized 
inventory  systems  for  more  than  a 
decade.  And  Fitzgerald  thinks  he  al- 
ready sees  the  next  wave  of  productiv- 
ity-enhancing change:  systems  that  tight- 
ly link  customers,  retailers,  distributors, 
and  manufacturers.  Instant  response 
means  less  money  spent  on  interest 
charges,  idle  plants,  and  inventory  build- 
ups. The  paper  invoice  will  go  the  way 
of  the  quill  pen.  "We're  going  to  have  a 
seamless  network.  It  will  be  transparent 
to  everybody,  and  all  without  paper." 


tories  closed.  But  reorganizing  around 
the  new  networks  has  brought  the  in- 
dustry fresh  hope.  Levi's,  for  example,  is 
replacing  its  19th-century  piecework  sys- 
tem with  new,  team-based  production. 
The  objective  is  to  start  building  the 
clothing  that  has  actually  been  ordered 
instead  of  piling  up  sleeves  and  pants 
legs  for  garments  that  might  never  be 
needed. 

At  the  same  time,  Levi's  is  planning 
to  upgrade  its  national  distribution  sys- 
tem. Retailers,  says  Levi's  Benchener, 
"started  demanding  more  efficiency.  They 
said:  'We  can  get  orders  to  you  more  ef- 


the  workplace.  Technology  is  turnh 
sales  reps  into  designers  and  produ 
tion  workers  into  engineers.  It  is  wipiij 
out  whole  layers  of  managers  and  em 
tying  warehouses.  Says  Ford  Motor  C 
engineer  Peter  R.  Sferro:  "We  wor 
need  draftsmen,  designers,  purchasii 
agents,  or  even  mold  makers." 

That  will  mean  big  changes  for  wor 
ers.  Those  who  survive  the  downsizin 
says  Bergstein  of  Technology  Solutior 
"will  have  more  tasks,  more  responsih 
ity,  and  more  information  to  work  witl 
They  should  earn  more  money  as  we 
According  to  Princeton  University  eco 
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CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  by  X  Open, 
The  International,  Not- For- Profit 
Organization  For  Open  Systems. 


^^e-engineering  your  organization  to  meet  the  chal- 
lenges of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
executives.  Open  systems  are  proven  to  be  the  most  flexible 
and  cost- efficient  way  to  enable  strategic  change.  Without 
jeopardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
a  standard  you  can  count  on.  That's  where  X/Open™  comes  in 
We're  an  independent,  not-for-profit  consortium  of  end-users, 
and  just  about  every  major  international 
system  and  software  vendor.  We  don't  sell 
products.  We  provide  the  information 


and  tools  to  ensure  that  open  systems  are  truly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 

For  a  copy  call  1-800-568-OPEN  in  the  U.S. 
and  Canada,  or  +1-818-898-3886  inter- 
nationally. It's  required  reading  for  the  1990s. 


The  World's  Standard  For  Open  Systems. 


O  1992,  X/Open  Company,  Ltd  All  rights  reserved  X/Open  and  the  X  device  are  Trademarks  of  X/Open  Company,  Ltd  in  the  U  K  and  other  countries 
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omist  Alan  B.  Krueger,  workers  who 
use  computers  earn  an  average  of  10% 
to  15%  more  than  those  who  don't,  even 
for  the  same  job.  Secretaries  who  use 
computers,  for  instance,  enjoy  a  premi- 
um of  up  to  30%.  And,  says  Krueger, 
the  differential  has  held  up  despite  a 
big  increase  in  the  number  of  workers 
with  computer  skills. 

And  those  who  don't  get  those  up- 
graded new  jobs?  One  possibility  is  that 
they'll  decline  into  an  expanding  under- 
class. But  that,  too,  may  be  a  short- 
term  phenomenon.  Technology  may  actu- 
ally close  the  gap  between  the  techno- 
workers  and  the  less  skilled.  New  graph- 
ical programs,  such  as  software  written 
for  Microsoft  Corp.'s  Windows,  are  mak- 
ing computers  more  accessible  to  mil- 
lions of  workers. 

Where  will  the  work  come  from? 
"Farmers  asked  the  same  question  in 
the  1800s,  and  sweatshop  workers  asked 
it  in  the  early  part  of  this  century,"  says 
Morgan  Stanley's  Roach.  "In  each  of 
those  times,  the  system  was  flexible 
enough  to  come  up  with  new  job-creat- 
ing solutions."  After  all,  a  decade  ago, 
Microsoft  employed  300  people.  Today, 
the  number  is  15,000. 
THE  KEY.  Major  technological  changes 
have  always  meant  enormous  upheaval 
for  both  economies  and  societies.  But 
the  U.  S.  will  surely  be  far  better  off 
with  technology-driven  productivity 
gains  than  without  them.  Improved  pro- 
ductivity is  still  the  only  way  we  know 
to  boost  a  nation's  standard  of  living. 
And  U.  S.  productivity  gains,  in  turn, 
can  come  only  from  technology  and  the 
workplace  changes  it  spawns.  "It's  abso- 
lutely unambiguous,"  says  Columbia  Uni- 
versity economist  Frank  R.  Lichtenberg. 
"Productivity  gains  are  crucial  for  our 
long-term  economic  well-being." 

That's  especially  true  in  an  era  of  in- 
tense international  competition.  If  U.  S. 
companies  don't  take  advantage  of  tech- 
nological and  management  innovation, 
their  foreign  competitors  will.  The  same 
reengineering  wave  that  is  transform- 
ing American  business  is  building  in  Eu- 
rope (page  Oil  and  could  someday  spread 
to  Japan. 

More  than  macroeconomic  policy, 
international  trade  agreements,  and  even 
access  to  natural  resources,  the  ability  to 
harness  extraordinary  technological 
change  will  define  economic  winners  and 
losers  in  the  foreseeable  future.  And  it 
appears  that,  after  a  decade  of  trying, 
American  business  may  finally  have  the 
key  to  the  new  industrial  revolution. 

By  Howard  Gleckman  in  Washington, 
with  John  Carey  in  Washington,  i'usselll 
Mitchell  in  San  Francisco,  Tim  S?nort  in 
New  Haven,  Chris  Roush  in  Tampa,  and 
buna u  reports 


ASSEMBLING 
MODEL  As  IN 
THE  1930s 


GAUGING  OUTPUT:  IT'S  NOT  JUST 
COUNTING  WIDGETS  ANYMORE 


It's  easy  to  mea- 
sure the  output  of 
a  steel  mill.  Steel 
does  not  change 
much  from  year  to 
year,  so  gauging 
production  means 
toting  up  how  much 
was  made  of  the 
different  grades. 
But  what  about  a 
computer  factory, 
where  every  year 
the  power  of  the 
products  improve  and  prices  drop?  Or 
a  hospital,  where  no  one  is  even  sure 
what  output  means? 

The  U.  S.  is  using  a  Model  A  system 
to  calculate  the  performance  of  an  In- 
tel 486  economy.  The  government  uses 
a  simple  definition  of  productivity:  in- 
flation-adjusted output  per  hour  of 
work.  The  problem  is  the  way  output 
is  gauged— essentially,  the  value  of 
goods  sold  less  the  cost  of  goods  pur- 
chased. When  the  statistical  system 
was  devised  in  the  1930s,  goods-pro- 
ducing industries  accounted  for  57% 
of  output  and  40%  of  the  nonfarm  jobs. 
But  by  1992,  goods  accounted  for  just 
40%  of  output  and  22%  of  employment. 
In  some  fields,  such  as  financial  servic- 
es, government  statisticians  simply 
can't  define  just  what  is  being  sold. 

None  of  this  would  matter  much  if 
investors,  business  planners,  and  poli- 
cymakers didn't  depend  on  productiv- 
ity numbers.  As  the  Clinton  Adminis- 
tration dabbles  in  industrial  policy,  it 
will  inevitably  look  to  productivity 
numbers  to  pick  winners  and  losers. 

Three  separate  problems  distort  the 
data:  Government  lumps  industries  in 
groups  that  make  no  economic  sense, 


so  the  same  amount  of  information 
provided  for  buggy  whips  (SIC  311 
as  for  microprocessors  (SIC  3674).  T 
Bureau  of  Labor  Statistics  (bls)  giv 
data  for  17  categories  of  apparel  rra 
ufacturing  but  only  one  for  compt 
ers.  Also,  the  measurement  of  outpi 
especially  in  services,  often  amounts 
little  more  than  an  informed  guei 
And  statistical  agencies'  budgets  ha 
been  squeezed  so  hard  that  they  ha 
trouble  producing  data  on  schedule. 
GO  figure.  A  major  revision  of  t 
data  classifications  is  under  way,  but 
will  take  years  to  implement.  Ev 
then,  fundamental  conceptual  problei 
will  need  to  be  tackled.  For  instani 
in  an  information  economy,  intellectt 
property  is  a  key  output.  You'd  nev 
know  it  by  how  we  evaluate  softwai 
Exports  are  valued  at  the  cost  of  t 
disks  and  the  manuals,  so  a  $500  pi 
gram  might  be  entered  at  just  a  f< 
dollars.  And  the  understanding  of  s< 
vice  output  is  so  poor  that  despite  t 
financial-services  boom  of  the  eai 
and  mid-1980s,  the  government  da 
show  the  finance  sector  grew  mo 
slowly  than  the  overall  economy. 

"If  we're  going  to  measure  outpi 
we  first  have  to  figure  out  what 
means,"  says  former  bls  head  Jan 
L.  Norwood.  One  of  the  biggest  pre 
lems,  she  notes,  is  adjusting  data  f 
qualitative  changes.  In  the  late  1980s, 
major  government  effort  resulted 
a  new  way  to  measure  the  value 
computers  that  accounts  for  their  i 
creasing  power.  That  helped,  but  un 
other  improvements  are  devised,  i 
vestors  and  government  planners  m 
be  flying  blind  into  the  21st  centurj 

By  Stephen  H.  Wildstrom 
Washington 
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"I'M  A  REAL 
STICKLER  ABOUT 
BREAKFAST. 
SO  IF  YOURS 
ISN'T  JUST  RIGHT, 

I'LL  PAY 
FOR  IT  MYSELF." 


We  want  your  breakfast  to  be  perfect  in  every  way  — 
preparation,  presentation,  service  and  timing.  If  everything  isn't 
just  so,  it's  on  us.  Call  your  travel  agent  or  1-800-228-9290. 
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SPENDING  THE  PRODUCT 
DIVIDEND:  A  SHOPPING 


Productivity  inevitably  translate 
better  econom/c  performance  ir 
respect.  But  the  ultimate  impact 
be  manifested  in  a  variety  of  wc 


JOBS,  JOBS,  JOBS 
— EVENTUALLY 


NEW  HIRING  SHOULD  FOLLOW  PRODUCTIVITY  GAINS 
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Revolutions  are  al- 
ways bloody,  and  the 
productivity  revolu- 
tion is  no  exception. 
As  companies  large 
and  small  embrace 
new  technologies 
and  eliminate  jobs, 
millions  of  workers 
are  finding  that  their 
old  careers  are  be- 
coming obsolete.  In 
just  the  past  year, 
even  as  the  economy 
grew  by  some  2.6%,  more  than  500,000 
clerical  and  technical  positions  disap- 
peared, probably  forever.  And  better  in- 
formation systems  are  eliminating  the 
need  for  lots  of  middle  managers.  It's  no 
wonder  that  so  many  Americans  are  dis- 
tressed: They  see  their  paychecks  lag- 
ging inflation,  and  they  worry  about 
joining  their  families  and  friends  in  the 
ranks  of  the  unemployed.  To  these  folks, 
the  productivity  revolution  is  a  threat, 
not  a  boon. 

Yet  history  offers  striking  evidence 
that  technological  revolutions  eventually 
create  many  more  jobs  than  they  des- 
troy. For  every  horse-carriage  manufac- 
turer or  linotype  operator  sidelined  by 
technology,  new  industries  and  job  skills 
have  been  created.  That  has  certainly 
been  true  for  innovations  such  as 
electricity  in  the  19th  century  and  the 
automobile  in  the  early  20th  century, 
which  brought  forth  vast  new  industries 
employing  millions  of  people.  "Over  the 
past  200  years,  there's  been  no  tendency 
toward  rising  unemployment  because  of 
people  being  kicked  out  of  jobs  by  ma- 
chines," says  Joel  Mokyr,  an  economic 
historian  at  Northwestern  University. 
"It  hasn't  happened— not  here,  not  in 
Europe,  and  not  in  Japan." 

This  reassuring  historical  perspective 
offers  cold  comfort  for  an  unemployed 
manager  or  secretary  who  has  to  some- 
how meet  the  next  mortgage  payment. 
For  the  short  run— that  is,  in  the  next 
several  years— the  employment  picture  is 
mixed.  With  companies  such  as  Aetna 
Life  &  Casualty  Co.  and  Sears,  Roebuck 
&  Co.  using  new  technology  to  slice 


back-office  employment,  the  economy  is 
unlikely  to  produce  a  bonanza  of  new 
jobs.  Few  economists  expect  the  unem- 
ployment rate,  which  is  now  stuck  at 
7%,  to  drop  sharply  until  1994,  at  the 
earliest. 

Still,  the  productivity  boom  of  the 
1990s  is  already  spawning  the  begin- 
nings of  new  job-creating  industries.  The 
first  signs  of  employment  growth  are 
visible  in  computer-related  areas.  The 
number  of  jobs  at  companies  that  sup- 
ply software  and  data-processing  servic- 
es has  grown  by  120,000  over  the  past 
four  years.  And  corporate  customers, 
hungry  for  help  in  reorganizing  their 
businesses  around  the  latest  information 
technology,  are  boosting  employment  at 
management  consultants  such  as  Ander- 
sen Consulting,  which  has  grown  by 
about  30%  since  1989. 
spending  power.  The  computer  and 
software  industries  will  supply  only  a 
small  part  of  the  new  hiring,  however. 
Rising  productivity  eventually  will  spur 
job  creation  in  a  broad  swath  of  indus- 
tries, ranging  from  entertainment  to  ed- 
ucation to  scientific  research.  The  rea- 
son: Faster  productivity  growth  means 
that  per-capita  income  will  start  increas- 
ing again  after-  years  of  stagnation.  Con- 
sumers will  enjoy  rising  real  incomes 
and  will  be  able  to  spend  more  on  non- 
essentials, such  as  entertainment  and 
travel.  Companies,  flush  with  higher 
profits,  will  be  able  to  invest  more  in  re- 
search and  development.  And  more  mon- 
ey will  be  available  to  address  such 
pressing  social  problems  as  pollution  and 
decaying  schools. 

The  productivity  bonanza  won't  stop 
there.  In  a  classic  example  of  a  virtuous 
cycle,  automobile  companies,  steel  man- 
ufacturers, and  drugmakers  will  be  able 
to  turn  out  products  more  efficiently 
and  thus  hold  down  price  increases.  Sta- 
ble prices  should  dampen  inflationary 
pressures  and  keep  down  interest  rates, 
spurring  long-run  investment.  And  U.S. 
goods  and  services  will  become  more 
competitive  in  world  markets,  creating 
new  export  opportunities. 

All  this  economic  activity  could  gener- 
ate millions  of  new  jobs.  Restoring  the 


REAL  WAGES  ARE 
STILL  STAGNANT 


s 


AVERAGE  ANNUAL 
RATE  OF  GROWTH 

WAGES  AND  SALARIES  PER 
WORKER  1987  DOLLARS 


▲  PERCENT 

DATA:  COMMERCE  DEPT,  BUSINESSWEEK 


stagnatin; 
as produc 
begins  to 

HIGHER  CORPORATE  PROFITS  AND  STOC 

Corporate  cost-cutting  and  a  boost 
low  interest  rates  have  sent  profits  s 
by  25%  since  1991,  helping  push  th 
market  to  record  levels. 


LOWER  INFLATION  AND  INTEREST  RATES 

competition  is  keeping  inflation  low 
inflation  means  low  interest  rates,  w 
billions  of  dollars  into  the  pockets  ol 
businesses  and  homeowners. 

SHORTER  WORK  HOURS  Although  Am 
feel  like  they're  working.harder anc 
longer,  when  productivity  rose  in  th 
in  France  and  Germany,  it  enabled 
there  to  cut  back  on  their  hours  and 
more  holidays.  Americans  may  yet 
similarly. 

INCREASED  PUBLIC  SPENDING  ON  HEAL1 
EDUCATION,  AND  ENVIRONMENT  Riche 
countries  spend  more  money  on  sue 
goods  as  health  and  education.  The 
where  much  of  America's  productiv 
gains  went  in  the  1980s. 


long-term  productivity  growth  rate 
its  1960s  levels— around  2%  annuall 
would  boost  national  output  by  1 
more  than  it  would  otherwise  grow  o- 
the  next  decade.  That  would  give  j 
U.  S.  an  additional  $600  billion  or  so 
spend  each  year.  To  get  an  idea  of  i 
number  of  jobs  this  sum  could  produ 
look  at  state  and  local  governmer 
They  spend  $850  billion  annually  toe 
and  employ  about  16  million  people. 
movies  and  museums.  One  big  wini 
from  higher  productivity  and  rising  af 
ence  could  be  the  entertainment  i 
recreation  industries.  Consumers  w 
annual  incomes  over  $50,000  dev> 
nearly  6%  of  their  spending  to  ent 
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nent,  compared  v/ith  4.5%  for  av- 
e  Americans.  So  as  overall  incomes 
a  whole  range  of  leisure-time  indus- 
may  expand  sharply.  That  has  al- 
y  started.  Over  the  past  four  years, 
ioyment  in  the  movie-production  in- 
ry  has  jumped  by  almost  30%,  to 
)00,  far  outpacing  any  other  sector 
e  economy  (chart).  Real  spending  on 
aational  activities  such  as  partici- 
sports  has  risen  by  about  9%,  al- 
double  the  rate  for  all  other  consu- 
spending.  Walt  Disney  Co.,  which 
s  the  whole  range  of  leisure-time 
aesses,  has  by  itself  added  19,000 
workers  since  1988. 
le  same  economic  calculus  applies 


to  cultural  activities,  which  are  luxuries 
a  poor  economy  can't  afford.  Spending 
on  books,  adjusted  for  inflation,  has  gone 
up  sharply,  by  more  than  16%,  over  the 
past  few  years,  as  has  employment  in 
bookstores.  The  number  of  people  who 
are  employed  as  writers,  musicians,  and 
artists  has  risen  by  some  20%  since 
1988,  to  535,000.  Museums  and  other 
cultural  institutions,  too,  have  been  add- 
ing new  workers  throughout  the  reces- 
sion far  faster  than  the  rest  of  the  econ- 
omy has. 

The  education  industry,  too,  will  like- 
ly do  a  lot  of  hiring  in  the  years  to 
come.  As  the  rising  productivity  boosts 
per-capita  income,  people  will  become 


even  more  willing  to  spend  on  educa- 
tion: According  to  the  Labor  Dept.'s 
Consumer  Expenditure  Survey,  spending 
on  schooling  rises  faster  than  any  other 
category  as  income  goes  up.  Older  work- 
ers will  return  to  school  to  get  the  com- 
puter skills  they  need  in  the  new  econo- 
my. In  addition,  K-12  enrollments  are 
anticipated  to  rise  by  10%  over  the  rest 
of  the  decade:  Already,  increasing  school 
enrollments  have  generated  700,000  new 
education  jobs  since  1989. 

As  hard  as  it  may  be  to  believe  at  a 
time  of  government  budget  cuts  and  in- 
creasing taxes,  rising  productivity  will 
also  enable  the  U.  S.  to  afford  more  pub- 
lic spending  on  the  environment,  edu- 
cation, and  scientific  research,  which  will 
generate  a  whole  new  set  of  jobs.  This 
could  reverse  the  trend  of  the  past  two 
decades,  when  stagnant  incomes  sapped 
popular  support  for  public  investment 
and  social  programs.  "With  an  addition- 
al $630  billion  per  year,  we  could  sub- 
stantially increase  support  for  all  areas 
of  scientific  inquiry,  even  as  we  con- 
sume more  and  address  any  number  of 
serious  social  problems,"  says  Paul  Rom- 
er,  an  economist  at  the  University  of 
California  at  Berkeley  who  specializes 
in  growth. 

SHUTTERED  WALLETS.  There's  a  rub, 

however:  Most  of  the  new  jobs  won't 
be  created  until  Americans  start  feel- 
ing rich  enough  to  open  their  wallets.  So 
far,  that  isn't  happening.  Despite  the 
recent  gains  in  productivity,  real  wages 
and  salaries  have  stagnated  for  the  past 
four  years  (chart),  with  high  unemploy- 
ment making  it  hard  for  workers  to 
push  for  pay  raises.  Indeed,  according  to 
the  latest  figures  from  the  Bureau  of 
Labor  Statistics,  executives  and  manag- 
ers have  actually  absorbed  a  decline  in 
earnings,  adjusted  for  inflation,  over  the 
past  year. 

For  now,  productivity  improvements 
are  being  reflected  elsewhere— in  slower 
inflation  and  lower  long-term  interest 
rates,  and  in  higher  corporate  profits 
and  a  record-high  stock  market  (table). 
In  the  past,  when  profits  rose  high 
enough,  "prices  fell  and  real  wages  rose," 
says  Albert  M.  Wojnilower,  senior  advis- 
er at  First  Boston  Asset  Management. 
This  time,  he  adds,  "it  isn't  happening." 

So  far.  If  history  is  a  reliable  guide, 
rising  productivity  will  eventually  lift 
the  living  standards  of  most  Americans, 
not  just  those  of  software  engineers  or 
stock  market  investors.  It  took  time  for 
companies  to  finally  figure  out  how  to 
use  new  technologies  in  ways  that  dra- 
matically boost  output  and  lower  costs, 
and  it  may  take  time  for  these  gains  to 
show  up  as  higher  wages  and  better 
jobs.  But  when  the  payoff  comes,  it  will 
have  been  well  worth  the  wait. 

By  Michael  J.  Mandel  and  Christopher 
Farrell  in  New  York 


REPORT 


BUSINESS  WEEK/JUNE  14,  1993  73 


Actual  unretouchdl Minolta  color  copy. 


We  fully  e 


Presenting  the  Minolta 
CF-80  digital  full-color 
copier. 
Already,  it's  been  hailed 
s  "picture  perfect"* and 
a  stunning  achievement 
i  color  reproduction."  t 

■  v  \ 


But  some  reviewers 
have  been  ev&i  more 
passionate  if^neir 
approval.  Which,  all 
things  considered,  isn't 
so  surprising. 

After  all,  this  is  color 


fidelity  and  image  clarit) 
like  you've  never  seen  itj 
before.  Not  to  mention  i 
unmatched  flexibility,  j 
You  can  flop  the  image,  | 
solarize  it,  posterize  it,  I 
create  a  multipage  I 


THE  POWER  OF 
SOFTWARE 


NEW  APPROACHES  ARE  STARTING  TO  GET  BIG  RESULTS 


In  1990,  millions  of 
office  workers  began 
playing  a  mind- 
numbing  card  game 
on  their  personal 
computers.  Packaged 
with  a  hot-selling 
new  version  of  Mi- 
crosoft Corp.'s  Win- 
dows program,  Soli- 
taire proved  so 
distracting  that  Boe- 
ing Co.  and  other 
companies 
removed  it  from  all  their  PCs. 
"It  sure  blew  peoples'  produc- 
tivity," admits  Wes  Cherry, 
the  Microsoft  programmer  who 
developed  it.  But  then  a  funny 
thing  happened:  When  useful 
applications  for  Windows  ar- 
rived, workers  had  already  J 
mastered  clicking  and  dragging 
on-screen  objects— skills  honed 
with  Solitaire.  Recently,  the  game 
won  an  industry  award  for  its 
"foresight"  in  getting  people  to 
use  mouse  pointing  devices. 

The  Solitaire  episode  illustrates 
a  lesson  that  Corporate  America 
learned  the  hard  way  in  the 
1980s:  No  matter  how  powerful 
the  computer  or  how  far-reaching 
the  information  network,  it 
means  little  if  the  average  office 
worker  can't  use  it.  Improved 
software  is  key  to  making  infor- 
mation technology  accessible  and 
businesses  more  productive.  Com- 
pared with  workers  using  ordi- 
nary software,  those  using  a 
"graphical  user  interface"  such  as 
on  Windows  or  Apple  Computer 
Inc.'s  Macintosh  can  accomplish 
twice  as  much  in  a  given  time, 
according  to  the  Center  for  Ad- 
vanced Technologies,  a  Fairfax 
(Va.)  research  lab  run  by  Ameri- 
can Management  Systems  Inc.,  a 
computer-services  company. 

The  graphical  interface  is  just 
one  example  of  software  technol- 
ogy that  can  boost  productivity. 
Equally  dramatic  results  stem 


from  networking  programs,  imaging 
technology,  and  relational  data-base  sys- 
tems. And  just  on  the  horizon  are  poten- 
tially huge  gains  from  innovations  such 
as  object-oriented  programming,  a  meth- 
od for  creating  intuitive  software  out  of 
prefabricated  "objects"  that  behave  like 
objects  in  the  real  world. 

In  terms  of  increasing  productivity, 
networking  may  be  the  most  important 
shift.  Some  60%  of  all  business  PCs  in 
the  U.  S.  are  now  able  to  trade  files, 
documents,  and  electronic  mail  with  oth- 
ers on  a  network. 
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HOW  IT  ALL  COMES  TOGETHER 

Four  key  technologies  drive  productivity  gains: 


GRAPHICAL  USER  INTERFACES 


These  make  computers  intuitive,  easy  to  use.  A 
graphical  object  on  the  screen— a  "file  folder," 
for  instance— has  the  attributes  of  the  real  thing. 


NETWORKING  SOFTWARE 


Groupware  allows  far-flung  groups  of  workers  to 
collaborate  on  a  network,  sharing  schedules, 
electronic  mail,  memos,  and  reports. 


FLEXIBLE  DATABASES 


Relational  data  bases  bring  together  all  the  data 
in  an  organization  in  a  form  that  can  be  shared 
by  lots  of  workers.  It  also  can  instantly  reflect 
changes  each  time,  say,  a  sales  clerk  enters  a 
transaction. 


IMAGING 


Imaging  software  converts  paper  to  digitized 
pictures.  An  insurance  claim  form  can  be  read 
simultaneously  by  the  adjuster  and  by  a 
supervisor.  And  images  move  throughout  the 
organization  at  the  speed  of  electrons— not  at  the 
pace  of  the  mail  trolley. 


up  from  35%  in  1990.  Using  the  s 
ware  correctly,  workers  on  a  netw 
can  do  in  a  day  what  would  otherv 
take  them  five,  says  G.  Michael  A 
more,  a  vice-president  at  CSC  Index  I 
a  Cambridge  (Mass.)  consulting  firm 
Indeed,  networking  software  can 
instrumental  in  reengineering  work  ] 
cesses  by  delivering  information  dire 
to  the  workers  on  the  front  lines.  T 
helps  break  down  the  old  corporate  j 
amids.  "Networking  fits  the  new  ir 
agement  model,"  says  Craig  Burtor 
former  Novell  Inc.  executive  who  he 
the  Burton  Group,  a  Salt  Lake  City 
search  firm.  He  believes  that  groupw 
programs,  such  as  Lotus  Developm 
Corp.'s  Notes,  will  take  the  techno! 
even  further,  allowing  co-workers  to  ] 
information  more  intelligently. 
suce  and  dice.  Other  productivity  bo 
ers  include  imaging  and  work-flow  s 
ware.  In  essence,  these  technologies 
duce  paper  to  digitized  images 
documents  zip  through  the  organizal 
instantly,  rather  than  from  in-baske' 
in-basket.  That  can  increase  ] 
ductivity  by  20%  to  60%  i 
bank  or  other  paper-inten; 
business,  says  Michael  H 
ard,  a  consultant  at  Gart 
Group  Inc.  in  Stamf( 
Conn.  And  thanks  to  pov 
ful  new  PCs,  he  says,  the  i 
per  worker  for  an  imag 
stem  has  dropped  ft 
000  to  810,000  since  1990, 
New  data-base  programs 
increase  efficiency.  Oracle  i 
terns,  Sybase,  Informix,  and 
ers  sell  so-called  relational  c 
bases  that  put  information  i 
format  flexible  enough  for  r 
programmers  to  slice  and  d 
This  has  changed  the  face  of 
tailing:  A  relational  data  base 
a  chain  know  when  to  send  n 
yellow  sweaters  to  wl 
stores— and  when  to  shift  to  b 
In  the  future,  software  wil 
even  easier  to  create  and  i 
thanks  to  object-oriented  i 
gramming.  At  the  Center  for 
vanced  Technologies,  indivk 
programmers  are  achieving  1' 
leaps  in  productivity  via  s 
methods,  says  Jerrold  M.  Gn 
ow,  the  lab's  director.  But 
larger  payoff,  he  says,  will  a 
when  groups  of  100  or  more 
grammers  learn  to  share  obje 
yet  another  technology  1 
promises  to  help  people  colli 
rate  better.  Even  for  progr 
mers,  Solitaire  won't  suffici 
the  age  of  network  computin 
By  Evan  I.  Schwartz  in  1 
York 
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Lexmark 
announces 

a  family  of 
printers  with 
the  most 

intelligent 
feature  ever: 


Intelligence. 


There's  up- 
gradable code,  so 
you  can  add  new  capa- 
bilities. A  compact 
footprint,  to  save  space. 

Fast-thinking  RISC  Select  an  optional 

networking  card,  and  work 
processors.  And  an         „ •„/,  multiple  operating 
optional  snap-on  systems  simultaneously. 

duplexer — for  two-sided  laser  printing  at  a 
breakthrough  price.  600  dot-per-inch  printing 
is  standard,  with  Print  Quality  Enhancement 
Technology  and  new  PictureGrade™  process- 
ing, for  superb  print  quality.  Lexmark's 
marathon  performance  print  cartridge  saves 
you  16%  or  more  over  the 
competition's  cost  per  page. 
And  these  LaserPrinters 
have  a  real  genius  for 


Two-sided  printing  is  an 
available  option  on  every 
model,  to  save  paper, 
filing  spaee,  and  to  help 
save  the  environment. 


networking. To  fit 
smoothly  into  your 
LAN,  and  your 
LAN  budget. 
The  new  IBM  LaserPrinters  come  from 
Lexmark,  the  independent, worldwide 
company  formed  from  a  division  of  IBM. 
And  dedicated  to  a  simple  design  philosophy: 
listen  to  what  customers 

want.  Bring  it  to  market  PCL5  Languase 

fast.  And  back  it  PostScript  L0.ngu0.3e* 

with  quality, support, 
and  responsiveness. 


Your  new  LaserPrinter  is 
compatible  with  both  industry 
standards,  right  out  of  the  box. 


For  your  nearest  dealer,  call 

800  358-5835  (in  Canada, 

800  663-7662). 
You'll  see  why  you  don't  need  bigger,  more  expen 
sive  laser  printers.  Just  smarter  ones. 


To  start,  each  of  the  five  new 
LaserPrinters  is  compatible  with 
PostScript'5"  an  d  PCL5 — saving 
you  up  to  $775  over  competitive 
printers.  And  Lexmark's  SmartSwitch  chooses  the 
right  language  for  each  job,  automatically. 


'e  new  LaserPrinters 
iver  10, 12,  or  16  pages 
■  minute.  And  the  smart 
price/performance  in 
business. 


IBM  Personal  Printers  by 

Lexm4\rk„ 

Make  Your  Mark 


per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  as  compared  to  HP  LaserJet  4  print  cartridge.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  U  S  and  other  countries 
3  used  under  license.  AIX  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation.  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated  Novell  and  NetWare  are  registered 
marks  of  Novell  Inc  Lexmark  and  PictureGrade  are  trademarks  ot  Lexmark  International,  Inc  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation  ©1993  Lexmark  International.  Inc 
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AESTSDN 

makes  it  easier 

than  ever 
togetthehig 
picture. 


AI&Is  Long  Distance  Service  lor 
large  companies,  Software  Defined 
Network,  makes  videoconferencing 
as  easy  as  placing  a  long  distance  call. 

Just  press  a  few  butt<  >ns,  and  y<  >u're  in 
business.  Y<  >li  d(  >n't  waste  time  and  money 
setting  up  a  separate  network  to  handle  video 
transmissit  >n.  You  simply  videoconference 
right  ( >ver  y< >ur  SI )N  netw< >rk,  using  y<  >ur 
equipment  and  <  >ur  s<  >phisticated  data  feature. 

But  vide*  >  is  just  part  of  the  picture.  AT&T 
Software  I  )efined  Network  has  die  m<  >st 
advanced  data  capabilities  <  >f  any  1<  >ng  dis- 


AT&T 


tance  service  -period.    >li  can  send  high- 
quality  faxes,  graphics  and  virtually  any  other 
type  of  data -at  c<  mipetitive  prices -to  more 
places  an  >und  the  w<  >rld.  And  you  can  send 
them  faster. . .  faster  than  any  <  >ther  virtual 
network  switched  service. 

If  your  company  spends  $30,000  or  m<  >re 
per  montli  on  outbound  long  distance,  look 
into  SDN,  from  AT&T.  Designed  n<  >t  <  >nly  to 
give  you  the  big  picture.  But  t<  >  expand  your 
horizons.  F<  >r  m<  >re  inf<  >rmati<  >n,  call  your 
AT&T  Account  Executive  or  1  800  443-4SDN, 
Ext.  801. 

AT&T.  The  Best  in  the  Business™ 


 THE  PRODUCTIVITY  PACESETTERS  

o  find  the  companies  with  outstanding  records  in  improving  productivity,  we  started  with  the  domestic  companies  in  the 
Standard  &  Poor's  500-stock  index,  except  for  banks  and  other  lending  institutions.  Companies  were  grouped  by  indus- 
and  their  sales-per-employee  compared  with  their  industry.  We  also  adjusted  sales  over  the  past  10  years  for  inflation, 
n  computed  real  growth  in  sales-per-employee  over  the  past  10  years  and  5  years.  Where  acquisitions  or  divestitures  dis- 
ted  the  figures,  we  excluded  those  years  from  the  5-year  computations  or  excluded  the  companies  altogether.  This  list 
udes  companies  whose  1992  sales-per-employee  were  at  least  125%  of  the  industry  average  and  that  show  productivity 
wth  for  both  the  10-year  and  5-year  periods.  The  companies  are  ranked  by  their  5-year  growth  in  productivity. 
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as  nis  mo< 

aircraft 
into  the  oak,  our  A5T  designer 
remained  PREOCCUPIED 
with  thoughts  of  PCs. 

Even  in  their  free  time,  our  engineers  are  obsessed  with  PCs.  A  condition  that  can  turn  an 

afternoon  with  a  model  plane  into  an  adventure.  But  it's  a  small  price  to  pay  when  you 

consider  the  results:  the  third-generation  AST  Bravo  desktop  PCs.  With 

Bravo,  our  engineers  addressed  the  issue  of  PC  price/performance  head-on. 


n    ©  pr." ~  gi        First,  they  enhanced  Windows"  performance.  Then,  they  improved 
W&':  ••'•'••* reliability  while  reducing  costs  by  creating  an  upgradable,  four-layer 
systemboard  that's  half  its  previous  size.  It's  just  one  more  example  of  how  AST  has  been  set- 
ting PC  standards  for  over  13  years.  In  fact,  our  latest  Bravo  series  has  already  won  the  praise  of 
BYTE,  PC  World  and  InfoWorld.  While  our  flying  has  won  the  praise  of,  well . . . 

AST  COfTlPUTGR 

The  Product  Of  Our  Obsession. 

©  (993  AST  Resran  h.  Inc  All  rights  reserved  AST.  AST  logo  are  registered  trademarks  of  AST 


B  R  AVO 


POWER 

Intel  486SX/2S,  486SX/33, 
486DX/33,  4  86DX2/50 
or  486DX2/66  microprocessor. 
Optional  256KB  second-level  cache. 


GRAPHICS 

Video  RAM  upgradable  to  1MB. 
Super  VGA  video  controller  supports 
1024  x  768  color  resolution 


FLEXIBLE 

Four  drive  bays,  four  16-bit  ISA  slots. 
Up  to  64MB  memory. 


BUNDLED 

120MB  hard  drive,  4MB  RAM, 
1MB  Video  RAM,  high-res  video 

monitor,  mouse,  pre-installed 
MS-DOS  5.0  and  Windows  3.1. 


RELIABLE 

All  models  tested  and  compatible 
with  the  leading  networking 
environments.  All  bundles  are 
pre-configured  and  tested  prior  to 
shipping.  Three-year  warranty  with 
standard  one-year  on-site  service. 


HONORS 

BYTE  "1992  Award  of  Merit" 
(Bravo  family).  PC  World  "Best  Buy" 
(4/66DJ.  InfoWorld  "Buyers 
Assurance  Seal"  (4/66DJ. 


RESPONSIVE 

To  learn  more  about  our  Bravo  desktop 
PCs,  fust  call  800-876-4AST 


AERODYNAMIC 

A  radio-controlled  Gee  Bee 
Super  Sportster.  With  an 
80cc  gas-powered  engine,  it  has 
a  top  speed  of  160  mph 
All  optional,  of  course. 


f  Intel  Corporation  All  other  trademarks  are  the  property  of  their  respective  owners. 


UE3S. 


ENTREPRENEURS  I 


WHAT  MAKES  RYKA  RUN? 
'SHERI  POE  AND  HER  STORY' 


A  rape  victim,  she  isn't  shy  about  using  her  trauma  to  sell  sneakers 


"He  reached  over,  pulled  the  door  shut, 
pushed  me  down  on  the  floor,  and  pinned 
me  with  one  hand.  He  had  me  in  this 
headlock.  He  said,  'I  want  you  to  feel  in 
back  of  your  head. '  /  did,  and  it  was 
steel.  He  said,  'This  is  a  gun,  and  you 
need  to  do  everything  I  tell  you  to  do.  If 
you  don't,  I'm  gonna  blow  your  head  off.'" 

Sheri  Poe  isn't  afraid  to  talk  about 
the  day  21  years  ago  when  she 
was  raped  in  a  car  near  the  cam- 
pus of  Southern  Illinois  University.  In 
fact,  she  considers  it  therapeutic.  The  as- 
sault occurred  during  her  freshman  year 
at  siu,  after  she  was  picked  up 
hitchhiking.  It  led  to  years  of  psy- 
chological trauma,  punctuated  by 
bulimia  and  financial  collapse.  By 
slowly  coming  to  terms  with  what 
happened,  Poe  eventually  recov- 
ered. And  in  1987,  she  founded  a 
sneaker  company  called  Ryka  Inc. 
to  produce  aerobic  shoes  designed 
especially  for  women. 

Lately,  the  40-year-old  Poe  has 
been  telling  her  story  to  all  who 
will  listen.  She  has  woven  it  into 
a  potent  marketing  message  that 
helped  boost  Ryka's  sales  by  53% 
last  year,  to  $12  million.  Ryka  is 
too  small  to  attract  much  atten- 
tion yet.  But  it  will.  While  Ben 
&  Jerry's  Homemade  Inc.  and  the 
Body  Shop  Inc.  have  led  a  grow- 
ing number  of  companies  to  em- 
brace "cause  marketing"  as  the  ' 
selling  trend  of  the  '90s,  Poe's 
highly  personal  campaign  has 
stretched  the  concept  past  all  pre- 
vious boundaries. 

'WORK  IT  OUT.'  The  cynics,  of  course, 
will  say  that  Poe  has  attached  her  inti- 
mate history  to  Ryka's  marketing  mes- 
sage in  an  exploitative  effort  to  sell 
more  sneakers.  Poe  responds  that  selling 
more  shoes  is  merely  a  means  to  an 
end.  She  has  pledged  7%  of  the  compa- 
ny's profits  to  a  fund  called  the  Ryka 
ROSE  (Regaining  One's  Self-Esteem) 
Foundation,  which  channels  money  to 
groups  helping  women  who  have  been 
victims  of  violent  crime.  "There's  no  hid- 
den agenda  for  me,  except  helping  the 
women  who  are  touched  by  violence 


in  overwhelming  numbers,"  she  says. 

Ryka,  based  in  Norwood,  Mass.,  re- 
cently launched  a  hard-edged  print  ad- 
vertising campaign  that  juxtaposes  the 
image  of  a  woman  working  out  with  an- 
other photo  of  a  teary-eyed  woman— 
presumably  the  victim  of  a  violent 
crime.  The  copy  reads:  "Sometimes  the 
only  way  to  work  it  out  is  to  work  it 
out."  The  two-page  spread,  appearing 
in  such  magazines  as  Vogue  and  Working 
Woman,  draws  mixed  reviews.  Former 
Nike  executive  Kate  Bednarski,  who 
now  runs  a  consulting  firm  called  Dia- 
logue Marketing  Concepts  Inc.,  says  the 


"It's  not  * 
enough  to  make 
a  great  shoe 
and  suppoi 
women 
physically?? 


While  Ryka  remains  tiny  (Reebok,  > 
almost  a  one-third  share,  leads  th( 
billion  market  for  women's  aerobic,  w 
ing,  and  cross-training  shoes),  Poe's 
tics  are  carving  a  convincing  niche.  I: 
Jennifer  Black  Groves,  an  athletic 
parel  analyst  with  Black  &  Co:  "S 
Ryka's  got  a  good,  unique  line  of  sh 
But  what's  making  Ryka  work  is  S 
Poe  and  her  story." 

Poe  grew  up  traversing  the  coui 
as  the  daughter  of  a  retail-industry  t 
ble  shooter.  Her  family  eventually  1; 
ed  in  Illinois,  and  after  high  school 
headed  for  SIU.  The  rape  occurred  lat 
her  freshman  year.  And  when 
speaks  to  women's  audiences,  th 
where  her  story  begins. 
going  public.  Poe  reported  the  i 
to  the  authorities.  But,  she  says,  po 
doctors,  and  even  a  therapist  blai 
her  for  the  crime  because  it  occui 
while  hitchhiking  to  work.  Ashar 
Poe  kept  the  rape  a  secret,  telling  i 
her  two  brothers:  "I  tried  to  prefer 
didn't  happen."  The  result,  she  says, 
deep  emotional  turmoil,  which  led  to 


ads  and  the  foundation  bring  credibil- 
ity to  Ryka's  claims  to  be  working  on 
behalf  of  women.  But,  she  adds:  "They 
almost  go  too  far.  The  risk  is  she'll  turn 
some  people  off." 

Like  it  or  not,  the  campaign  is  work- 
ing. After  six  years  of  selling  against 
giants  Nike  Inc.  and  Reebok  Interna- 
tional Ltd.,  Poe's  company  expects  to 
grow  another  53%  this  year— to  more 
than  $18  million  in  sales.  It  also  hopes  to 
turn  its  first  profit,  giving  a  boost  to 
the  ROSE  Foundation,  which  has  so  far 
gotten  by  with  a  $250,000  grant  from 
Poe  herself  and  outside  fund-raising. 


limia  and  several  other  health  probl 
Off  and  on  for  five  years,  Poe 
hospitalized.  She  dropped  out  of  col 
and  moved  to  Florida  to  be  with 
brothers.  Her  health  declined  so  se^ 
ly  that  she  couldn't  keep  the  odd 
she  was  working,  and  she  wound  u 
welfare.  Her  saving  grace,  she  says, 
a  doctor's  warning  that  her  cons 
binging  and  purging  had  wrought 
havoc  on  her  body  that  she  was  \m\ 
ing  her  chances  of  ever  having  chile 
She  was  23  years  old  at  the  t' 
"Something  snapped,"  she  says.  , 
She  moved  to  California,  where! 
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Lincoln  Is  The  Only  Luxury  Carmaker  To  Offer  Standard  Dual  Air 
Bags  And  Anti-Lock  Brakes  On  Every  Car  Made  This  Year. 


Lease  The  Lincoln  Town  Car. 

STANDARD  FEATURES: 


•  Driver  and  right-front  passenger  air  bag  Supplemental  Restraint  System* 
•4.6-liter  V-8  engine 

•Sequential  multi-port  electronic  fuel  injection 

•  4-wheel  disc  anti-lock  brake  system 

•  6-way  power  driver  and  passenger  seats  with  power  recliners 
•Remote  keyless  and  illuminated  entry  systems 
•Remarkably  quiet  ride  and  spacious  interior 


•And  much  more 


PER  MONTH,  24-MONTH  LEASE" 


Refundable  secunty  deposit  '500.00 

DOWN  PAYMENT  '2,050.00 

First  month's  payment  J499.00 

Total  due  at  lease  inception   '3,049.00 


I  LINCOLN 


What  A  Luxury  Car  Should  Be 


I  *  Always  wear  your  safety  belt.  **1993  Town  Car  Executive  Series  M.S.R.P.  $35,(125,  excludes  title,  taxes,  license  fee.  California  emissions  excluded.  Lease  payment 
based  on  average  capitalized  cost  of  90.17%  of  M.S.R.P.  for  24-mo.  closed-end  Red  Carpet  Leases  purchased  nationally  from  9/92-3/93.  Total  amount  of  monthly 
payments  is  $1 1,976.  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  car  at  lease  end  at  price  negotiated  with  dealer  at 
»  signing.  Lessee  responsible  tor  excess  wear/ tear  and  mileage  over  3(1,000  at  eleven  cents  per  mile.  Credit  approval/insurability  determined  by  Ford  Credit.  Take  new  retail 
delivery  from  dealer  stock  by  7/5/93. 


met  her  first  husband.  Martin  Bsmttefla. 
the  vice-president  of  marketing  for  a 
row-defunct  company  that  made  fitness- 
related  gift  items.  As  Foe's  hie  began  to 
settle  down,  the  couple  had  two  chil- 
dren and  Poe  went  to  work  for  Birrit- 
tella's  company,  rising  to  national  sales 
rr.ar.azeT.  She  as.  r^zar.  -  rex-very  rr> 
cess  that  included  walking,  and  later 
aerobics.  The  exercise  "helped  me  get  in 
touch  with  my  body."  she  says. 

It  also  helped  her  come  up  with  an 
idea.  Having  suffered  back  pains  from 
workouts.  Poe  observed  thai  most  aero- 
bics shoes  on  the  market  weren't  de- 
signed with  the  narrow  heel  or  high 
arch  typical  of  women's  feet.  Why  not 
design  a  workout  shoe  specifically  for 
women?  Bankers  chuckled  at  the  idea, 
noting  the  rat"  :•:  :-omt etition.  But 
one  Texas  Investment  banker,  also  an 
aerobics  fanatic,  bought  the  idea  and 
raised  54  million  in  li***?  by  tasdrz  Ryka 
public  on  the  over-the-counter  market. 
Poe  and  Birrittela  were  partners.  AD 
that  existed  of  the  comoanr  then  was  a 
sh  e  desizr. 

OPRAH-STRUCK. 

faring  its  sh :es  :r.  Asia  ant  barely  h:t- 
bled  through  some  initial  quality  prob- 
lems  after  it  began  shipping  in  1988. 
Poe  and  Birrittella.  meantime,  got  di- 
vorced ant  he  left  the  company.  She 
has  since  remarried  and  has  had  an- 
other child-'  Despite  the  distractions. 
Poe  has  kept  Ryka's  marketing  focused. 
Front  the  start,  she  trumpeted  the  fact 
that  the  company  is  the  only  producer  of 
women"  s  shoes  acrually  run  by  women 
<7(r\  of  the  employees  are  female  .  She 
also  kept  some  influential  aerobics  in- 
structors decked  out  in  Ryka  products. 
In  ly9L  Poe  sent  Oprah  Winfrey  a  pair 
of  Rykas  and  wound  up  as  a  guest  on  a 
show  featuring  women  entrs 
Pee  didn't  start  tellinz  '- 


rrereurs. 


RESEARCH 


i 

>:.?-<  mazanme.  "Women  tend  to  respond 
very  positively  to  cause  rnarketinz."  Zs- 
pecially.  it  seems,  when  the  marketer 
makes  it  clear  she  knows  what  she's 


MATH  GENIUS  WITH  LAB. 
WILL  WORK  FOR  FOOD 

Russian  scientists  are  proving  to  be  bargains  for  U.S. 


Lie 


W 


hen  a  key  German  rastomer 
::  San  M::-r:sy;tems  In:.  n> 
tieed  a  bug  deep  in  its  soft- 
er- in  January.  San  needed  .  fix  last. 
For  this  emergency,  it  drew  on  a  new 
reservoir  of  skill:  Russia.  A  few  experts 
in  St.  Petersburg  quickly  spotted  the 
errant  code,  and  within  a  few  hours  the 
Germans  had  their  solution.  "It  winked 
great."  a  San  manager  sat  later  in  an 
elemronit-mail  memo. 

That  raaid  trouTeshxtmz  was  "one 
:■:  j.  ramrer  :•:  early  pay.;  ids"  from  re 
search  agreements  made  last  year  with 
Moscow's  Institute  of  Precision  Mechan- 
ics &  Computer  Technology,  says  David 


Sun  Microsystems  isn't  *e  oofy  U.S.  cow 


opfcandsfcoied^iy9  ^ 


?..  .  .      ..-   a  dire:-..:  r  ::  Sun  M 

systems  Laboratories  Inc.  Sam  is  so 
isfkd  with  its  experience  so  far  tn 
f  :rmed  a  second  Russian  tartnershi 
March— with  ZL  .1S-.  a  company  he 
by  computer  designer  (and  Elvis  Prt 
fan'  Alexander  GaKtsky. 

The  breakup  of  the  Soviet  Union 
Russia's  Tbianrial  colfanse  have  left  s 
of  the  worlds  top  scientists  anda 
t.tyet.  poor.y  epaltpeu.  ana  ~  "~'n 

"-  ::r  nearly  n  :n:ng.  A  :e~  1 
companies,  including  American  1 
there  -  Telegram-..  Trrmz.  and  T: 
Technologies  itablei.  have  seized  on 
:tt  rt  unity  and  funded  research  : 
rties  in  Russia. 

A  year  or  so  later,  they've  made  s 
-  mm  n  discoveries.  Running  a  lat  r 
miles  -  ~  home  is  tough.  The  ': 
ties  range  t  n   a:  a  tag 


:-:nn  .  ■-  —  up  nt  rn.es  to.  m  sem- 
es, a  communist-bred  lack  of  imtia 
StilL  U.S.  companies  are  finding 
.-mart  heaps  an  amahty  tne  tow* 
their  research  and  deveJopment  do 
and  give  them  new  perspective! 
tr:  alerts.  "Success  for  San  hats  dc« 
ne:-essamy  mean  a  thing  that  came  '. 
oat  of  The  Moscow]  lab."  says  Di 
"It  could  be  just  a  piece  of  somethi 

'CHIP-DESIGN  MINDS. 

the  tther  T.  S.  labs  in  Russia,  it's  e 
to  expect  major  breakthroughs.  A 
all  lucrative  research  can't  be  to 
on  like  a  faucet.  But  experts  say  Si 
in  the  right  place  at  the  right  time.  " 
the  first  leompoterj  company  to  tap 
a  resource  that  has  been  unavaQabi 
the  West."  says  Christopher  G.  W3 
a  European  manager  at  market 
searcher  International  Data  Corp. 
could  be  a  tremendous  boost  for  tl 
teraalrly  worth  the  risks." 

Tne  risks,  in  fact-  are  small  At  i 
ma  -xtense.  Sam  tt;  at-  at  11V  hi 
smiled  scientists  working  In  Moscow 
Peters  rang,  and  N-:  vest  r  irsk.  Rou 
naif  are  working  on  shim-term  pro; 
such  as  stneamdining  S  an  s  ntmpaer 
ware,  which  :-  meres  tmgrammers"  < 
nt  lanzuaze  tnat  macnines  am  terse 
The  other  half  are  devoted  to  fotur 
projects.  One  idea:  having  the  lab's  r 
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£t's  say  you  run  a  major  airline.  And  let's  assume,  in  Qj^jf"  Dl/W^ 

ou  typically  sell  235,000  tickets.  Then,  suddenly,  a  fare  war  hits.  The  demand  for 
whets — and  on  your  reservation  system — can  triple.  That  means  you  have  the 

wtential  to  sell  705-000    TICKETS  If  y0W 

vmputer  systems  peak  capacity*  cant  handle  these  additional  calls,  they'll  go  to  the 
vmpetition.  That's  why  a  number  of  airlines  have  specified  EMC's  disk  storage 
lolutions.  They  allow  mainframe  and  midrange  computer  systems  to  dramatically 
ncrease  performance  without  costly  CPU  upgrades.  Now,  let's  assume  the  average  cost 

I  . 

if  a  ticket  is  $110.  If  your  computer  system  could  handle  all  those  incremental  calls, 
hat  would  mean  a  revenue  increase  of  over  ^>J2[  IVIILLIONI  ^ 

EMC's  disk  storage  solutions  are  designed  to  help  any  business  become  more  competitive. 
See  how  toe  can  help  you  handle  more  peak  performance  trans-  o 

EMC 

tctions  by  calling  1-800 -424EMC2,  extension  GM368B. 


THE  STORAGE  ARCHITECTS 


©  1993  EMC  Corporation.  EMC  is  a  trademark  of  EMC  Corp. 
*Assumes  peak  capacity  of 590,000.  115,000  m  »  mental  calls  at  $110 per  ticket. 


would  someday  let  computers  run  10 
times  faster,  rather  than  the  10%  incre- 
ment Sun  is  seeking  in  the  short  term. 
That's  not  just  a  dream.  Robert  W. 
Klough,  managing  director  of  Microsoft 
Corp.'s  office  in  Russia,  calls  the  Sun 
team  "one  of  the  best  groups  of  soft- 
ware- and  chip-design  minds  in  Russia." 

The  story  of  Sun's  Russian  lab  be- 
gins in  1991,  before  the  failed  August 
coup  that  propelled  Boris  Yeltsin  into 
power  and  dissolved  the  Soviet  Union. 
Boris  A.  Babayan,  the  father  of  Soviet 
supercomputing,  found  himself  short  of 
funds  and  equipment.  He  had  built  the 
Elbrus-2  machine,  the  supercomputer 
used  in  Russian  space  and  nuclear  re- 
search. But  his  work  on  the  even  faster 
Elbrus-3  was  being  stymied  by  lack  of 
resources.  Since  he  was  intent  on  de- 
signing a  superfast  microprocessor  chip 
that  would  use  some  of  the  architectural 
innovations  he  was  putting  into  the  El- 
brus-3, he  approached 
Germany's  Siemens,  Ko- 
rea's Lucky-Goldstar, 
and  America's  Hewlett- 
Packard.  All  three  said 
no  for  various  reasons. 

Sun,  by  contrast,  was 
receptive.  That  June, 
Ditzel  spent  two  weeks 
poking  around  Baba- 
yan's  rundown  lab.  "If 
anything,"  he  concluded, 
"they  had  a  better 
grasp  of  the  intellectua 
part  of  the  problem  [of 
chip  architectures]  than 
their  Western  counter- 
parts do."  The  crum- 
bling of  the  "evil  em- 
pire" helped  the  talks 
along  by  lessening 
Western  officials'  wor- 
ries about  technology- 
sharing.  So  in  March, 
1992,  Sun  hired  Baba- 
yan and  formed  the 
Moscow  Center  for 
Sparc  Technology,  a  Sun-funded  unit 
within  the  sprawling  precision  mechanics 
institute  on  Leninsky  Prospekt.  The 
price:  somewhere  between  $260  and 
$320  a  month  per  researcher.  That's  ab- 
surdly low  by  Western  standards— but 
25  to  30  times  the  salaries  paid  in  rubles 
to  the  rest  of  the  institute's  researchers. 
"metric  inch."  Once  it  had  a  deal,  Sun 
had  the  wisdom  to  put  Russians  on  jobs 
they're  good  at— ones  requiring  skill  in 
the  "blackboard  sciences"  of  mathematics 
and  computing  theory.  Deprived  of  de- 
cent hardware  (Westerners  joke  that  ill- 
fitting  Soviet  chips  are  made  "to  the  met- 
ric inch"),  Russians  compensated  with 
ingenious  software  solutions,  such  as  their 
work  for  Sun  on  compilers. 


On  the  other  hand,  Sun  realized  that 
the  Russians  wouldn't  be  any  help  in 
making  software  easy  to  use.  Other 
Western  companies  have  discovered  that 
shortcoming,  too.  "Researchers  here 
don't  yet  have  an  idea  of  how  an  end- 
user  works,"  says  Jane  Kitson,  presi- 
dent of  Lotus  Development  Russia.  For 
now,  Lotus  hires  Russian  programmers 
only  to  customize  its  spreadsheet  soft- 
ware for  the  Russian  market. 

The  Russians  working  for  Sun  have 
more  latitude— and  use  it.  Babayan  says 
his  team  is  designing  a  version  of  Sun's 
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SOVIET  SUPERCOMPUTING,  IS  NO 
DESIGNING  CHIPS  FOR  SUN 


Sparc  microprocessor  that  incorporates 
many  of  the  innovations  he's  building 
into  his  Elbrus-3  supercomputer.  Among 
other  things,  he  says  it  would  process 
many  instructions  simultaneously  to 
achieve  blinding  speed.  Babayan  says 
he's  already  working  bugs  out  of  the 
design.  Ditzel  refuses  to  confirm  that 
such  a  project  is  under  way.  "We're  not 
asking  Babayan  to  design  a  chip,"  says 
Ditzel,  "but  to  help  us  understand  the 
essence  of  his  approach." 

The  miracle  is  that  so  much  can  be 
accomplished  with  Russia's  economy  in 
the  tank,  its  politics  in  upheaval— and, 
most  intrusively,  Western  export-control 
officers  hovering  around.  "They're  strict- 
er than  our  old  KGB,"  complains  Babayan. 


For  example,  each  delivery  of  a  S] 
station  10  workstation  to  Russia  req 
approval,  because  it's  classified 
supercomputer  by  the  watchdog  Co 
nating  Committee  on  Multilateral 
port  Controls  (COCOM).  Says  Babs 
"One-third  of  the  time  we  are  wor] 
Two-thirds  of  the  time  we  are  wait 
DAILY  HEADACHE.  Even  communica 
are  tightly  monitored.  Sun's  Calif< 
staff  isn't  allowed  to  respond  to  I 
yan's  design  drafts  without  permi: 
from  COCOM.  That  can  take  two  mo 
The  only  exempt  communications 
go/no-go  replies.  In  those  cases, 
Ditzel,  "all  we  can  say  is:  'No. 
to  do  it  again.' "  He  estimates 
such  rules  cut  the  Russian  team 
ficiency  by  90%.  State  Dept.  tech 
adviser  Cesare  F.  Rosati  says  e? 
restrictions  have  been  "incred 
liberalized  in  the  past  four  years 
adds  that  if  Sun  has  complaim 
can  bring  them  u 
meetings  of  a  go\ 
ment-industry  lis 
group. 

While  COCOM  is  i 
ly  headache,  a  ] 
range  worry  is  the 
pect  of  a  bidding 
for  Russian  talen 
anticipation  that  ] 
West  arrangements 
proliferate,  Sergei 
pitsa,  a  leading  phy 
at  the  Russian  Acac 
of  Science,  has  foi 
a  group  called  Thi 
rus  that  is  dedic 
to  fighting  exploit 
of  Russian  scien 
by  Western  compa 
Says  Kapitsa:  "V 
multimillion-dollar  ( 
may  be  based  on 
knowledge,  you  si 
be  paid." 

Other  Western 
panies,  including  P 
have  sensed  annoyance  among  £ 
Russian  researchers,  who  feel  thi 
not  getting  a  fair  cut.  Sun  concedes 
Babayan  and  his  team  aren't  slate* 
any  royalties  from  products  they 
create.  Instead,  Ditzel  says  they'll 
receive  bonuses  for  good  work,  ex; 
as  regular  Sun  employees  do. 

Babayan  claims  his  group  is  cor 
with  the  salaries.  "If  somebody  o 
us  more,  then  we'll  feel  underpaid 
says.  So  far,  Sun's  Ditzel  isn't  woi 
much  about  that.  Then  again,  that  ( 
change— probably  the  day  his  Rus 
brain  trust  produces  the  kind  of  re 
he's  hoping  for. 

By  Deborah  Stead  in  Moscow, 
Robert  D.  Hof  in  San  Francisco 
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A  NETWORKWG  TTCHNOIOGY  COMPANY 


YOU'RE  LOOKING  AT  THE  ANSWER  TO  YOUR  COMPANY'S 
NETWORK  OUTSOURCING  NEEDS. 


Actually,  you  won't  find  the  answer  on  this  piece  of 
iper.  At  least  not  yet.  And  that's  exacdy  the  point. 

Your  business  is  different  from  everyone  else's.  Your  net- 
orking  needs  are  unique.  So  why  is  it  so  many  companies 
ready  have  a  pre-packaged,  one-size  solution  to  your  net- 
orking  problems,  even  before  they've  asked  you  a  question? 

At  Advantis™  we  believe  the  only  real  answer  is  to  start 
ith  a  blank  sheet  of  paper.  We'll  sit  down  with  you  and  dis- 
iss  your  specific  requirements.  Then  we'll  recommend  a 
)lution  that's  designed  for  your  company. 

No  one  is  more  capable  of  handling  your  networking 
eeds,  because  networking  is  our  only  business.  Our 


Custom  Network  Solutions  provide  the  foundation  for  all, 
or  part,  of  your  data,  voice  and  video  network  requirements 
from  re-engineering  through  implementation  and  manage- 
ment. We  also  offer  many  other  value-added  outsourcing 
opportunities  including  a  full  range  of  remote  computing 
and  messaging  services. 

So  if  you're  tired  of  pat  answers  or  blank  stares,  let  us 
start  with  a  blank  sheet  of  paper.  Call  the 
networking  experts  at  Advantis: 
1-800-775-5808  or  send  an  elec- 
tronic message  to  USAVTADV  at 
1BMMAIL™  today. 


advantis 

A  NETWORKING  TECHNOLOGY  COMPANY 


1993  Advantis  All  rights  reserved  TM  Advantis  is  a  trademark  of  Advantis 
A  IBMMAIL  is  a  trademark  of  International  Business  Machines  Corp. 


By  entering  a  team  in  the  Chemical  Bank 
Corporate  Challenge?  you'll  not  only  be 
promoting  physical  fitness,  but  a  sense  of  pride  and 
achievement  in  your  company.  This  3.5-mile  race, 
run  in  each  of  the  cities  listed  below,  is  open  to  full- 
time  employees  of  corporations,  businesses  and 
financial  institutions. 

Now  in  its  seventeenth  year,  the  Corporate 


CHEMICAL  BANK 

CORPORATE  CHALLENGE 


SCHEDULE  OF  EMMS 

June  1 6  New  York  Cm-  (Race  2 1 

June  24  Buffalo 

June  29  Philadelphia 

July  8  New  York  City  (Race  3 1 

July  14  London 


Julv  20 
July  22 
Julv  2" 
July  29 
August  3 


Morristown 
Stamford 
Long  Island 
Boston 
Syracuse 


Challenge  has  grown  to  become  the  largest  event  of 
its  kind.  Last  year,  over  120.000  runners  from  6.000 
companies  competed  in  16  cities. 

So  foster  a  spirit  of  teamwork  within  your 
company  that  transcends  the  balance  sheet.  For  more 
information,  write  or  fax:  Event  Marketing.  Chemical 
Bank.  140  East  45th  Street  16th  Floor.  New  York. 
N.Y.  10017.  Fax:  (212)  557-3799. 


August  5 
August  10 
August  12 
August  18 
September  14 


Chicago 
Princeton 
Paramus 
San  Francisco 
Atlanta 


September  22  Dallas 

October  9  New  York  City- — Chemia 
Bank  Corporate  Challeng 
Internationa]  Champions! 


Sljc  jSfeUr  jjjork  Stmes    BusinessWeek  AmericanAirline* 

2%  Chemical 
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evelopments  to  Watc 


D  BY  PETER  COY 


IMMUNE  SYSTEM'  BOOSTER 
*  FOOD  CROPS 


Scientists  at  the  U.  S. 
Agriculture  Dept. 
are  trying  to  help  some 
key  food  crops  that  are 
being  munched  on 
mount  a  chemical  de- 
fense against  insects, 
much  as  the  human  im- 
mune system  rouses  it- 
self to  fight  off  mi- 
crobes. Scientist  Ann  C. 
Smigocki  of  the  Agricul- 
tural Research  Service 
has  built  a  gene  out  of 
two  elements:  dna  that 
as  an  on/off  switch  and  a  natural  gene  in  plants  that 
aces  cytokinin,  a  chemical  that  caterpillars  dislike. 
Hen  a  hornworm  caterpillar  chomps  down,  the  leaves' 
I  cells  send  out  signaling  chemicals  that  trip  the  switch 
•ering  cytokinin  production.  Scientists  previously  tried  to 
uce  cytokinin  continuously,  but  that  slowed  the  plant's 
loprnent.  The  cytokinin  is  only  in  the  leaves  and  is  not 
ght  to  be  toxic  to  people.  Trials  on  tomato  plants  will 
1  this  summer,  and  Smigocki  believes  the  technique  could 
iapted  for  pests  that  destroy  soybeans  and  sugar  beets. 


TCHING  WHILE  YOU  WALK: 
OUCH  POTATO'S  DREAM 


t  last:  A  product  that  lets  you  watch  television  every 
waking  moment.  Virtual  Vision  Sport,  which  is  being 
i  out  nationally  this  summer,  looks  like  a  pair  of  ski 
les  but  has  a  tiny  liquid-crystal-display  TV  projector  in- 

By  focusing  your  eyes  a  certain  way,  you  see  what 
ars  to  be  a  big,  slightly  fuzzy  TV  screen  about  nine  feet  in 
.  of  you.  Refocus,  and  the  image  disappears,  allowing  you 
se  the  real  world — say,  the  truck  bearing  down  on  you 

50  feet  away.  The  cost  is  $900  for  the  5-ounce  goggles 
2-pound  belt  pack,  which  contains  a  tuner  and  batteries, 
d  comes  from  the  goggles  or  optional  headphones, 
rtual  Vision  Inc.  in  Redmond,  Wash.,  plans  to  enhance  the 
les  so  they  can  pick  up  more  than  broadcast  TV,  including 
lis  from  satellites  or  a  VCR  or  an  in-flight  movie.  Among 
•  possible  uses:  Surgeons,  by  refocusing  their  eyes,  could 
nate  between  looking  at  a  beating  heart  and  checking  the 
nt's  vital  signs  on  a  video  monitor.  The  privately  held 
lany  plans  to  make  the  goggles  available  in  Europe  and 
a  as  well  by  yearend. 


IY  THE  HIGHWAYS  OF  TOMORROW 
:D  LIGHTNING  RODS 


I any  people  with  home  computers  have  learned  the  hard 
way  that  thunderstorms  aren't  kind  to  PCs.  When  light- 
strikes  an  outside  power  or  phone  line,  a  surge  of  electric- 
an  fry  a  computer's  innards.  Unfortunately,  most  traffic 
leers  don't  yet  realize  that  their  fancy  new  computerized 
)ment  is  even  more  vulnerable,  warns  John  Rohrbaugh,  a 
•r  research  engineer  at  Georgia  Institute  of  Technology's 
irch  arm.  And  the  situation  can  only  get  worse. 


That's  because  states  and  cities  are  flocking  to  grab  a  share 
of  Washington's  megabuck  Intelligent  Vehicle  Highway  Sys- 
tems (IVHS)  project,  which  promises  to  ease  rush-hour  crushes 
without  building  new  roads.  Making  highways  "smart"  means 
connecting  vehicle  sensors  in  the  roads  to  a  traffic-manage- 
ment computer.  All  those  new  wires  provide  more  avenues  for 
lightning  attacks.  Rohrbaugh  knows:  He  worked  on  defending 
military  computers  from  the  electromagnetic  pulses  unleashed 
by  nuclear  explosions.  He  has  put  together  a  handbook  sug- 
gesting off-the-shelf  technology,  such  as  surge  protectors,  that 
traffic  engineers  can  use  to  protect  against  lightning. 


FLYING  TV  CAMERAS 
COULD  MAKE  MAPS  HISTORY 


John  A.  Ciampa  wants  the  world  to  be  mapped  with  airborne 
video  cameras.  The  Rochester  Institute  of  Technology  pro- 
fessor says  still  video  images  could  be  more  accurate  than 
conventional  maps  for  many  uses,  including  property  surveys. 
Ciampa  has  invented  a  system  that  calculates  the  precise 
latitude  and  longitude  of  every  dot  on  a  video  image.  The  idea 
is  to  start  the  camera  at  a  known  set  of  geographical  coordi- 
nates. Then,  measure  the  distance  and  direction  you  move 
from  that  position  by  keeping  track  of  landmarks  such  as 
steeples,  rocks,  and  trees  as  they  move  through  the  range  of 
view.  That  kind  of  on-the-fly  measurement  is  too  complex  for  a 
person,  but  it's  easy  for  a  computer. 

Ciampa  says  his  video-mapping  concept  would  be  especially 
good  in  Eastern  Europe  and  Russia,  where  maps  are  primitive 
and  conflicting.  In  the  U.  S.,  one  Orwellian  concept  is  to  keep 
track  of  parolees  by  transmitting  their  position  coordinates  to 
police  stations.  By  superimposing  those  coordinates  onto  a 
picture  pulled  up  from  a  video-map  data  base,  the  police  could 
spy  on  cons  who  are  about  to,  say,  enter  a  bank  where  they 
don't  have  an  account. 


SPAIN'S  TILT  TRAIN  IS  A  LOW-TECH 
OLDIE  THAT  KEEPS  ON  ROLLIN' 


As  the  Swedish  tilt  train  chugs  along  on  its  national  demon- 
stration tour,  the  makers  of  Spain's  rival  tilt  train  are 
feeling  jealous  about  all  the  publicity.  Tilt  trains  increase 
passenger  comfort  on  curves  by  leaning  into  them.  Sweden's 
X2000,  from  ABB  Asea  Brown  Boveri,  does  it  with  sensors  that 
trigger  hydraulic  lifts  when  a  car  heads  into  a  turn  at  high 
speed.  It  works,  but  it's  expensive.  Spain  is  pushing  an  older, 
cheaper  generation  of  tilt  trains  that  employ  the  principle  of 
the  pendulum.  The  passenger  compartments  are  connected  to 
the  outer  frame  by  springs.  When  the  train  turns  a  bend,  the 
compartments  naturally  lean  toward  the  inside  of  the  curve. 

These  "passive"  tilt  trains  have  their  own  drawbacks,  to  be 
sure.  For  one  thing,  they're  too  low  for  Amtrak's  high  plat- 
forms in  the  Northeast.  Nonetheless,  this  inexpensive  1950s 
design  may  find  new  buyers  in  the  1990s.  This  year,  the 
Swedish  State  Railways  is  testing  the  Pendular  train  made  by 
Madrid-based  Patentes  Talgo.  In  the  U.  S.,  Washington  and 
Oregon  hope  to  run  the  Spanish  train  from  Seattle  to  Portland 
and  back  starting  later  this  year. 
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POLICY  I 


ONE  YEAR  AFTER  RIO: 

THE  U.S.  WAVES  A  GREEN  FLAG 


Now,  the  Clintonites  want  to  set  the  global  agenda 


At  last  June's  Earth  Summit  in 
Rio  de  Janeiro,  leaders  of  172 
nations  made  plenty  of  promises. 
Compelled  by  the  fear  that  human  activ- 
ity may  one  day  ruin  the  planet,  they 
fashioned  a  controversial  plan  for  sus- 
tainable development— a  more  environ- 
mentally sound  approach  to  growth 
that  hinges  on  relieving  poverty,  con- 
serving resources,  and  cutting  pollu- 
tion. They  signed  Agenda  21,  an 
800-page  blueprint,   and  most 
agreed  to  two  landmark  trea- 
ties—one to  combat  global  warm- 
ing, one  to  protect  plant  and  ani- 
mal species.  Everyone  vowed  to 
act  on  these  programs,  and  rich 
countries  pledged  aid  to  help  poor 
nations  bear  the  burden. 

A  year  later,  most  of  the  prom- 
ises are  still  rhetoric.  "Every 
world  leader  ought  to 
be  embarrassed," 
says  Kenneth  Col- 
lins, chairman  of 
the  European  Par- 
liament's environmental  committee.  The 
inaction  doesn't  seem  to  bode  well  for 
the  U.  N.  Commission  on  Sustainable 
Development  (CSD),  which  on  June  14 
will  begin  its  first  annual  meeting  to 
evaluate  progress  on  last  year's  accords. 
Oddly  enough,  though,  the  meeting 
could  reignite  Rio's  momentum.  Odder 
still,  the  U.  S.  may  strike  the  spark. 
leadership.  In  an  about-face,  the  U.  S.  is 
backing  sustainable  development  and 
plans  to  push  other  nations  to  do  so. 
Clinton  has  said  he'll  reverse  key  Bush 
Administration  positions:  The  U.  S.  will 
sign  the  treaty  to  preserve  spe- 
cies. It  has  pledged  to  cap  emis- 
sions of  greenhouse  gases  at  1990 
levels  by  the  year  2000.  It  will 
work  to  stabilize  world  popula- 
tion (table).  And  the  State  Dept. 
has  put  some  150  people  under 
Counselor  Timothy  E.  Wirth  to 
help  with  Rio  follow-up. 

More  lies  in  store.  Vice-Presi- 
dent Al  Gore  is  scheduled  to  ad- 
dress the  CSD  meeting  on  June 
14.  There,  he  is  expected  to  out- 
line the  U.  S.'s  philosophy  for  Rio 
follow-up  at  home  and  announce 
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a  Presidential  commission  that  will  draw 
up  a  plan  to  make  U.  S.  growth  consis- 
tent with  sustainable  development  prin- 
ciples. Some  in  industry  worry  about 
the  fallout,  especially  from  the  U.  S. 
plan,  due  in  August,  to  cut  greenhouse 
gases.  But  Norine  Kennedy,  director  of 
environmental  affairs  at  the  U.  S.  Coun- 
cil for  International  Business,  a  group 
that  represents  U.  S.  business  interests 
abroad,  sees  a  plus  in  the  new  attitude. 
She  says  U.  S.  industry  will  have  a 


greater  voice  in  shaping  internat 
environmental  policies  if  Washington 
the  agenda.  Indeed,  the  Administral 
goal  is  to  "reestablish  leadership  foi 
U.  S."  on  the  environment,  says  I 
leen  A.  McGinty,  director  of  the  V 
House  Environmental  Policy  Office 
That's  a  radical  change.  The  U.  S. 
the  bete  noire  of  Rio,  where  Bus! 
fused  to  sign  the  biodiversity  tr 
watered  down  the  clii 
^  protocol,  and  resisted 
gestions  that  industrial  < 
tries  should  curb  conspicuous 
sumption.  "When  a  countr 
important  as  the  U.  S.  is  r 
tive,  it  lets  everyone  ofi 
hook,"  says  one  U.  N.  officia 
te  May,  only  17  countries  had 
d  the  biodiversity  treaty  an 
he  climate  protocol.  European  1 
munity  countries,  plagued  by  < 
economies,  have  shelved  plai 
curtail  oil  consumption  by  in 
ing  a  $10  tax  on  every  ban 
oil  by  2000.  And  last  Decen 
when  34  leading  industria 
tions  met  to  plan  foreign  ai< 
1993  to  1996,  they  failed  tc 
liver  on  a  Rio  pledge  to  boos 
and  earmark  some  World  ] 
funds  for  environmental  proje 
BACKTRACKING.  The  U.  S.  shift  I 
help  reverse  all  this.  The  CSD, 
prised  of  delegates  from  53  count 
is  supposed  to  build  a  conse 
on  implemer 
Agenda  21,  help 
financing  for 
and 


poor 
inn] 


A  U.S.  ABOUT-FACE 
ON  THE  ENVIRONMENT 


The  Clinton  Administration  plan  for  a  Rio  follow-up: 

Develop  a  U.S.  strategy  for  sustainable  development 
Sign  a  biodiversity  treaty— which  the  Bush  Administration 
refused  to  do— to  preserve  plant  and  animal  species 

Pledge  to  stabilize  carbon  dioxide  emissions  in  the  U.S.  at 
1 990  levels  by  the  year  2000 

Support  efforts  to  stabilize  world  population  and  earmark 
$100  million  in  new  money  for  such  programs  in  1 994 

Push  to  redirect  foreign  aid  to  support  sustainable 
development 


tions 

progress.  What  the  CSD  will  moni 
and  how— is  a  delicate  issue.  "It's 
core  of  whether  the  commission  wi 
a  significant  player,"  says  S.  J 
Scherr,  senior  attorney  at  the  pro- 
ronment  Natural  Resources  Def 
Council.  At  Rio,  many  nations  supp^ 
quantitative  measures  of  progress, 
"everyone  has  backed  off,"  says  Lui: 
mez  Echeverri,  head  of  the  environ 
program  at  the  U.  N.  Development 
gram  (UNDP).  Poor  nations  don't 
the  CSD  to  be  a  watchdog 
the  lines  of  the  U.N.  Hi 
Rights  Commission.  Indus 
countries  wish  to  avoid  repo 
their  penurious  financial  ak 
The  Clintonites  say  tl 
back  quantitative  measuren 
and  accountability.  And  th 
they'll  surely  compromise, 
U.  N.  officials  say  the  odd 
much  better  under  this  Ac 
istration  that  csd  reportin 
quirements  will  have  some  t 
Meanwhile,  the  U.  S.  war 
play  peacemaker  in  negotia 
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over  an  aid  kitty.  Rio  delegates  agreed 
to  make  the  Global  Emironment  Facility 
(GEF).  a  fund  administered  by  the  World 
Bank,  a  conduit  for  helping  poor  coun- 
tries comply  with  the  agreements.  How- 
ever, rich  and  poor  nations  have  argued 
over  how  to  reorganize  the  GEF  for  the 
task.  At  a  May  meeting  in  Beijing, 
where  the  World  Bank  asked  for  up  to 
S3.9  billion  in  new  funds,  the  U.  S. 
agreed  for  the  first  time  to  be  a  major 
donor— if  the  fund  is  restructured  so  do- 
nor countries  can  see  where  their  money 
goes  even  as  poor  countries  get  more 
say  in  how  they  spend  it.  Some  observ- 
ers think  the  U.  S.  position  will  make  a 
compromise  on  the  GEF  easier. 
foreign  AID.  The  Clinton  Administra- 
tion also  wants  to  redirect  some  U.S. 
foreign  aid  toward  sustainable  develop- 
ment. It  has  just  reviewed  USAID.  the 
main  vehicle  for  sending  U.  S.  money 
abroad,  and  Wirth  says  the  White  House 
will  recommend  spending  more  on  such 
projects  as  renewable  energy,  popula- 
tion planning,  and  sustainable  agricul- 
ture. Administration  officials  also  say 
the  U.  S.  will  lobby  to  change  lending 
practices  at  multilateral  development 
agencies  to  ensure  that  they  don't  sup- 
port projects  that  destroy  natural  re- 
sources. Together,  those  agencies  con- 
trol about  21cc  of  the  world's  S57  billion 
in  official  development  assistance. 

Such  actions  matter.  Echeverri  says  a 
recent  U.  S.  pledge  of  funding  for  UNDP's 
Capacity  21.  a  program  to  help  poor  na- 
tions devise  plans  to  implement  Agenda 
21.  helped  him  win  commitments  of  S50 
million  from  industrial  nations.  "The  fu- 
ture of  the  Rio  process  absolutely  de- 
pends upon  the  U.  S.."  says  Lucas  Remin- 
ders, an  adviser  to  the  Dutch  govern- 
ment on  environmental  issues.  If  the 
Administration  moves  forward  at  home, 
and  if  it  can  deliver  some  aid  to  develop- 
ing nations.  Europe  and  Japan  will  fol- 
low, some  European  officials  say.  In  re- 
turn, poor  countries  may  be  more  willing 
to  conserve  their  rainforests  and  wildlife. 

Still.  U.  S.  influence  ultimately  de- 
pends on  action— no  small  challenge. 
Support  for  sustainable  development  will 
have  to  compete  with  other  priorities,  in- 
cluding aid  for  Russia,  in  an  already 
tight  foreign-aid  budget— roughly  S13  bil- 
lion for  fiscal  1994.  Action  at  home 
would  likely  require  legislation  of  new- 
incentives  to  cut  pollution  and  protect 
ecosystems  such  as  old-growth  forests, 
moves  that  will  be  controversial.  "Bot- 
tom line.-  it's  what  the  U.  S.  does  that 
counts."  says  James  W.  McNeill,  a  senior 
fellow  at  Canada's  Institute  for  Research 
on  Public  Policy.  "It's  too  early  to  tell." 
Although  if  words  become  deeds,  the 
Rio  accords  may  yet  come  to  life. 

By  Emily  T.  Smith  in  New  York,  with 
Mary  Beth  Regan  in  Washington  and  Pat- 
rick Oster  in  Brussels 


RETAILING  I 


WHEN  WAL-MART  STARTS 
A  FOOD  FIGHT,  IT'S  A  POOZY 

Its  Supercenters  have  rivals  big  and  small  trembling  in  the  aisk 


B 


urton  Banks,  a  supermarket  own- 
er from  Paducah.  Ky..  used  to  be 
a  Wal-Mart  fan  and  shareholder. 
Then,  the  retailing  Goliath  opened  one  of 
its  new  Supercenters— a  huge  combina- 
tion grocery  and  discount  store— several 
miles  from  Banks's  two  markets.  That 
was  bad  enough.  But  the  last  straw- 
came  on  opening  day.  when  Wal-Mart 
managers  kicked  him  out  of  the  Super- 
center  for  checking  prices.  Wal-Mart  em- 
ployees had  spent  hours  in  his  stores 
doing  the  same  thing,  he  says.  "After 
that  happened,  and  after  I  saw  their  at- 
titude. I  didn't  want  anything  to  do  with 
them."  fumes  Banks, 
who  dumped  his  Wal- 
Mart  stock. 

As  Wal-Mart  Stores 
Inc.  muscles  its  way 
into  the  $383  billion 
grocery  business. 
Banks  won't  be  the 
only  angry  supermar- 
ket owner.  After  ex- 
perimenting unsuc- 
cessfully with  huge, 
hard-to-navigate  "hy- 
permarkets" in  the 
late  1980s.  Wal-Mart 
now  believes  the 
smaller  Supercenters 
are  among  its  prime 
growth  vehicles  for 
the  1990s.  It  already 
operates  42  in  nine 
states,  with  plans  to 
add  about  30  more  by 
yearend  and  an  addi- 
tional 50  to  60  in  1994 
i  chart  i.  Counting  sales 
in  its  regular  discount 
stores.  Sam's  Clubs 
warehouse  units,  and 
wholesaler  McLane 
Co..  Wal-Mart  is  likely 
to  grow  from  a  S13.8 
billion  grocer  to  the  nation's  largest  by 
1997,  eclipsing  the  current  leader.  S22 
billion  Kroger  Co..  according  to  Burt  P. 
Flickinger  III.  a  principal  at  Booz  Allen 
&  Hamilton  Inc.  who  has  studied  the 
Supercenters. 

Why  is  Wal-Mart  so  interested  in  the 
low-margin,  cutthroat  grocerv  business? 


WAL-MART  PLANS 
MORE  SUPERCENTERS 


...SELLING  MORE 
GROCERIES 
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With  S55  billion  in  sales,  the  ret 
must  tap  new  markets  to  sustaii 
20%-plus  earnings  growth  and  boos 
stock  price.  Considering  Wal-Mart's 
ance  on  profit-sharing  to  motivate 
ployees.  "above-average  growth  is  r 
the  key  to  the  company."  says  Robe 
Buchanan,  retail  analyst  at  Alex.  Bi 
&  Sons  Inc.  Wal-Mart's  stock  sli 
April  after  the  retailer  said  sales  gr< 
in  existing  stores  would  fall  below 
ble-digit  rates  this  year.  The  stock 
trades  around  28.  down  from  34  in  < 
March. 

Wal-Mart  is  not  the  only  player 
ing  out  combira 
stores,  which  an 
lure  customers 
one-stop  shopi 
Michigan-based  1 
er  Inc.  and  Ore 
based  Fred  Meyei 
the  largest  coml 
tion-store  operai 
but  analysts  ex 
those  chains  to  re 
regional.  Kmart  C 
has  four  eombim 
outlets,  known  as 
per  Kmarts.  and  j 
to  add  17  more 
yearend.  But  the  ] 
retailer  has  not  y< 
ficially  committe 
self  to  a  major  es 
sion  plan,  de: 
apparent  succes 
such  places  as 
and  Montrose.  C 
Retail  analyst  Ber 
Sosnick  of  Oppenl 
er  &  Co.  predict* 
U.  S.  could  sup 
1.000  combim 
stores  within  the 
10  years,  with  sal 
up  to  S60  billion 
In  theory,  a  combination  store  s 
be  more  profitable  than  either  a 
eery  or  a  discount  store.  By  off( 
groceries,  it's  supposed  to  draw 
traffic,  boosting  sales  of  higher-m; 
general  merchandise.  Both  Wal-Mar 
Kmart  claim  that  the  theory  holds 
in  practice.  More  than  80%  of  Si 
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5r  customers 
in  both  sides  of 
tores,  says  Nick 
e,  the  Wal-Mart 
itive  vice-presi- 

who  oversees 
upercenters.  As 
instability,  he 

the  fact  that 
Hart  is  opening 
reenters  so  fast 
is  "the  return 
vestment  obvi- 

is  good." 
T.  The  Super 
rt  in  Medina, 

which  opened 
^ears  ago,  has 
al    sales  of 
t  $65  million, 
store  manag- 
like  McNer- 
Analyst  Sos- 
estimates  the 
na  store  gen- 
d  a  return  on 
itment  of 
t  25%  in  its 

full  year  of 

ition.  And  Booz  Allen's  Flickinger 
Wal-Mart's  combination  stores  are 
ing  for  a  profit  equal  to  or  greater 
$50  per  square  foot,  which  is  not 
approached  by  any  other  leading 
ler  except  Toys  'R'  Us." 
cause  of  its  financial  clout,  low  op- 
ng  costs,  vaunted  distribution  and 
mation  systems  (page  57),  and 
y  determination  to  dominate  mar- 
Wal-Mart  is  getting  the  most  atten- 
from  grocery  competitors.  Their 
less  is  understandable.  In  the  slow- 
th  food  business,  Wal-Mart's  suc- 
must  come  at  someone  else's  ex- 
i.  Supermarket  operators  with  weak 
ice  sheets  and  meager  market 
;s  are  most  vulnerable,  along  with 
1  wholesalers  who  have  already 
I  a  wave  of  consolidations, 
course,  supermarkets  are  not  going 
sappear  overnight.  Rivals  claim  that 
Wart  is  still  weak  on  merchandising 
selection  in  such  key  areas  as  pro- 
and  bakery,  though  it  has  hired 
Hied  executives  from  Albertson's 
an  Idaho-based  chain,  and  Meijer  to 
And  this  time  around,  the  competi- 
is  often  a  more  sophisticated  lot 
the  small-town  general  merchants 
Mart  has  steamrolled  in  the  past, 
ers,  used  to  profit  margins  averag- 
bss  than  a  penny  on  the  dollar,  of- 
ff&ge  fierce  price  wars  to  protect 
turf  from  interlopers.  Cincinnati- 
d  Kroger,  with  more  than  1,270 
s,  vows  to  defend  its  market  share 
ie  half-dozen  areas  where  it  now 
*es  off  with  Wal-Mart  Supercenters. 
er  spokesman  Paul  Bernish  admits 
Kroger  is  losing  money  or  just 


breaking  even  in  those 
markets.  To  help  reduce 
its  distribution  and  other 
costs,  Kroger  plans  to 
spend  $130  million  on  in- 
formation technology  in 
the  next  three  years. 

Even  where  Supercen- 
ters have  not  yet  opened, 
grocers  are  girding  for 
the  challenge— in  some  cases  by  beat- 
ing Wal-Mart  to  the  punch.  Harvey  M. 
Gutman,  senior  vice-president  of  Super- 
markets General  Corp.,  says  the  com- 
pany's 147-store  Pathmark  chain  is  ex- 
panding its  own  so-called  supercenters  in 
the  Northeast.  Less  than  half  the  size  of 
Wal-Mart's  biggest  units,  they  offer  such 
amenities  as  fresh  seafood,  video  ren- 
tals, and  a  healthy  selection  of  general 
merchandise.  Gutman  questions  the  abil- 
ity of  national  retailers  such  as  Wal- 
Mart  and  Kmart  to  understand  local 
food  preferences.  "Why  do  you  think 
there  are  really  no  true  national  super- 
market chains?"  he  asks. 
long  walk.  Another  skeptic  is  Robert 
E.  Stauth,  president  of  giant  wholesaler 
Fleming  Cos.,  which  supplies  more  than 
4,800  stores,  including  some  Wal-Mart 
and  Kmart  supercenters.  Stauth  says 
Wal-Mart's  cost  advantages  are  bound  to 
diminish  as  it  tackles  the  complexities  of 
a  large  grocery  business  and  starts  its 
own  distribution  centers.  Wal-Mart  re- 
cently opened  its  first  food  distribution 
center  in  Clarksville,  Ark.,  with  a  second 
scheduled  to  open  this  fall  in  Texas. 
White  admits  that  the  Clarksville  center, 
operated  by  wholesaler  McLane,  is  al- 


WAL-MART 


IS  SIDESTEPPING  THE 
STIFFEST  COMPETITION 
BY  OPENING  SUPER- 
CENTERS  MOSTLY  IN 
RURAL  AREAS 


ready  having  difficulties 
l>rcause  McLane's  forte  is 
supplying  convenience 
stores.  That  has  led  to 
some  items  being  out  of 
stock  in  the  Super- 
centers. 

For  now,  Wal-Mart  is 
sidestepping  the  stiffest 
competition  by  opening  its  Supercenters 
mostly  in  small  towns.  It's  using  them  to 
replace  the  earliest  Wal-Mart  discount 
stores,  which  are  in  rural  areas  where 
founder  Sam  Walton  originally  wiped 
out  his  competition  by  offering  lower 
prices  and  wider  variety  than  local  mer- 
chants could  match.  The  116,000-  to 
188,000-square-foot  Supercenters  draw 
customers  from  up  to  60  miles  around 
and  build  on  Wal-Mart's  familiarity  and 
low-price  image. 

But  not  everyone  enjoys  one-stop 
shopping.  Bernice  Allen,  a  retired  ranch- 
er in  Mount  Pleasant,  Tex.,  still  buys 
her  groceries  at  the  Winn-Dixie  across 
the  street  from  the  Wal-Mart  Supercen- 
ter  that  opened  last  August.  Allen,  73, 
prefers  Winn-Dixie's  "personal  touch" 
and  manageable  size.  At  Wal-Mart,  she 
says,  "you  have  to  park  so  far  back." 

Loyal  grocery  customers  may  not 
change  their  habits  overnight.  Never- 
theless, Wal-Mart  is  betting  that  selling 
juice,  jumper  cables,  and  blue  jeans  in 
one  low-price  store  is  the  future  of  re- 
tailing. If  it  has  to  alienate  a  few  gro- 
cer/shareholders along  the  way,  so  be  it. 

By  Wendy  Zellner  in  Mount  Pleasant, 
Tex.,  with  bureau  reports 
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STRATEGIES  I 


THE  HEW  RON  PERELMAN 
HAS  AN  OLD  PROBLEM 


As  he  tries  to  be  an  empire  builder,  Revlon  remains  a  millstone 


onald  0.  Perelman  feels  good. 
Trademark  cigar  in  hand,  the  erst- 
while raider  looks  tan  and  fit.  The 
no-holds-barred  negotiator  who  seized 
Revlon  Inc.  in  one  of  the  1980s'  nastiest 
takeovers  now  says  he's  shunning  the 
world  of  highly  leveraged  deals,  and  in- 
stead seems  eager  to  burnish  his  image 


as  a  builder  and  operator  of  companies. 

Across  his  far-flung  empire,  Perelman 
has  sold  assets— using  the  proceeds  to 
pay  off  debt,  buy  stakes  in  several  prop- 
erties, and  inject  equity  into  others. 
"Our  strategy  today  is  to  continue  to 
build  up  both  internally  and  through  ac- 
quisitions each  of  our  core  businesses," 
says  the  50-year-old  mogul. 

Problem  is,  there's  one  vestige  of  the 
go-go  1980s  he  just  can't  seem  to  get 
into  1990s  shape:  Revlon.  After  grab- 
bing the  cosmetics  company  in  1985,  he 
loaded  its  balance  sheet  with  $2.9  billion 
in  debt.  True,  Perelman  has  slashed  it  to 
roughly  $1  billion,  recently  refinanced 
at  lower  interest  rates.  But  burdened 
by  a  still-hefty  interest  tab  and  unprofit- 
able product  lines,  Revlon  has  lost  mon- 
ey since  1991.  Perelman  was  forced  to 
cancel  an  offering  of  Revlon  stock  last 
year  after  investors  turned  up  their  nos- 
es. And  rumors  persist  he's  dolling  up 
the  company  so  he  can  sell  it  off. 
nice  deal.  Perelman  denies  such  talk— 
and  he  doesn't  seem  to  need  the  cash.  In 
February,  his  company  MacAndrews  & 
Forbes  Holdings  Inc.  sold  First  Gibraltar 
Bank,  the  ailing  chain  of  Texas  savings 
and  loans  it  bought  in  1988,  to  Bank- 
America  Corp.  for  $110  million.  But  be- 
cause of  the  tax  breaks  granted  by  reg- 
ulators in  the  s&L  bailout— breaks  Perel- 
man used  to  offset  gains  at  his  other 
companies— he  made  $1  billion  from  First 


Gibraltar,  says  analyst  Frank  W. 
derson  of  Stephens  Inc.  in  Little  I 
Add  to  that  $1.1  billion  he  made  s< 
Revlon's  Betrix  and  Max  Factor  bi 
to  Procter  &  Gamble  Co.  in  1991,  ai 
has  amassed  quite  a  war  chest. 

For  the  past  six  months,  Pere 
has  been  doling  it  out.  He  spent 
million  to  buy  52%  of  SCI  Television 
a  TV  station  chain  owned  by  Vail  (( 
developer  George  N.  Gillett.  He 
$300  million  to  raise  his  stake  in  M 
Comics  from  60%  to  80%,  and  spei 
undisclosed  sum  to  buy  50%  of  Ge 
Entertainment,  a  Los  Angeles  pn 
tion  and  syndication  company.  H< 
$100  million  into  Revlon.  And  in  M 
Perelman  spent  $180  million  to  buy 
Consolidated  Cigar  Corp.  from  V 
Capital  Partners  Inc.,  which  bough 
company  from  him  in  1988  (table). 

But  Perelman's  passion— and  m 
his  millstone— remains  Revlon,  whic 
counts  for  more  than  half  his  em] 
revenues.  Last  year,  he  tried  to  sp 
11  million  shares,  or  18%  of  Revlo 
roughly  $18  to  $20  per  share.  Bi 
vestors  were  wary,  even  though 
spring  1992  prospectus  projected 
would  jump  17%,  to  $1.7  billion  in 
and  that  operating  losses  would  si 
to  $24.3  million  from  $242  million  in 

It  turns  out  the  investors  were  i 
Sales  rose  just  11%  in  1992,  and  R< 
reported  an  $82.6  million  operating 
more  than  three  times  worse  thai 
prospectus  anticipated.  Revlon's  19£ 
suits  don't  look  any  brighter.  Foi 
quarter  ended  Mar.  31,  sales  fell  4' 
$350  million,  while  operating  in< 
dropped  to  $2  million,  from  $14  m 
before  a  $163  million  restructi 
charge  in  the  first  quarter  of  1992. 

Revlon  says  sales  sagged  aft 
closed  a  factory  in  New  Jersey  anc 
trouble  shipping  fragrances.  The  Ai 
bankruptcy  of  a  big  Revlon  retailer 
Phar  Mor  drugstore  chain,  didn't 


PERELMAN'S  FAR-FLUNG  PROPERTIES 


COLEMAN 

Outdoor  equipment 
manufacturer  acquired  in  1989 

$492  million/$68  million 

CONSOLIDATED  CIGAR 

Cigarmaker  Perelman  bought, 
sold,  and  bought  again 
$  1 25  million 
CASH  FLOW:  $29  million 

GENESIS  ENTERTAINMENT 

50%  stake  in  L. A. -based  produc- 
tion and  syndication  company 

Unavailable/Unavailable 


1992  REVENUES/1992  OPERATING  PROFIT  OR 
MAFC0  WORLDWIDE 

Licorice  flavoring  company 

$100  million/$31  million 

MARVEL  ENTERTAINMENT  GROUP 

Recently  increased  stake  in  this 
comic-book  publisher  to  80% 

$224  million/$68  million 


LOSS 

NEW  WORLD  ENTERTAINMENT 

TV  production  company,  produc 
of  The  Wonder  Years 

$163  million/-$20  million 

REVLON 

Privately  held  cosmetics  compan 

$1.6  billion/-$83  million** 


NATIONAL  HEALTH  LABORATORIES     SCI  TELEVISION 


24%  stake  in  clinical  lab  chain 

$721  million/$64  million* 


■  INCLUDES  S136  MILLION  CHARGE 
DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


52%  stake  in  chain  of  seven  static 

$188  million/$15  million*** 


"INCLUDES  S163  MILLION  RESTRUCTURING  CHARG 
"FOR  NINE  MONTHS  ENDED  SEPTEMBER,  1992 


iwhile,  CEO  Jerry  Levin  concedes 
Revlon  has  a  long  way  to  go.  "I'm 
it  the  point  where  I  want  to  be,"  he 

Fit's  clearly  evolutionary." 
ouble  is,  Revlon  has  been  evolving 

long  time.  When  Perelman  bought 
evlon  was  in  a  wide  range  of  mar- 

The  less  expensive  Revlon  line  sold 
ugstores  and  supermarkets,  and  pro- 
&  excellent  margins.  But  expensive 
rtment-store  lines,  such  as  Princess 
lella  Borghese,  didn't.  Perelman 
jht  in  Levin,  then  a  top  executive  at 
'oleman  Co.  with  no  experience  in 
etics,  to  take  over  from  longtime 
on  executive  Sol  Levine. 
r  exit.  Levin  proposed  that  Revlon 
the  department-store  business,  take 
unds  spent  on  print  advertising  and 
>re  promotions  and  go  directly  to  TV 
>peal  to  a  younger  audience.  Perel- 
personally  chose  supermodels  Clau- 
Jchiffer  and  Cindy  Crawford  to  be 
m  models  and  spokeswomen.  Mean- 
Levin  took  Ultima  II,  the  one  ex- 


pensive line  left,  out  of  upscale  stores 
and  started  selling  it  through  J.  C.  Pen- 
ney and  Dillard's.  He  launched  a  plan  to 
coordinate  Revlon's  marketing  world- 
wide, cut  the  work  force  from  35,000  to 
17,000,  and  replaced  President  Michael 
M.  Hammond  with  George  Fellows,  a 
former  Revlon  executive  who  became  a 
top  executive  at  Colgate  Latin  America. 

The  focus  on  mass-merchandising  may 
yet  pay  off,  but  it  will  require  a  big  in- 
vestment in  marketing.  And  some  Perel- 
man watchers  say  that  Revlon's  years  of 
high  debt  left  it  with  a  legacy  of  under- 
investment in  marketing  and  product 
development.  "For  a  long  period  of  time, 
the  company  was  so  highly  leveraged  it 
had  to  devote  its  financial  resources  to 
debt  service  requirements,"  says  Carol 
Goodwin  Fuller,  a  fixed-income  analyst 
at  Moody's  Investment  Services  Inc. 
Interest  payments  are  down  from  $153 
million  in  1990,  but  they  still  soaked  up 
$94  million  in  1992. 

For  their  part,  Revlon  executives 


point  to  recent  market-share  gains  in 
everything  from  lipstick  to  eyeliner. 
They  say  they're  stepping  up  product 
launches,  and  have  hiked  ad  spending. 
Dolly  Parton  agreed  to  promote  her  own 
line  of  Revlon  fragrance  and  cosmetics 
through  infomercials,  and  Perelman  him- 
self is  proud  of  an  ad  featuring  country 
singer  Trisha  Yearwood  touting  Revlon's 
new  fragrance,  "Wild  Heart." 

Through  it  all,  Perelman  is  staying 
intimately  involved  in  the  details  of 
Revlon's  business.  Before  the  company 
launched  its  new  Outrageous  shampoo 
earlier  this  year,  for  example,  he  made 
product  managers  redesign  the  packag- 
ing and  reformulate  the  shampoo  sever- 
al times.  And  he  insists  he's  reveling  in 
Revlon,  no  matter  what  the  critics  say. 
"I  am  thrilled  with  the  progress  we've 
made,"  says  Perelman.  "And  I  am  the 
only  one  that  matters." 

By  Laura  Zinn,  with  Sunita  Wadekar 
Bhargava  and  Elizabeth  A.  Lesly  in 
New  York 


THE  MAKEUP  MAKER  WHO  WOULD  BE  MEDIA  MOGUL 


1  s  if  his  Revlon  super- 
models  weren't  glamor- 
ous  enough,  Ronald  O. 
elman  may  now  be  reach- 
for  the  dazzle  of  a  media 
pire.  His  properties  are 
dly  a  threat  to  Rupert  Mur- 
h  or  Ted  Turner,  but  Perel- 
l  has  assembled  enough  of  a 
tfolio  to  suggest  that  he 
ins  to  be  more  than  a  me- 
dilettante  (table).  "Any  mas- 
plan  he  has  for  media  isn't 
ir,"  says  Porter  Bibb,  a  bank- 
at  Ladenburg,  Thalmann  & 
"But  Perelman  is  an  excep- 
lally  bright  manager." 
tot  to  mention  a  shrewd  investor, 
it  February,  Perelman  struck  a 
.1  for  control  of  SCI  Television 
i,  a  chain  of  six  TV  sta- 
is.  For  just  $100  million, 
got  52%  of  a  company  SCI 
ight  for  $1.5  billion  in 
7,  with  top-ranked  network 
iiates  in  Atlanta  and  Milwau- 
.  Perelman's  deal,  which  also 
uded  a  Tampa  station,  was 
t  of  a  prepackaged  Chapter 
filing  after  SCI  couldn't  meet 
debt  payments.  SCI  left  bankruptcy 
May  25  with  its  stations  unscathed, 
fow,  media  watchers  are  wondering 
ether  Perelman  will  use  SCI  as  a 
ingboard  for  bigger  leaps.  He  al- 
dy  owns  a  Hollywood  production 
ipany,  New  World  Entertainment 
and  80%  of  comic-book  giant  Mar- 
Entertainment  Group.  And  he  re- 


MEDIA  SYNERGY? 


How  Perelman  could  link  his  properties: 


BROADCASTING 


First,  he  could  ally  SCI  with  another  station  group  to 
build  audience  and  presence  in  top  TV  markets 


PROGRAMMING 


Then,  the  New  World  and  Genesis  entertainment  units 
could  develop  programming  for  the  new  network 


PUBLISHING 


New  World  and  Genesis  could  also  distribute 
cartoons  based  on  Marvel  Comics  characters 

DATA:  BUSINESS  WEEK 


cently  bought  50%  of  a  TV-program 
distributor,  Genesis  Entertainment. 
All  told,  Perelman's  media  assets 
generated  $41.9  million  in  operat- 
ing income  in  1992  on  revenues 
of  $393  million. 

Some  media  executives  pre- 
dict that  Perelman  will  try  to 
assemble  an  ad  hoc  TV  network, 
supplying  SCl's  stations  with  his 
programming  and  selling  them  to  ad- 
vertisers as  a  package.  To  do  that, 
Perelman  would  probably  have  to 
team  up  with  another  station  group  to 
add  some  big  markets.  The  prime  can- 
didate is  Chris-Craft  Industries  Inc., 
which  owns  New  York  and  Los  An- 
geles stations.  Investment  bankers 
who  know  both  players  say  they  have 
talked.  Perelman  says  only  that  he 
may  buy  more  stations. 

First,  though,  he  might  want  to 


raise  his  profile  as  a  program- 
mer. New  World,  which  began  as 
a  producer  of  B-movies  and  later 
became  a  major  TV  producer,  lost 
its  only  network  series  when  ABC 
retired  The  Wonder  Years.  And 
Genesis  just  canceled  its  one  ma- 
jor offering,  The  Wfioopi  Goldberg 
Show,  which  was  drowned  out  in 
the  din  of  rival  talk  shows. 
epic  production.  If  Marvel 
Comics  is  any  guide,  Perelman 
knows  how  to  add  zip  to  listless 
media  companies.  When  he 
bought  Marvel  in  1989,  it  trailed 
rivals  such  as  Time  Warner  in 
exploiting  its  treasure  trove  of 
comic-book  heroes.  Now,  Marvel's  Spi- 
der-Man and  X-Men  are  showing  up 
in  TV  shows,  movies,  and  merchandise 
at  home  and  abroad.  James  Cameron, 
who  directed  Terminator  2,  is  even 
filming  an  epic  Spider-Man  for  Twenti- 
eth Century-Fox  Film  Corp. 

One  measure  of  Perelman's  ambi- 
tions may  be  his  choice  of  William  C. 
Bevins  Jr.  to  run  his  media  proper- 
ties. Bevins  came  from  Turner  Broad- 
casting System,  where  he  helped  Turn- 
er pull  off  his  daring  acquisition  of  the 
MGM/UA  Communications  film  studio. 
For  now,  Perelman  would  still  rather 
be  known  as  a  latter-day  Charles  Rev- 
son  than  a  would-be  Ted  Turner.  "We 
have  no  franchise  in  media,"  he  insists. 
"We're  a  tiny  little  company."  Pausing  a 
beat,  he  adds:  "But  growing." 

By  Mark  Landler,  with  Laura  Zinn, 
in  New  York,  and  bureau  reports 
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TRANSPORTATION  I 


TIMESHARE  FOR  SALE 
A  CORPORATE  JET 


Net  Jets  allows  thrifty  execs  to  fly  on  short  notice 


Owning  a  jet  isn't  all  it's  cracked 
up  to  be.  Just  ask  Clark  A. 
Johnson,  CEO  of  Pier  1  Imports 
Inc.  The  Fort  Worth  retailer  has  opera- 
tions scattered  across  42  states.  When 
executives  needed  to  visit  sites  in  Iowa, 
Minnesota,  North  Dakota,  and  South 
Dakota,  they  could  hit  them  all  in  a  day 
in  the  company's  British  Aerospace  PLC 
HS  400.  But  there  was  always  some- 
thing. On  days  when  the  plane  went 
unused,  Pier  1  had  to  pay  the  company 
pilots  anyway.  Johnson  had  to  fly  com- 
mercial when  the  chief  pilot  got  sick, 
or  when  the  jet  went  in  for  mainte- 
nance. There  was  the  danger  sharehold- 
ers would  complain  he  was  living  high 
on  the  hog.  And  it  was  expensive. 

Pier  1  found  an  alternative.  Some 
years  ago,  Johnson's  former  business 
chum  Jack  Nicklaus  told  him  about  Net- 
Jets,  a  jet-ownership  program  that  lets 
executives  use  planes  anywhere  in  the 
continental  U.  S.  within  four  hours— for 
the  expense  of  owning  just  a  piece  of  a 
plane.  So,  in  1986,  Johnson  sold  the  HS 
400  and  bought  a 


three-eighths  share  of  a  Cessna  Citation 
II,  which  seats  seven.  "It  is  a  manage- 
ment tool  that  enables  us  to  spend  more 
time  in  the  field  with  a  far-flung  opera- 
tion," he  says.  After  signing  with  Net- 
Jets  in  1987,  he  says,  Pier  1  cut  its  avia- 
tion costs  by  nearly  40%  over  five  years, 
without  sacrificing  convenience. 
no  deadheads.  Today,  Pier  1  is  one 
among  more  than  100  companies  or  indi- 
viduals that  have  became  NetJets  own- 
ers. The  program  is  run  by  Executive 
Jet  Aviation  Inc.,  based  in  Montvale, 
N.  J.,  one  of  the  country's  largest  jet 
charter  and  management  companies. 
NetJets  offers  some  major  advantages 
over  full-plane  ownership.  Costs  can  be 
significantly  lower.  Participants  pay  only 
for  actual  flight  time— not  for  the  many 
hours  of  so-called  deadhead  time  that 
jet  owners  or  charterers  must  pay  for 
when  jets  are  traveling  empty.  NetJets 
planes  also  come  ready  to  fly,  eliminat- 
ing the  need  for  maintenance,  leasing 
hangars,  or  keeping  pilots  on  salary. 

And  there's  another  huge  advantage: 
Unlike  condo  shares,  where  participants 
can  enjoy  the  house  only  when  the  oth- 
ers are  gone,  NetJets  is  ar- 
ranged 


COMPARING  THE  COSTS 


NetJets  vs. 

full  ownership 

ACQUISITION  COST 

5630,000 

52,500,000 

DIRECT  OPERATING  1,060.00 
Cost  per  hour  (200  hours  per  yeor) 

817.25 

FIXED  COST 

Annual 

134,580 

204,528 

COST  OF  CAPITAL 

at  6%  rate 

37,800 

150,000 

DEPRECIATION 

63,000  " 

250,000 

TOTAL  ANNUAL  COSTS 

447,380 

767,978 

Assuming  one-quorter  jet  share  "tight  years  to  a  20%  residual 

DATA  EXECUTIVE  JET  AVIATION  INC ,  C0NKLIN  t  DEDECHER  ASSOCIATES  INC. 


so  that  a  company  with  as  little 
one-quarter  share  can  use  up  to 
jets  at  any  time.  The  trick,  says 
Richard  T.  Santulli,  a  mathematiciai 
onetime  head  of  Goldman,  Sachs  & 
leasing  group,  was  beginning  with  a 
pool  of  eight  unowned  jets  and  coi 
ing  it  with  a  sophisticated  software 
gram  that  tracks  jet  movements 
keeps  them  flying  as  efficiently  as 
sible.  NetJets  is  growing  quickly 
anticipates  revenues  of  roughly  $5( 
lion  in  1993,  jumping  50%,  to  $75  n 
by  1994,  with  NetJets  providing  71 
those  revenues. 

The  program  has  widest  a] 
among  small  to  midsize  companies 
aren't  large  enough  to  keep  a  jet  ii 
quent  use.  But  it's  also  attracti 
broad  audience  beyond  that.  Many 
Jets  owners  are  private  investors  < 
tired  top  executives  loath  to  giv 
the  perks  of  corporate  life.  Formet 
merica  CEO  Gerald  Tsai  Jr.,  Atlanti 
cons  owner  Rankin  M.  Smith,  an 
tired  G.  D.  Searle  CEO  D.  C.  Sear 
own  NetJets  shares.  NetJets  is 
gaining  fans  among  large  corpora 
such  as  Texaco  and  Sara  Lee  tha 
NetJets  to  supplement  corporate  f 
Now,  Santulli  is  preparing  to  bn 
his  audience.  To  date,  NetJets  has 
mostly  Citation  lis,  which  have  a  i 
of  only  1,600  nautical  miles— New 
to  Houston.  Executive  Jet  is  close 
deal  with  BAe  for  20  BAe  1000s,  a  m 
jet  that  carries  eight  and  flies 
miles— coast  to  coast.  The  deal  I 
closed,  but  BAe  is  so  eager  to  e: 
its  new  plane  to  corporate  users  tl 
will  offer  to  guarantee  the  residual 
of  the  planes  after  five  years,  prote 
buyers  from  a  downturn  in  the  ma 
The  concept  does  more  than  hel] 
porate  purchasers  look  thrifty.  It 
jet  manufacturers  another  way  to 
their  wares.  Roughly  40%  of  the  cc 
nies  and  individuals  buying  Ne 
shares  are  first-time  plane  owners, 
tulli  says.  "One  thing  that's  been  s 
lacking  is  the  industry's  ability  I 
tract  new  people 
the  marketplace," 
Bob  Zuskin,  a  jet 
lyst  at  consultant 
tas  Inc.  "The  beat 
NetJets  is  that 
lows  people  in  es 
to  own  jets  for  a 
tion  of  the  cost 
course  it  may  b< 
chic  to  boast,  "I 
one-eighth  of  a 
But  then,  the  zei 
of  the  '90s  isn't  s 
it's  thrift. 

By  Andrea  Roi 
in  Montvale,  N.J. 
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Thank  Dad  for  being  more  proud  than  angry 
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e  Arts  Business 


MARKETS  I 


TO  HANG  IT? 

Future  shock  at  the  Whitney 


5: 


ir,   bellowed  a  guard  at  New 
I  York's  Whitney  Museum  one  re- 
cent morning,  "you  are  stand- 
ing on  the  artwork." 

Well,  wags  might  ask.  why  not?  The 
visitor  was.  after  all.  viewing  the  Whit- 
ney Biennial.  Critics  have  been  stomping 
all  over  the  highly  political  sculptures, 
installations,  films,  videos,  photos,  and 
paintings  that  have  filled  the  museum 
since  Mar.  4.  Robert  Hughes  in  Time 
called  the  show  "a  saturnalia  of  political 
correctness ...  a  fiesta  of  whining  agit- 
prop." Roberta  Smith  in  The  New  York 
Times  tagged  it  "pious,  often  arid."  Kay 
Larson  in  Xeiv  York 
warned:  "If  you  scare 
easily,  stay  home."  No 
wonder  that  for  weeks 
Whitney  Director  Da- 
vid A.  Ross  spent  an 
hour  a  day  answering 
hate  mail,  which  is  out- 
running complimentary 
letters  four  to  one. 


Every  odd  year,  the  Whitney  culls 
studios  around  the  U.  S.  for  the  best 
contemporary  art  produced  in  the  previ- 
ous two  years.  Every  time,  the  Biennial 
disappoints— at  best.  But  for  those  con- 
nected with  the  arts  business,  there's  a 
major  difference  this  year.  The  '93  Bien- 
nial breaks  with  its  recent  predecessors, 
which  drew  criticism  for  being  too  at- 
tuned to  star  artists  promoted  by  trendy 
galleries.  This  Biennial  is  loaded  with 
hard-to-sell  works.  If  it's  an  omen,  the 
contemporary  art  business  is  in  for 
rough  times. 

"The  Biennial  may  reflect  what's  going 
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on  in  the  eyes  of  young  artists 
young  collectors  in  view  of  the  co 
and  the  media,  but  it  does  not  hel 
art  market  one  bit,"  says  Los  An 
collector  Eli  Broad,  chairmai 
SunAmerica  Inc.  "This  is  not  the  k 
work  that  we  would  be  soliciting," 
Diane  Upright,  director  of  contemp 
art  at  Christie's.  "It  needs  to  be 
tured  by  galleries."  Even  then,  re 
New  York  art  dealer  Josh  Baer.  " 
are  only  a  couple  of  thousand  p 
worldwide  who  collect  the  kind  ( 
the  Whitney  Biennial  is  showing." 
ungainly  pieces.  Blame  both  the  i 
and  the  message.  Most  of  the  v 
make  decidedly  unsubtle  stater 
about  AIDS,  racism,  sexism,  and 
political  and  social  issues  of  the 
"For  the  past  five  years,  these  prol 
have  been  on  the  minds  of  manj 
ists,  but  a  lot  of  collectors  are  not 
interested  in  this  kind  of  work," 
New  York  dealer  Paula  Cooper.  ' 
who  are  want  to  find  the  successc 
Picasso,  Daumier,  and  other  artiste 
dealt  with  the  world's  woes  in  end 
ways.  Such  potential  masters,  by  vi 
ly  all  accounts,  are  few  at  the  Biei 
Still,  Manet  often  belittled  Re 
talents.  Who's  to  say,  definitively, 
art  will  last?  Far  less  subjective 
far  more  meaningful,  is  the  impj 
the  Biennial  artists'  chosen  media, 
ly  half  work  in  film  or  video;  o 
build  installations  or  huge  sculp 
pieces.  Only  8  of  the  82  artists  are 
ers.  Although  film,  video,  and  instal 
art  have  been  around  for  years, 
preponderance  at  the  Biennial  d 
home  the  point  that  the  art  worli 
changed.  "More  and  more  artists 
found  that  they  cannot  express 
selves  through  the  canvas  or  in  br< 
says  Donald  Young,  a  Seattle  deal 
Yet  paintings  are  what  the  vast 
of  collectors  want  to  buy.  Says  I 
who  for  his  own  collection  or  fo 
tion  has  bought  more  than  1,000  \ 
of  art  in  the  past  10  years:  "Ver; 
collectors  have  the  interest  or  the 
needed  for  collecting  the  media  [th 
ists  in  the  Biennial]  are  working  i 
A  look  at  a  few  Biennial  pieces  i 
that.  Pepon  Osorio's  The  Scene 
Crime  /  Whose  Crime?/— a  recreatio 
murder  scene— was  built  in  the  mu 
Land  of  Projectu 
Bruce  Yonemoto. 
man  Yonemoto, 
Timothy  Martin 
huge  model  of  an 
er    Island  scul 

MANY  OF  THE  FEAT 
ARTISTS  WORK  IN 
VIDEO,  WHICH  IS  H 
TO  SHOWCASE 
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n  you're  as  service- 
ited  as  we  are,  you 
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Make  it  flexible." 

It  has  to  work  for  a  lot  of 
different  people  in  a  lot  of 
different  configurations. 
Center  for 
Blood  Research 


yr  "Make  it  fit." 

Be  willing  to  learn  about 
our  business  and  tailor  a 
system  that's  right  for  us. 
New  Jersey  Transit 


"Make  it  expandable." 

We  want  a  system  that 
can  meet  our  needs 
today  and  grow  with  us 
in  the  future. 
McLaren  Regional 
Medical  Center 


Make  it  compatible." 

We  use  equipment  from 
a  variety  of  vendors. 
Can  you  make  it  all 
work  together? 
Cox  Enterprises 


"Make  it  affordable." 

Give  us  a  non-blocking 
architecture  that  doesn't 
require  a  lot  of  extra 
equipment. 
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Now,  the  question  is,  how  do  you  use  your  phones?  Do  you  sell  by  phone?  Do  you  buy  by  phone?  Do  you 
switch  data,  use  voice  mail,  videoconference?  Only  after  closely  analyzing  your  strategic  requirements  and 
phone  use  patterns  -  patterns  that  even  you  may  not  be  completely  aware  ot  -  do 
we  tailor  a  total  package  of  specialized  applications  that  precisely  fits  your  needs. 
To  learn  more  about  the  Fujitsu  F9600  ISDN  PBX,  call  us  at  1-800-553-3263. 
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that  serves  as  the  screen  for  TV 
Charles  Ray's  45-foot-long  Fire  ' 
didn't  even  fit  in  the  Whitney, 
parked  out  front  on  Madison  Ave. 
foundations,  museums,  and  a  few  c 
tors  can  buy  these  works. 

What's  more,  notes  New  York  d 
Barbara  Gladstone,  an  installation 
"is  not  as  liquid  as  other  art  purcf] 
because  it  has  to  be  built  into  a  spa 
you  move,  paintings  are  not  a  proh 
And  when  these  installations  use 
tronic  technology— as  many  do— c 
tors  must  pay  a  huge  sum  just  fo 
equipment.  That  can  boost  the  pri 
video  installations  to  $100,000  or  m 
whether  the  artist  is  established  oi 

Even  collectors  who  seek  out  cu 
edge  works  acknowledge  difficulties 
both  elaborate  video  installations 
simple  film  and  video  offerings.  "I 
the  show;  most  of  the  video  was  : 
esting,"  says  adman  Jay  Chiat,  foi 
of  Chiat/Day  Inc.  and  owner  of  s 
seven  art  tapes  among  his  many 
works.  "The  problem  with  buying 
is,  what  do  you  do  with  it  wher 
buy  it?  Some  people  are  making 
rooms."  Then  there's  the  time  in 
ment.  Even  a  glimpse  of  a  paintii 
sculpture  can  be  worthwhile,  but 
eos  must  be  watched  to  make  sen: 
video  vultures?  Galleries  have 
own  problem  with  videos:  Som« 
them,  but  they  can't  make  a  livir 
pieces  that  sell  for  $100,  $300,  or  n 
$1,200  for  limited  editions.  Rival  dis 
tion  channels  are  likely  to  develop  { 
side  the  nonprofit  groups  that  do 
of  the  job  now.  "These  things  will  e 
into  legitimate  markets  with  reaso 
profit  margins,"  says  Ross. 

Experts  predict  other  pluses  i 
the  road.  As  the  world  goes  digital, 
nology  won't  be  a  barrier.  "I  think 
are  going  to  take  off  in  the  next 
years  or  so  because  you'll  have 
definition  TV"  and  other  advances, 
Chiat.  Clearly,  video  appeals  mo 
the  young  generations  that  are  £ 
ing  up  with  it.  Says  Gladstone:  "Tf 
be  a  huge  and  important  marke 
cause  it  will  be  an  area  for  young  p 
who  don't  have  a  lot  of  money  but 
want  to  be  connected  with  the  £ 
their  time."  With  video  serving  ; 
entry  point,  as  prints  do  now,  th 
world  could  expand.  Paradoxically 
cause  the  bellwether  Biennial  lef 
lectors  in  a  state  of  painting  dei 
tion,  it  could  foment  a  revival  on  ct 
Art  adviser  Thea  Westreich  foreca 
redetermination  to  investigate  wh; 
can  do  with  painting." 

If  any  of  those  things  occur,  tl 
Biennial  will  be  remembered  far 
fondly  than  it  was  initially  receive 

By  Judith  II.  Dobrzynski  in  Neu 
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MARKETS  I 


CHICAGO'S  SWAPS 
SWEEPSTAKES 


Its  feuding  exchanges  could  win  big  as  home  to  a  clearinghouse 


For  months,  the  Chicago  Board  of 
Trade  and  the  Chicago  Mercantile 
Exchange  have  coyly  courted  one 
another,  trying  to  merge  their  separate 
clearinghouses  into  one  huge  trade- 
matching  entity.  The  courtship  busted 
up  abruptly  in  late  May,  though,  when 
the  Merc  announced  that  it  had  wooed 
another  exchange,  the  New  York  Mer- 
cantile Exchange,  into  a  partnership  to 
develop  a  new  limited  trade-clearing  sys- 
tem. The  Merc  says  the  CBT  had  plenty 
of  warning  about  the  New  York  deal, 
but  an  aggrieved  Patrick  Arbor,  chair- 
man of  the  Board  of  Trade,  says  "we 
were  completely  blindsided." 

Just  another  fracas  between  the  two 
Chicago  commodity  exchanges?  Hardly. 
Behind  the  latest  ruckus  in  the  pits  is  an 
unseen  prize:  the  potentially  enormous 
business  for  clearing  swap  transactions. 
A  clearinghouse  would  give  both  parties 
to  the  swap  protection  against  the  risk 
that  they  might  not  receive  agreed-upon 
swap  payments,  much  as  the  futures 
clearinghouse  guarantees  that  both 
sides  of  a  wheat  contract  will  meet  their 
obligations.  A  swap  clearinghouse  could 
also  reduce  risk  to  the  financial  system 
and  expand  the  roster  of  swap  dealers. 
"A  clearinghouse  is  the  next  logical  step 
in  the  evolution  of  the  swaps  market," 
says  a  Fed  official  who  has  studied  the 
question  of  systemwide  risk  arising 
from  swaps. 

custom-made.  Swaps— the  high-finance 
contracts  used  to  manage  interest-rate 
and  currency  risks — have  rocketed  in  a 
few  short  years  into  a  $4.8  trillion  mar- 
ket. In  a  typical  interest-rate  swap,  one 
party  agrees  to  pay  a  variable  interest 
rate  to  another  party  in  exchange  for 
receiving  a  fixed  rate  payment.  For  ex- 
ample, say  a  company  that  has  issued 
$100  million  in  10-year,  fixed-rate  7% 
bonds  thinks  interest  rates  will  fall.  It 
could  enter  into  a  swap  contract  where  it 
agrees  to  make  variable-rate  interest 
payments  for  10  years  to  another  party, 
equal  to  three  percentage  points  over 
the  two-year  Treasury  rate  of  4%.  In 
exchange,  it  would  get  fixed  payments 
of  7% — equal  to  the  interest  payments  it 


is  paying  bondholders.  If  rates  fall,  so 
do  the  company's  payments — even 
though  its  bondholders  are  still  receiving 
7%.  The  other  party  to  this  deal,  say  an 
insurance  company,  may 
have  issued  floating-rate 
notes  and  wanted  to  protect 
against  a  rise  in  rates.  The 
swaps  dealers — mostly 
banks — that  create,  market, 
and  broker  these  deals  have 
made  billions. 

Creating  a  clearinghouse 
has  proved  to  be  tough  sled- 
ding so  far.  More  than  a 
year  ago,  outgoing  New 
York  Fed  Chairman  Gerald  Corrigan 
warned  that  the  loosely  regulated  swaps 
market  could  generate  problems  for  the 
financial  system.  Fed  statistics  show 
that  at  the  end  of  1992,  Citicorp  alone 
had  swaps  credit  exposure  of  $26.6  bil- 
lion. But  there  has  been  no  substantive 
move  to  address  the  problem  of  swaps- 
related  credit  risk.  The  big  New  York 
banks  that  dominate  the  domestic  swaps 
market  have  discussed  forming  a  clear- 
inghouse, but  they  have  yet  to  take  ac- 
tion. And  the  industry's  lobbying  arm, 
the  International  Swap  Dealers  Assn., 
won't  take  a  position  on  the  question. 
"The  idea  has  been  bantered  around  be- 
fore, only  to  die  a  slow  death,"  says 
Fredrick  J.  Chapey  Jr.,  head  of  deriva- 
tives origination  and  strategy  at  Chase 
Securities. 

Why  no  progress?  Supporters  and  op- 
ponents of  a  clearinghouse  agree  that 
eliminating  systemwide  risk  is  a  laud- 
able goal,  but  coming  up  with  a  work- 
able system  to  do  so  is  hard.  For  one 
thing,  clearing  works  best  on  standard- 
ized contracts,  such  as  contracts  on 
wheat  or  shares  of  IBM  stock,  and  swaps 
are  custom-tailored  to  meet  the  specific 
requirements  of  the  two  parties. 

And  while  clearing  would  reduce  the 
importance  of  creditworthiness  between 
parties,  swap  dealers  already  adjust  for 
the  lack  of  a  clearinghouse,  demanding 
collateral  when  they  trade  with  less  cre- 
ditworthy counterparties.  What's  more, 
customers  aren't  willing  to  give  up  cus- 


CBT  Chairman  Patrick 
Arbor  complains  that 
they  were  "completely 
blindsided"  by  the  Merc's 
deal  with  NYMEX 
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"Clearing  could  embellish 
the  market.  But  we  don't 
want  to  compete  in  swaps 
trading,"  says  John 
Sandner,  Merc  chairman 


tomization  in  exchange  for  reduced  con- 
cerns about  credit  quality.  And  some 
worry  that  using  a  clearinghouse  could 
add  to  the  cost  of  using  swaps.  "Any 
time  you  add  an  extra  link  in  the  chain, 
you  add  cost,"  says  Keith  McBride,  asso- 
ciate treasurer  of  Mead  Corp. 

Big  swap  dealers  worry  about  a  threat 
to  their  established  market  position.  Cen- 
tralized clearing  would  broaden  competi- 
tion between  swaps  dealers — hardly  a 
popular  concept  with  current  dealers 
making  huge  profits.  Dealers  now  limit 
their  trading  with  one  another  based  on 
their  assessment  of  each  others'  cre- 
ditworthiness. The  safety  provided  by  a 
clearinghouse  would  open  the  market  to 
new  participants  and  expand  the  activi- 
ties of  existing  dealers. 
"social  benefit."  Some  dealers  even 
think  fears  about  swaps  are  overblown. 
There  have  been  few  failures  in  the 
swap  market,  and  those  that  have  oc- 
curred don't  justify  apocalyptic  visions 
of  financial  gridlock.  Drexel  Burnham 
Lambert  Inc.  and  Bank  of  New  England 
both  had  sizable  swaps  portfolios,  and 
companies  that  had  swap  contracts  with 
them  were  plenty  nervous  when  the 
troubled  institutions  collapsed.  But  even 
in  those  extreme  cases,  there  was  no 
panic  in  the  market  because  the  compa- 
nies' contracts  were  eventually  settled. 
Others,  though,  recognize  that  regula- 
tors are  still  concerned  and 
think  a  centralized  clearing- 
house is  needed  to  avert 
new  market  regulation.  RMJ 
Options  Trading  Corp.,  a 
New  York  options  and  secu- 
rities firm,  has  tried  to  sell 
dealers  on  its  own  plan  to 
clear  swaps.  And  though 
the  big  New  York  money- 
center  banks  haven't  agreed 
on  anything,  Chase  Manhat- 
tan Corp.  has  discussed  the  possibility  of 
forming  a  clearinghouse  with  other  deal- 
ers, while  Bankers  Trust  Co.  is  now  de- 
veloping a  plan,  market  sources  say. 
Chase's  Chapey  says  his  bank  discarded 
the  idea  because  it  prefers  to  deal  with 
its  clients  one-on-one.  Bankers  Trust 
could  not  be  reached  for  comment. 

But  despite  the  wrangling,  Chicago's 
exchanges  may  still  be  the  best  home 
for  a  clearinghouse.  The  CBT  and  Merc 
will  try  to  get  their  clearing  talks  back 
on  track  this  month.  The  exchanges'  pri- 
mary aim  is  to  unify  the  clearing  of 
futures  and  options  trades.  But  the  pros- 
pect of  clearing  swaps  trades  is  also 
there.  "The  opportunity  for  swaps  clear- 
ing is  great,"  says  Merton  H.  Miller,  the 
Nobel  laureate  economist  who  sits  on 
the  Merc's  board  of  governors.  "And  it 
would  bring  a  social  benefit,  as  well 


as  being  a  successful  private  venture." 

Of  the  two,  the  CBT  is  more  interested 
in  clearing  swaps.  Board  of  Trade  Clear- 
ing Corp.,  its  clearing  unit,  is  acknowl- 
edged as  one  of  the  world's  foremost 
clearing  entities.  And  despite  its  failed 
effort  to  launch  swaps  trading  in  the 
CBT's  pits  two  years  ago,  the  exchange 
still  wants  to  serve  as  a  clearinghouse 
for  swaps  dealers.  "If  we  don't  make  a 
move,  we're  going  to  find  some  other 
consortium  of  banks — or  someone  else — 
will  jump  in  and  do  it,"  says  Arbor. 

Sources  at  the  CBT  believe  a  joint 
clearinghouse  would  get  a  lot  more  use 
than  one  run  by  CBT  alone  because  the 
Merc  has  stronger  ties  with  the  swap 
dealers.  Those  dealers  generate  a  quar- 
ter of  the  trading  in  the  Merc's  Eurodol- 
lar futures  contract.  But  the  Merc  is 
approaching  the  clearing  issue  gingerly. 
It's  afraid  of  offending  the  swap  deal- 
ers. "Clearing  could  embellish  the  mar- 
ket. But  we  don't  want  to  compete  in 


swaps  trading,"  says  John  F.  Sandner, 
chairman  of  the  Merc.  One  high-ranking 
Merc  official  says  the  exchange  leader- 
ship also  believes  Merc  members  would 
be  leery  about  the  potential  costs  of  a 
swaps  clearinghouse.  That's  because 
each  member  of  a  swaps  clearing  associ- 
ation would  pay  a  fee  for  each  cleared 
trade  and  agree  to  shoulder  part  of  the 
cost  of  any  defaults.  "Members  want  to 
know  why  they  should  pay  up  capital 
they've  worked  all  their  lives  to  earn 
because  there's  been  a  default  on  a 
swaps  contract,"  says  the  officer. 

True,  the  exchanges  work  together  ef- 
fectively in  Washington  to  lobby  against 
higher  taxes  and  more  regulation.  But 
on  day-to-day  business  issues,  they  rare- 
ly agree.  That  distrust  was  exacerbated 
by  the  recent  dustup  over  the  Merc's 
NYMEX  overture.  If  the  Chicago  gang 
doesn't  agree  to  cooperate  on  swap 
clearing,  they  could  wake  up  to  find  that 
an  extremely  lucrative  business  has 
been  snatched  from  under  their  noses. 

By  David  Greising  in  Chicago 
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•  Sprint  is  a  telecommunications  leader  because  it 
delivers  world-class  speed  and  reliability — not 
surprising  from  a  company  that  measures  response 
time  in  nanoseconds.  And  Tandem  has  been  there 
since  1983  with  the  intelligent  networking  solutions 


that  have  helped  Sprint  move  its  industry  lid 
forward.  In  fact.  Tandem  online  systems  proca 
than  500  transactions  per  second,  suppo 
separate  Sprint  applications,  including  the  11 
user  global  foncard  network  and  the  Enhanc 


Spunt.  fOncard,  and  Enhanced  800iV  number  service  are  trademarks  ot  Sprint  Communications  Company  L  P  Tandem  and  trie  Tandem  logo  are  trademarks  ot  Tandem  Computers  incorporated  ^1993  Tandem  Computers  incorporated 


service.  Now  that  partnership  is  helping 
levelop  applications  for  the  high-speed 
ion  highways  of  the  future.  To  learn  how 
ng  it  for  Sprint,  call  800-959-2492,  ext.  610. 
over  what  Tandem  can  do  for  your  company. 


^TANDEM 

Shouldn't  you  be  computing  like  this? 
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INVESTMENTS  I 


WHEN  SCORPIO  RISES, 
STOCKS  WILL  FALL 


Astrologer-traders  look  to  the  stars  to  cast  the  markets'  future 


Jack  Shuman,  futures  trader,  is 
ready  to  "come  out  of  the  closet." 
After  considerable  soul-searching, 
he  has  decided  to  reveal  an  aspect  of 
his  life  that  is  shared  by  untold  num- 
bers of  other  Wall  Streeters.  Most  fear 
repercussions — ridicule,  or  even  loss  of 
their  jobs — were  their  secret  passion 
ever  to  become  known.  But  conse- 


financial  astrology  buffs  gathered  in 
New  York  for  a  conference  organized  by 
Henry  Weingarten,  the  fund's  manager. 

Weingarten  claims  to  run  some  $8.7 
million  in  the  fund,  which  is  a  private 
investment  vehicle  for  what  he  describes 
as  "high  net-worth  individuals."  The 
fortysomething,  bearded  Weingarten 


quences  be  damned.  Jack  Shuman  is  go- 
ing public.  "You  can  call  me  a  futures 
trader  and  researcher,"  he  says.  "And 
an  astrologer." 

For  better  or  worse — probably  the  lat- 
ter— this  is  the  dawning  of  the  Age  of 
Financial  Astrology.  At  a  time  when  the 
market  has  rarely  seemed  more  unfath- 
omable, astrology  is  gaining  popularity 
as  a  forecasting  tool,  one  with  special 
appeal  to  those  anticipating  an  imminent 
financial  Doomsday. 

apocalypse  SHORTLY.  Some  trappings 
of  respectability  have  already  arrived. 
There  is  a  widely  read  market-astrology 
newsletter,  Crawford  Perspectives,  edit- 
ed by  the  veteran  market  technician  and 
astrologer  Arch  Crawford,  and  even  an 
Astrologer's  Fund.  In  mid-May,  about  50 


has  been  an  astrologer  for  25  years  and 
runs  the  fund  from  offices  on  Manhat- 
tan's Eighth  Avenue,  in  a  building  that 
includes  the  Canine  Human  Rights 
League  and  overlooks  a  strip  of  gar- 
ment-notion manufacturers  and  sal- 
vaged-goods  outlets.  "I  go  outside  on 
the  street,  and  I  can  see  that  we're  head- 
ing toward  a  depression,"  he  says.  "All 
the  big  brokers  are  living  in  a  dream 
world." 

That's  right,  a  depression.  Astrologers 
are  among  the  most  pessimistic  of  mar- 
ket watchers,  and  Weingarten  is  down- 
right apocalyptic.  The  reason?  Look 
up — way  up — to  Uranus  and  Neptune. 
The  two  planets  have  lined  up,  and  that 
is  positively  lousy,  astrology -wise,  for 
perhaps  another  two  years. 


Weingarten  doesn't  base  his  fort 
solely  on  the  Uranus-Neptune  situ 
He  also  designs  individual  astrol< 
charts  of  the  stock  market,  based  c 
positioning  of  the  heavenly  bodies  ; 
founding  of  the  New  York  Stocl 
change,  as  well  as  similar  chart 
the  Tokyo  exchange,  President  CI 
individual  stocks,  and  the  U.  S. 
The  prognosis  is  dour.  Weingart 
"short  everything"  except  some 
stocks.  "We  are  not  in  control  o 
own  destiny,"  says  Weingarten.  "T 
a  period  in  which  the  unthinkabl 
comes  thinkable." 

SUNSPOTS  AND  SELL-OFFS.  Crav 

agrees  that  the  planetary  situati 
crummy  indeed  for  the  markets, 
crucial  days  ahead,  according  to  th 
est  Crawford  Perspectives,  include 
10  ("Saturn  stationary  retro^ 
square  to  solar  eclipse  . . .  may  tou( 
tight  money.  Restrictions.  Depn 
feelings,  down!")  and  Jun 
when  the  position  of  Mars 
tends  "bank  failures,  sharp 
ket  sell-off,  tight  m 
currency  crises,  e 
quakes,  sunspots!" 

Does  financial  astr 
make  sense,  or  is  it- 
don  the  expression — i 
shine?  So  far  this  year, 
Crawford's  and  Weingai 
;loomy  prognostications 
yet  to  bear  fruit.  But  Crai 
fared  better  in  1992, 
his  newsletter  was  : 
No.  1  long-term  market 
by  the  market  newsletter 
er  Digest.  As  for  Weing: 
he  won't  provide  perfora 
figures  for  his  fund.  And  n 
participants  in  the  May  confe 
were  necessarily  sold  on  astr< 
The  skeptics  include  confe 
speaker  Jack  D.  Sch wager,  direc 
futures  research  and  trading  strata 
Prudential  Securities  Inc.  If  mark 
cles  are  in  sync  with  planetary  cycl 
notes,  that's  probably  a  coinck 
Says  conference  attendee  Peter  Co 
currency  trader  at  Midland  Banti 
"There's  no  way  I  could  put  my  j 
money  at  risk  on  the  basis  of  fins 
astrology." 

Shuman  has  no  such  qualms.  Hei 
says,  "hiring  sophisticated  quant  pi|| 
to  provide  number-crunching  fell 
trading  methodology,  which  uses  ill 
bination  of  orthodox  technical  arjj 
and  a  "Hindu  forecasting  techrf 
But  Shuman  has  already  taken  ail 
bigger  step — he  has  come  out  4 
closet.  Most  of  his  ilk  on  Wall  t 
have  not.  For  their  sake,  if  nott 
clients',  perhaps  that's  just  as  wei 
By  Gary  Weiss  in  Nem 
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Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


itroducing  the  affordable  Canon  FAXPHONE*  B70 
kibble  Jet™  facsimile. 

Everything  you've  ever  wanted  in  a  high  quality 
:  sheet  plain  paper  fax  is  here.  Only  now,  it's 
ordable. 

The  new  personal  FAXPHONE  B70  offers 
non's  patented  Bubble  Jet  technology  with 
0  x  360  dpi  to  give  you  laser  quality  output. 

What's  more,  Canon's  exclusive  UHQ,M  imaging 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321-HOP. 


Come  see  the  Canon  Greater  Hartford 
Open  Golf  Tournament  June  24-27, 
or  watch  it  on  CBS  (June  26-27  ) 


FAXPHONE  B70 

BUBBLE  JET  FACSIMILE 


Cum  USA.  Ins  Home  Office  Products  Division, OlX  Canon  Pta  a.  Lalse  Sucsi^s,  NY  11042  Canon  and  FAXPHONE  art  rejjslered  trademarks  ol  C  anon.  Ins  Bubble  Jel  and  UHQ  are  trademarks  of  Canon,  In. 
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INVESTMENT  BANKING  I 


DID  WARBURG 
GET  GREEDY? 


Controversy  dogs  the  London 
bank's  push  for  global  stature 


o  one  in  London's  august  invest- 
ment-banking circles  was  sur- 
prised when  the  government 
chose  S.  G.  Warburg  Group  PLC  to  han- 
dle the  July  sale  of  its  22%  stake  in 
British  Telecommunications  PLC.  An  up- 
start bank  for  decades  after  its  1946 
founding,  Warburg  now  has  impeccable 
connections  with  the  British  Establish- 
ment that  guarantee  it  a  place  among 
London's  dealmaking  elite.  The  S8  billion 
BT  underwriting  will  rocket  Warburg  to 
the  top  of  the  1993  list  of  Europe's  in- 
vestment banks. 

But  making  it  in  London  doesn't  trans- 
late into  becoming  a  major  competitor  in 
today's  global  markets.  As  the  biggest 
British  investment-banking  house,  War- 
burg is  one  of  the  few  British  firms  with 
a  shot  at  challenging  such  U.  S.  power- 
houses as  Goldman  Sachs,  Merrill 
Lynch,  and  Morgan  Stanley  in  the  world 
capital  markets.  To  enter  their  ranks,  it 
must  first  turn  itself  into  a  full-service, 
global  securities  house,  the  goal  of  War- 
burg CEO  Lord  Cairns. 

Warburg  has  a  ways  to  go.  The  huge 
offer  is  causing  controversy  in  the  Euro- 
pean banking  community,  where  there  is 
a  chorus  of  complaints  from  Warburg's 
fellow  underwriters  that  Warburg  wants 
to  hog  the  deal.  And  even  if  the  acrimo- 
ny subsides,  Warburg  won't  have  the 
British  government  to  lean  on.  With  the 
BT  deal,  British  privatization  programs, 
which  have  been  a  major  source  of  War- 
burg's global  business,  are  coming  to  an 
end.  In  privatization  deals  outside  Brit- 
ain, from  Spanish  energy  group  Repsol 
to  Singapore  Telecom,  Warburg  has 
failed  to  win  the  lead  role.  "BT  is  the  last 
one  where  they'll  have 
a    sugar   daddy — the 


CEO  CAIRNS:  OTHER  BANKS  SAY  WARBURG  HOGGED  A  BT  OFFER 


British  Treasury,"  one 
source  says. 

To  date,  Warburg  has 
little  to  show  for  its  in- 
vestment in  the  U.  S.  In 
the  giant  U.  S.  market 
for  equities,  Warburg 
was  the  lead  manager 
of  only  one  offering  last 
year,  a  tiny  $45  million 
deal  for  Shaman  Phar- 
maceuticals. ReCOgniz- 


iOS     J   '  -  :  .VFF: 


WARBURG'S 
ERRATIC  PROFITS 


I 


"      FISCAL  YEAR  ENDS  MAR.  31 
'90  '91  'fl  'W 

A  MILLIONS  OF  DOLLARS 

DATA:  COMPANY  REPORTS 


ing  this  weakness,  Lord  Cairns  recently 
tapped  board  member  and  former  CBS 
Inc.  chief  Thomas  H.  Wyman  to  head 
U.  S.  operations.  Wyman's  job  is  to  push 
Warburg's  North  American  profits 
above  1992's  paltry  $18  million. 
"Table  SCRAPS."  Overall,  the  picture 
wasn't  much  prettier.  In  results  an- 
nounced on  May  27,  Warburg's  entire 
pretax  profit  for  the  year  ended  Mar.  31 
was  S229  million,  down  11%  from  S257 
million,  while  Morgan  Stanley  &  Co.'s 
profit  for  just  one  quarter  ended  April 
30  was  S196  million,  up  417'.  In  major 
new  Asian  markets,  Warburg  has  man- 
aged only  slender  earnings  after  it  tried 
to  set  up  an  equities  group  in  Tokyo  just 
as  prices  on  the  Nikkei  were  collapsing. 
Warburg  is  optimistic  its  critics  will  be 
silenced  based  on  mergers  and  equity- 
deals  it  has  in  the  pipeline. 

Cairns  is  betting  that 
the  BT  deal  will  go  a 
long  way  to  turning  all 
that  around.  Already, 
thanks  to  this  high-pro- 
file job,  Warburg  has  a 
shot  to  be  lead  banker 
for  a  82  billion  Euro 
Disney  offering.  But  a 
mini-revolt  ensued 
among  BT  syndicate 
members  when  War- 
burg insisted  that  only 
it  and  its  11  partners, 


including  Merrill 
Morgan,  could  nr 
BT  stock  to  institu 
investors.  And  i: 
first  two  weeks  ol 
keting,  even  tho 
firms  will  be  allov 
market  BT  shares 
to  institutions  in 
regions.  Wai 
alone  will  not  be  t 
a  region,  leading 
global  manage 
grumble  privatelj 
Warburg  was  f 
the  deal  so  th 
would  get  most  ( 
commissions. 

Warburg's  tact 
the  BT  privatiz 
could  cost  the 
dearlv.  Excluded 
the  list  of  11,  Fr; 
Banque  Indi 
dropped  out  of  th< 
once  it  learned  it 
not  sell  stock  t< 
manager  of  a  L 
fund  owned  by 
bank  itself.  Four 
European  banks 
brokers  dropped  ( 
well,  with  one 
plaining  they  were  left  with  ' 
scraps."  This  discord  does  not  bod< 
for  Warburg's  plans  to  win  a  pie 
the  huge  upcoming  privatization 
ings  in  France. 

Others  complain  that  Warburg 
lowing  only  its  own  representativ 
attend  meetings  between  BT  execi 
and  potential  investors.  "They  wai 
commission  on  the  BT  deal,  and 
want  to  cement  a  relationship  with 
banks'  clients,  so  they'll  get  a  pie 
the  next  deal  as  well,"  says  one  n 
Warburg's  defenders,  however 
the  complaints  come  mainly  from  ij 
ment  bankers  who  didn't  get  top  U 
in  the  BT  deal,  and  they  add  thcj 
British  government  is  watching  c 
to  make  sure  the  deal  is  allocated 
Warburg  officials,  citing  U.  S.  sea 
regulations,  refused  to  comment  < 
BT  offering. 

Although  the  London  rumor  mi 
Warburg  merging  with  J.  P.  Morj 
Co.  one  month  and  Lehman  Brothe 
next,  Warburg  for  now  seems  b( 
staying  independent.  Managers  ha 
duced  staff  and  other  overhead 
and  are  turning  their  attention  tc 
ing  up  weak  areas,  including  the! 
and  Japanese  operations.  But  evej 
the  BT  deal  under  its  belt,  many  vl 
if  Warburg  has  what  it  takes  to  b| 
a  world-class  player. 

By  Paula  Dwyer  in  Ik 


lor  minds  that  cover  a 
lot  of  ground,  we 
sent  the  new  IBM 
inkPad®  720s. 

Introducing 

fiinkPad  720 

tebooks  so  graceful, 
ir  sleek  design  and 
1  profile  almost  defy 
ir  sheer  might. 
;ket- fast  IBM 
3SLC2  50/25  MHz 
cessors  speed  things 
ng,  so  you  work  in  a 
ually  wait-less  state. 

Everything  about  the  720  and  720C  was 
igned  to  close  the  chasm  between  mind  and 


nkPad 

720C 

720 

cesser 

486SLC2  50/25  MHz 

486SLC2  50/25  MHz 

play 

10.4"  Active  Matrix 
256  Color  @  640x480 

9.5"  Monochrome 
64  Grayscale  Screen 

tery  Life 

2  4-4.8  Hours 

3.8-7.5  Hours 

MCI  A  Support 
ease  2.01 

(1)  Type  III  or 

(2)  Type  lis 

(1)  Type  III  or 

(2)  Type  lis 

rranty 

3  Years  (International) 

3  Years  (International) 

pending  on  usage  and  configuration. 


machine.  Just  touch  the 
exclusive  TrackPoint™  II 
pointing  device  to  send 
the  cursor  where  you 
want  it  to  go.  The  720C 
has  a  dazzling  10.4 " 
color,  active -matrix, 
TFT  display — the  largest 
color  notebook  display 
out  there.  Both  models 
feature  the  new  genera- 
tion of  PCMCIA  credit- 
card -size  adapters. 
Simply  slide  one  in  to 
connect  via  modem, 
LAN  or  host  network. 
And  every  ThinkPad  comes  with 
"Thank  You's  from  ThinkPad "— 
a  booklet  packed  with  nearly 
$4,000  in  savings  on  valuable 
mobile  products  and  services.* 
For  more  information  or  an  IBM  author- 
ized dealer  near  you,  call  our  Personal 
Systems  HelpCenter®  at  1  800  772-2227  or 
TDD/ASCII  1  800  426-4238.  In  Canada,  call 
1  800  465-7999.  Now.  choosing  the  ultimate 
notebook     hardk  rocket  science. 


Take  advantage  of 
PCMCIA  cards. 


Think  of  it 

ciS  ci  launchpad 

for  your  mind 


ink  You's  from  ThinkPad"  booklets  available  in  U  S  only.  "Thank  You's 
nThinkPad"  are  valid  from  5/4/93  through  4/30/94  IBM,  ThinkPad  and 
pCenter  are  registered  trademarks  and  TrackPoint  is  a  trademark  of 
irnational  Business  Machines  Corporation  ©  1993  IBM  Corp 


BY  GENE  G.  MARCIAL 

IF  EMISPHERE 
ACES  THIS 
'ORAL  EXAM . 


E 


I  misphere  Technologies  is  a  biotech 
play  that's  not  for  the  faint  of 
I  heart.  Its  shares  rocketed  in  early 
1991 — from  10  a  share  to  36  by  early 
1992.  Then,  like  a  bungee  jumper,  the 
stock  plunged  to  12  in  early  1993. 

Now  at  1078,  a  few  biotech  daredevils 
have  been  buying  in.  Why?  Some  money 
pros  insist  that  Sandoz,  a  Swiss  chemical 
and  drug  giant,  will  soon  make  an  "im- 
portant" announcement  about  Emis- 
phere  Technologies'  oral-delivery  system 
for  complex  drugs.  And  Emisphere  is 
said  to  be  close  to  signing  a  new  licens- 
ing pact  with  another  major  drug  com- 
pany. Emisphere  is  developing  a  technol- 
ogy that  allows  drugs  to  be 
administered  orally  instead  of  injected 
into  the  bloodstream. 

"Encouraging  results  from  several  an- 
imal and  human  studies  have  already  led 
to  seven  licensing  agreements  with  ma- 
jor pharmaceutical  companies,"  includ- 
ing Upjohn,  Schering-Plough,  and  San- 
doz, notes  Evan  Sturza,  editor  of 
Sturza's  Medical  Investment  Letter, 
who  is  high  on  Emisphere.  The  technol- 
ogy involves  encapsulating  a  drug  in 
tiny  spheres  composed  of  proteinoids, 
chemically  linked  amino  acids.  The  non- 
toxic proteinoids  go  through  the  stom- 
ach and  into  the  small  intestine,  where 
the  encapsulated  drug  is  released. 
'holy  grail.'  The  talk  is  that  Sandoz 
will  soon  start  its  own  human  clinical 
testing  for  Calcitorin,  a  drug  used  for 
treating  osteoporosis,  using  Emisphere's 
oral-delivery  system.  "Such  an  an- 
nouncement by  Sandoz  would  be  a  most 
important  event  for  Emisphere  because 
it  will  validate  the  efficacy  of  its  deliv- 
ery technology,"  says  one  New  York 
money  manager.  Calcitorin  generates 
annual  sales  of  nearly  $1  billion  as  an 
injectable  drug.  So  if  Sandoz  is  able  to 
make  an  oral  version  of  the  drug,  it 
could  double  sales,  this  pro  says.  Sandoz 
spokesman  Larry  Bauer  says:  "It's  pre- 
mature to  speculate  on  the  company's 
agreement"  with  Emisphere. 

Emisphere  is  also  discussing  with  sev- 
eral drug  companies  a  contract  to  devel- 
op the  oral  delivery  of  heparin,  an  anti- 
coagulant drug  and  human-growth 
hormone.  "Oral  delivery  of  drugs  is  the 
Holy  Grail  of  biotechnology,"  says  Dr. 
Brandon  Fradd,  an  analyst  at  Montgom- 
ery Securities.  "We  expect  the  first 


WILL  EMISPHERE  MAKE 
ANOTHER  RUN  FOR  THE  SKY? 


DATA  8RIDGE  INFORMATION  SYSTEMS  INC 


products  from  Sandoz  and  Schering- 
Plough  and  heparin  to  enter  formal  hu- 
man trials  starting  this  year  and  be 
launched  [in  the  commercial  market]  in 
1996-97,"  says  Dr.  Fradd. 

So  he  sees  Emisphere's  stock  doubling 
as  the  company  signs  up  additional  part- 
ners and  starts  more  trials  over  the  next 
12  months.  He  figures  Emisphere  will 
start  making  money  in  1997— about  $1  a 
share,  rising  to  $2  in  1998.  Fradd's  two- 
year  target  for  the  stock:  60. 


SAY  OLE!  WITH 
THIS  SPANISH  PLAY 


Seeking  to  buy  into  an  aggressive 
and  innovative  bank  whose  stock 
has  been  performing  superbly? 
No,  it  isn't  Citibank  or  BankAmerica.  It's 
Banco  Santander,  one  of  Spain's  major 
commercial  banks,  whose  stock  has 
raced  from  37  per  American  depositary 
receipts  in  late  December  to  46%  on 
June  1.  One  ADR  is  equal  to  one  share. 

Money  manager  Richard  King,  a  man- 
aging partner  at  Warburg,  Pincus  Coun- 
sellors, is  bullish  on  this  Spanish  bank, 
which  has  taken  a  16%  stake  in  First 
Fidelity  Bankcorp  and  recently  launched 
a  takeover  bid  for  Portugal's  Banco  de 
Comercio  e  Industria.  Santander  is  one 
of  the  fastest-growing  bank  stocks  in 
Spain.  The  stock  "has  a  lot  more  upside 
power  ahead,"  says  King.  Santander  has 
dictated  the  "pace  and  direction  of  the 
Spanish  banking  industry,"  adds  King, 
who  runs  the  $220  million  Warburg  Pin- 
cus International  Equity  Fund. 

Santander  has  led  the  way  in  introduc- 
ing new  products,  such  as  the  "Super- 
Cuenta"  interest-paying  checking  ac- 
count and  "Fondos  de  Inversiones" 


mutual  funds.  Santander  also  has 
gressively  expanded  into  an  array  of 
vices,  including  investment  banking 
curities  trading,  and  fund-managen 
which  have  boosted  earnings.  The  I 
has  expanded  overseas,  too,  forging 
tures  with  Royal  Bank  of  Scotlan 
Belgium,  Germany,  and  Portugal, 
tander  owns  a  9.9%  stake  in  Royal  B 
The  bank's  foreign  subsidiaries 
counted  for  9%  of  consolidated  assei 
1988  and  grew  to  20%  at  the  end  of  1 
notes  King,  adding  that  Santander's 
pansion  has  resulted  in  one  of  the  "i 
rapid  balance-sheet  expansions  of  all 
Spanish  banks  in  years." 


IS  INTERACTIVE  TV 
SO  MUCK  HYPE? 


The  latest  buzzword  on  the  Stre 
"interactive,"  and  any  stock 
volved  in  interactive  television 
been  hot.  Take  Interactive  Netw 
which  has  developed  a  proprietary 
tern  that  enables  viewer  control  ov 
TV  system  and  allows  direct  interac 
with  certain  televised  shows,  inclu 
sports  and  game  shows. 

Hitting  a  high  of  15  in  early  Janu 
Interactive's  stock  came  under  trei 
dous  pressure  in  February  when  reg 
tory  concerns  started  to  haunt  c 
companies.  By  April,  Interactive  sh 
had  plunged  to  around  4.  Then  on  . 
27,  the  company  announced  that  c 
giant  Tele-Communications  had 
chased  a  15%  stake  for  $10  million. '. 
sent  the  stock  flying,  to  13,  where 
currently  trading. 

The  stock  has  become  a  new  ta 
for  the  shorts,  who  contend  that  the 
citement  over  interactive  TV  is  all  h 
The  shorts  say  so-called  interactiv 
plays  are  way  overvalued.  So  they  1 
shorted  some  10%-  of  Interactive's 
million  shares  outstanding. 

No  matter,  says  one  bull  on  the  si 
veteran  Wall  Streeter  Ray  Dirks, 
insists  that  the  shorts  are  way  off  \ 
Dirks  believes  Interactive  will  be  ir 
black  by  1994  and  earn  31$  a  share. 
Dirks  is  excited  about  1995,  whei 
figures  the  company  will  earn  a  1 
$3.53  a  share  based  on  estimated  : 
nues  of  $106.6  million  and  300,000 
scribers.  Last  year,  Interactive  sigrj 
joint  venture  in  Japan  with  SEGA  E| 
prises,  which  has  14  million  houst* 
subscribers.  Interactive  CEO  David 
ton  says  Tele-Communication  contl 
to  buy  shares  in  the  open  market.fi 
two  companies  signed  a  stand-still  jjj 
barring  Tele-Communications  from 
ing  more  than  30%  of  Interactive  sX 
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Information  Highways: 

The  Computerization  of  Business  and  Society 

September  22  and  23,  1993 


McGraw-Hill  World  Headquarters 
1221  Avenue  of  the  Americas 
Rockefeller  Center,  New  York 


Today  all  our  technological  inroads  lead  to  the  Information  Highway.  That 
great  communication  infrastructure  paved  with  promises  of  a  totally 
interactive  world. 

Who  are  the  drivers  of  this  global  communications  transformation?  You'll 
meet  and  interface  with  them  at  Business  Week's  Information  Highways 
Symposium.  You  will  share  their  vision  of  emerging  technology  --  from 
interactive  cable  to  virtual  reality.  The  future  is  now.  This  is  one  ride  you 
won't  want  to  miss. 

Presented  in  association  with 
Price  Waterhouse 

For  more  details  and  to  register  for  this  event,  please 
contact  Julie  Terranova  at 
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Primis  Custom  Publishing.  What  an  extraordinary  idea:  Give  our 
teac  hers  the  ability'  to  personally  customize  a  textbook  to  match  their 
curriculum  and  their  students"  needs.  Then  print  and  deliver  in  a 
matter  of  days.  The  textbook  will  never  be  the  same. 


is  almost  second  nature. 
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HEALTH  CARE  I 


HEALTH-CARE  REFORM: 
IT'S  ALREADY  HERE 


In  many  respects,  America's  medical  future  has  arrived.  It's  not  perfect,  but  it's  working 


B 


nan  Lewis,  36,  single,  and 
healthy,  never  gave  medical  in- 
surance much  thought— until  two 
years  ago,  when  he  got  word  his  tradi- 
tional plan  was  going  up  from  zero  to 
$60  a  month.  That  turned  Lewis,  a  geol- 
ogist for  the  State  of  California,  into  a 
health  shopper:  He  interrogated  friends 
and  pored  over  all  the  data  he  could 
find  on  the  eight  health-maintenance  or- 
ganizations available  to  state  workers 
in  Sacramento.  He  settled  on  the  Take- 
Care  HMO,  which  uses  a  well-regarded 
hospital  near  his  home.  Although  the 


state  picks  up  the  fee,  Lewis  has  his 
eyes  peeled  for  an  even  better  plan: 
"Your  HMO  is  probably  one  of  the  more 
important  decisions  you  make,"  he  says. 

When  Lewis  started  his  search,  he 
had  never  heard  of  "managed  competi- 
tion." But  to  some  degree,  he's  living 
it.  Consumers  shopping  for  coverage,  gi- 
ant purchasing  cooperatives  such  as  the 
California  employee  plan,  and  greater 
use  of  managed  care  are  all  elements 
of  the  model  President  Clinton  is  build- 
ing his  health-care  reform  proposal 
around.  The  idea  is  to  create  a  market 


that  gives  health  purchasers  the  p 
to  rein  in  the  cost  of  medicine. 

Critics  deride  managed  compe 
as  a  complex,  untested  theory  wit! 
prospects  for  success.  It's  "the  don 
version  of  Star  Wars,"  says  House 
&  Means  Committee  Chairman  Dar 
tenkowski  (D-I1L),  requiring  "a  ser 
nonexistent  technologies  [to]  be  c 
oped  and  linked  together  so  that  t 
work  flawlessly." 


MANAGED 
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ut  like  Lewis,  millions  of  Americans 
already  dealing  with  key  pieces  of 
aged  competition:  managed  care, 
ity  measures,  purchasing  coopera- 
5,  and  consumer  choice.  No  one  has 
the  pieces  together  into  one  sys- 
,  But  some  elements  are  working 
irisingly  well,  both  to  control  costs 
to  improve  care. 

anaged-competition  advocates  argue 
their  plan  can  produce  a  system 
's  even  better  than  its  parts.  In  that 
Id,  pressure  from  consumers  and 
leratives  would  force  health  plans 
wk  constantly  on  developing  more 
ient  care. 

5ER  NETWORKS.  Clinton  buys  this  ar- 
ent— up  to  a  point.  His  plan  will  put 
accent  on  "managed,"  not  "competi- 
':  He  relies  on  regulation  enforced 
mrchasing  cooperatives  and  a  budget 
by  government  to  limit  spending, 
a  look  at  managed  competition 
vs  private  employers  are  already 
ing  changes  that  he  could  build  on. 
f  all  the  pieces,  managed  care  of- 
the  greatest  promise  as  well  as  the 
itest  uncertainty.  HMOs  were  born 
le  1930s,  when  employers  began  con- 
ting  with  groups  of  doctors  and  hos- 
1s  to  provide  care  for  a  flat  annual 


fee.  But  managed  care  took  off  in  the 
1980s,  driven  by  soaring  medical  bills 
and  a  new  twist  on  the  HMO  idea:  pre- 
ferred provider  organizations  (PPOs), 
looser  networks  of  providers  that  offer 
discounted  fees  in  exchange  for  a  steady 
stream  of  patients. 

AlliedSignal  Inc.  was  a  leader  in  de- 
veloping PPOs.  Beginning  in  1988,  it 
worked  with  CIGNA  Corp.  to  recruit  phy- 
sicians and  hospitals  for  its  Health  Care 
Connection  PPO  networks  in  24  cities 
where  it  had  its  largest  operations.  Now, 
the  figure  is  up  to  29  cities.  Employees 
in  those  areas— more  than  two-thirds  of 
AlliedSignal's  70,000  workers— are  re- 
quired to  sign  up  for  the  managed-care 
plan  but  can  go  to  a  doctor  outside  the 
network  if  they're  willing  to  pay  more, 
typically  an  extra  20%  of  their  bills.  An 
independent  survey  found  that  more 
than  85%  of  users  liked  their  care,  only 
slightly  less  than  the  satisfaction  report- 
ed by  those  using  traditional  insurance. 
For  AlliedSignal,  the  network  cut  the 
rate  of  medical  inflation  in  half:  less 
than  9%  a  year,  vs.  18%  price  hikes  for 
traditional  insurance. 

AlliedSignal  may  be  lucky.  Prelimi- 
nary results  of  a  University  of  Michi- 
gan study  of  14  similar  plans— large  PPOs 


with  some  freedom  of  doctor  choice  for 
members— show  that  one  PPO  cost  cus- 
tomers more  than  traditional  insurance, 
while  10  plans  yielded  savings  of  about 
3%.  Only  3  of  the  14  plans  are  clear 
winners— those  with  carefully  selected 
doctors  who  don't  order  unnecessary 
tests.  "PPOs  are  a  temporary  phenome- 
non, a  way  to  get  people  used  to  nar- 
rowing their  choice  of  providers,"  says 
Michigan  health  economist  Dean  G. 
Smith.  "Big  savings  will  come  only  when 
you  change  the  way  care  is  delivered." 
PROFIT  MOTIVE.  That's  the  strength  of 
HMOs— the  likely  big  winners  under  man- 
aged competition.  Good  HMOs  save  mon- 
ey by  rewarding  doctors  for  keeping  pa- 
tients healthy— not  for  doing  more 
procedures.  "Our  clinical  staff  don't  say: 
'I'm  going  to  get  paid  more  if  I  do  two 
procedures  instead  of  one,'"  says  Patrick 
H.  Mattingly,  a  doctor  who  heads  a  divi- 
sion of  Harvard  Community  Health  Plan, 
a  New  England  hmo  covering  525,000 
members.  Instead,  HMOs  emphasize  pre- 
vention and  early  detection. 

This  approach  has  helped  HMOs  slow 
the  rise  in  their  premiums.  That's  why 
employers  are  pushing  workers  into 
these  plans.  Digital  Equipment  Corp., 
for  one,  repriced  its  health  benefit  plans 
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in  1990  so  that  employees  would  pay 
less  for  managed-care  plans— lifting  hmo 
enrollment  from  30%  in  1990  to  70%  this 
year.  Today,  26%  of  privately  insured 
Americans  are  enrolled  in  HMOs. 

But  HMO  premiums,  while  lower,  are 
still  climbing,  and  skeptics  wonder  how 
much  more  savings  managed  care  can 
reap.  With  almost  half  the  U.  S.  in  man- 
aged care,  William  B.  Schwartz,  a  pro- 
fessor at  Tufts  University's  medical 
school,  says  a  five-year  campaign  to  en- 


roll all  Americans  would  trim  only  1.5 
percentage  points  off  the  rate  of  medical 
inflation.  "Once  the  potential  savings  in 
[hospital]  days  are  exhausted,"  Schwartz 
says,  "there  will  be  no  further  offset 
against  the  upward  trend  in  costs." 

Managed-care  advocates  say  such 
computations  sell  their  plans  short.  As 
more  procedures  are  done  in  one-day 
surgery  centers  or  doctors'  offices,  "HMOs 
are  showing  cost  savings  in  outpatient 
settings  as  well  as  inpatient,"  says  Alan 


PICKING  A  HEALTH  PLAN: 
A  PRIVILEGE  OR  A  PAIN? 


Anthony  P.  Sessa,  an  employee- 
training  expert  in  Philadelphia, 
and  Chuck  Hummel,  a  Dallas 
engineer,  get  to  shop  for  medical 
coverage  every  year.  As  federal  work- 
ers, Hummel  and  Sessa  can  choose 
among  a  dozen  or  more  local  insurers 
or  health-maintenance  organizations 
(HMOs).  The  result?  Depends  which 
person  you  ask. 

Sessa,  57,  sees  each  fall's  "open  sea- 
son" as  a  chance  to  control  how  he 
spends  his  money.  Sessa 
and  his  wife  first  switched 
to  an  HMO  eight  years  ago, 
then  changed  in  1989  to  a 
different  HMO— the  Health 
Insurance  Plan/Rutgers— 
to  save  $28  a  month  in 
premiums.  "I  knew  I  could 
get  about  the  same  type 
of  health  care  for  less 
money,"  says  Sessa,  chief 
of  a  training  center  of 
the  Office  of  Personnel 
Management. 

For  Hummel,  the  pleth- 
ora of  choices  under  the 
Federal  Employees  Health 
Benefits  Program  (FEHBP) 
has  led  to  frustration.  The  34-year-old 
Hummel,  who  works  for  the  Internal 
Revenue  Service,  considered  changing 
insurers  last  fall  but  gave  up  when  he 
couldn't  figure  out  which  plans  includ- 
ed the  doctors  he  liked.  "If  you  don't 
have  anyone's  experience  to  go  by,  it's 
almost  impossible  to  judge  between 
plans,"  Hummel  says.  Since  1983,  he 
and  his  family  have  stayed  with  the 
Government  Employees  Hospital 
Assn.,  an  employee-owned  insurer. 
INCHING  UP.  Enjoyable  or  frustrating, 
consumer  shopping  has  had  one  big 
benefit:  It  has  held  down  health-care 
costs.  Premiums  for  the  fehbp,  which 
are  shared  by  the  government  and  its 
workers,  have  risen  at  a  10.8%  annual 


rate  since  1980-far  less  than  the  14.4% 
premium  increase  faced  by  private  em- 
ployers. And  competition  for  enroll- 
ment has  forced  some  20  insurers  and 
370  HMOs  to  control  costs  without  sac- 
rificing service. 

Managed-competition  advocates  ap- 
plaud the  fehbp  but  would  change 
three  features:  They  would  require 
plans  to  offer  standardized  benefits. 
Plans  should  also  publish  quality  data. 
That  way,  consumers  could  shop  on 


HUMMEL: 
GO  BY,  IT' 


IF  YOU  DON'T  HAVE  ANYONE'S  EXPERIENCE  TO 
S  ALMOST  IMPOSSIBLE  TO  JUDGE"  THE  PLANS 


price  and  quality— not  on  which  plan 
covers  braces  or  eyeglasses.  In  addi- 
tion, advocates  would  pay  more  to 
plans  that  attract  older,  sicker  consu- 
mers. In  the  FEHBP,  retirees  tend  to 
cluster  in  a  few  plans,  driving  up  costs. 

Despite  its  flaws,  the  FEHBP  "offers 
solid  evidence  that  the  market  can 
work,  even  in  health  care,"  says  Alain 
C.  Enthoven,  the  Stanford  University 
economist  who  developed  I  he  idea  of 
managed  competition.  If  President 
Clinton  agrees,  more  Americans  will 
gain  the  opportunity  to  shop  for  the 
plan  that  suits  them  best. 

By  Mike  McNamee  in  Washington, 
with  Joseph  Weber  in  Philadelphia  and 
Wendy  Zellner  in  Dallas 


L.  Hillman,  a  health  economist  a 
University  of  Pennsylvania's  Wh 
School.  And  tightly  managed  car< 
continue  to  chip  away  at  the 
amount  of  unnecessary  treatment  1 
icans  receive,  he  adds. 

Most  Americans  equate  quanti 
treatment  with  quality.  But  25  ye; 
research  at  rand  Corp.,  a  Santa  M 
(Calif.)  think  tank,  shows  that  over 
ment  is  common.  Studies  show 
thousands  of  surgical  operations  an 
formed  with  little  certainty  that 
are  needed  or  even  helpful. 

The  tools  to  ensure  the  right  ar 
of  care  will  come  from  the  rapidly 
ing  field  of  quality  assessment.  I 
Clinton's  reform  package,  health 
will  be  required  to  publish  indie 
showing  how  well  their  members 
The  Administration  will  propose  h 
ing  millions  of  dollars  in  syster 
gather  and  assess  standardized  ds 
everything  from  members'  blood 
sure  to  the  cost  of  heart  surgery 
data  will  help  design  norms  for 
treatments  are  best  used.  Besides 
ing  out  unneeded  procedures,  such 
dards  will  help  doctors  fend  off  ma 
tice  claims,  reducing  the  need  to  pr 
defensive  medicine. 
crude  measures.  A  cottage  ind 
has  already  risen  around  comp; 
hunger  for  some  sign  of  how  well 
health-insurance  dollars  are  spent 
like  to  buy  everything,  whether  il 
coa  beans  or  typewriters,  based  on 
mation,"  says  Richard  C.  Dreyfuss 
efits  director  at  Hershey  Foods  Cc 
major  user  of  hospital  mortality  am 
figures  published  by  the  Pennsyl 
Health  Care  Cost  Containment  Co 

Business  groups  in  Cincinnati,  ( 
land,   Memphis,   and  Orlando 
launched  ambitious  "outcomes-me? 
ment"  projects  to  figure  out  which  j 
tals  give  the  best  care  at  the  1 
price.  The  groups  compare  the  oub 
of  care— death  rates,  readmissiom 
complications— with  treatments 
length  of  stay,  and  cost.  The  c£ 
tions  are  technically  difficult  and 
cally  charged,  since  hospitals  that 
poorly  are  likely  to  lose  business. 

Yet  even  these  crude  measui 
care  can  have  a  startling  impa 
costs.  In  1992,  the  first  year  of  a  q 
measurement  project  run  by  foi 
Cincinnati  employers,  the  area's  1 
pitals  cut  their  average  length  of  si 
10%,  or  0.6  days  per  patient.  H( 
charges  rose  only  6.8%  in  1992, 
from  the  11%  annual  trend  over 
years.  Most  of  the  changes  orig 
with  doctors,  who  could  see  for  th 
time  how  their  patients'  hospital 
compared  with  those  of  other  phys 

For  consumers  who  can't  int< 
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AT  ARE  WE  WORTH? 

[hen  Eastman  Kodak  Company 
announced  that  restructuring  guru 
Christopher  Steffen  would  have 
another  shot  at  a  turnaround  in 
tester,  the  press  immediately  dubbed 
ik's  new  chief  financial  officer  the 
billion  man  —  that's  how  much  the 
of  Kodak's  stocK  jumped  within  one 
of  Steffen's  appointment  in  January, 
effen  is  one  of  a  new  breed  of  finan- 
xecutives  transforming  business  and 
ying  a  dominion  that  stretches 
ad  the  simply  financial  to  encompass 
ill  range  of  corporate  strategy, 
tgh  some  have  moved  only  haltingly  — 
ing  to  the  familiarities  of  the  past  — 
s,  like  Steffen,  have  dared  to  hasten 
y  forward,  assuming  a  higher  niche  in 
Dtporate  pantheon.  There  they  affect 
irate  strategy  —  and  corporate  perfor- 
e  —  like  never  before. 
)se  garden  visions  of  a  Steffen-initiated 
ictunng  at  Kodak  vanished  a  little 
than  100  days  after  his  arrival.  On 
28,  the  value  of  Eastman  Kodak 
non  stock  lost  more  than  $1.5  billion 
e  day  —  the  day  Chris  Steffen  left, 
-charging  Steffen  hit  a  management 
road  block.  Nowhere  is  the  fast- 
ciating  value  of  the  CFO  more  evident 
b  Steffen's  brief  encounter  with 
lan  Kodak.  How  has  the  CFO  consol- 
i  so  much  power,  and  how  does 
hi  ft  in  the  executive  suite  impact 
irate  America? 

The  1 993  Business  Week  Forum  of  Chief 
ial  Officers,  Steffen  addressed  more 
100  CFOs  who  convened  under  the 
bf  Business  Week.  Collectively,  they 
;ent  the  highest  echelon  of  North 
ican  financial  management  —  the 
of  America's  largest  corporations. 

discussed  strategies  for  meeting  the 
nges  of  a  rapidly  accelerating  busi- 
nvironment,  and  changing  the  role 
)f  them  must  play  personally. 
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FORUM  OF 


CHIEF 


OFFICERS 
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How  has  the  CFO 
consolidated  so  much  power, 
and  how  does  this  shift  in 
the  executive  suite  impact 
corporate  America? 


IT'S  NOT  EASY  SEEING  GREEN 

Understanding  the  CFOs'  recent  ascent  is  a 
two-step  process.  First,  dispel  the  green- 
visored,  sleeve-gartered,  greenback-thumb- 
ing image  of  the  bean  counters.  They  are 
gone.  Machines  count  the  beans.  The 
CFOs'  time  and  talents  are  free  to  apply  to 
more  complex,  strategic  issues. 

Next,  consider  the  virtuosity  demanded 
of  the  CFO:  corporate  seer  —  surveying 
labyrinths  of  market  complexities;  corporate 
policeman  —  ever  wary  of  encroachments 
upon  shareholder  value;  corporate  financial 
acrobat  —  agile  in  the  most  astounding 
fiscal  maneuvers.  The  virtuoso  CFO  inte- 
grates financial  data  with  business  realities 
to  answer  the  quintessential  question;  What 
are  we  worth?  The  answer  dares  the  CFO 
to  abandon  the  comfort  zone  of  "the  way 
we  do  things  around  here,''  and  be  a  leader. 

GOOD-BYE  COMFORT  ZONE 

n  times  of  dynamic  change,  doing  things 
the  old  way  can  lead  to  disaster.  Defying 
the  comfort  instinct,  the  CFO  gears  up  to 
reinvent  the  corporation. 

"The  past  tends  to  have  an  iron  grip  on 
human  beings,"  observes  Charles  H.  Adams, 
CFO  of  Omni  Hotels.  "Human  beings  and 
the  organizations  they  run  tend  to  want 
to  stick  with  the  successful  formulas  that 
brought  them  victory.  But  to  restructure 
successfully,  companies  must  recall  an  old- 
fashioned  rule  of  business:  live  in  the  here- 
and-now." 

Antiquated  corporate  structures,  corpo- 
rate cultures  resistant  to  innovation,  clots 
in  the  flow  of  information,  and  many  other 
hurdles  block  the  way.  They  must  be 
addressed  with  care  and  strong  leadership. 

"To  initiate  any  real  corporate-wide 
change,"  says  Colgate-Palmolive  Senior 
Executive  Vice-President  and  Chief 
Financial  Officer,  Robert  Agate,  "the 
CFO  must  combine  good  communication 
with  simplicity  and  effective  teamwork." 

"For  the  CFO,  rightsizing,  retooling, 
and  reengineering  is  fundamentally  about 
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our  own  productivity,"  says  Adams.  "It's 
about  how  successful  wc  are  at  finding 
better  ways  to  produce  value  for  our  share- 
holders." 

TIMING  CORE  OF  BENEFITS 

Employee  benefits  are  both  the  largest  and 
most  sensitive  targets  CFOs  confront 
as  they  set  about  creating  value  by  imple- 
menting significant  change  within  the 
organization.  Milliman  &  Robertson,  an 
actuarial  and  employee  benefits  consulting 
firm,  circulated  an  attitude  survey  among 
the  CFO  participants  shortly  before  the 
Business  Week  Forum. 

In  the  survey,  Robert  Collett,  chief 
executive  officer  and  president  of 
Millirnan  &  Robertson,  asked  CFOs  to 
assess  how  their  organizations  stand  tip 
against  others  in  the  critical  area  of  ben- 
efits and  workers'  compensation  issues. 

Regarding  health  care,  67%  of  CFOs 
responding  think  that  although  costs  are 
high,  their  organizations  are  successfully 
reducing  their  rate  of  growth.  One  hun- 
dred percent  of  the  CFOs  responding 
report  having 
changed  their 
health  care  plans 
within  the  last  two 
years  by  requiring 
more  employee 
cost  sharing  and 
adding  managed 
care  programs  such 
as  HMOs  or  PPOs. 

Health  care  is 
not  the  only  corpo- 
rate "entitlement" 
on  the  minds  of  the 
CFOs.  The  Milliman 
&  Robertson  survey 
also  reports  that 
55%  have  experi- 
enced increases  in 
workers'  compensa- 
tion costs  of  more 
than  30%  over  the 
last  five  years.  Most 
attribute  the  rising  costs  to  a  combination 
of  medical  cost  inflation,  lawyer  interven- 
tion, and  an  increasing  occurrence  of  fraud- 
ulent claims. 

Milliman  &  Robertson's  work  also 
reveals  deep  concern  among  CFOs  over 
retirement  savings  policies,  both  corpo- 
rate and  state.  Eighty-nine  percent  of 
CFOs  responding  are  not  confident  that 
current  national  retirement  savings 


Robert  Collett 

Presii  h-.nt  and  Chief 
Executive  Officer, 
Milliman  &  Robertson 

"//  is  imperative  that 
chief  financial  officers 
assess  how  their  organi- 
zations stands  up 
against  others  in  critical 
benefits  and  workers' 
compensation  issues." 


Five  prominent  economic  thinkers 
participated  in  The  1 993  Business 
Week  Forum  of  Chief  Financial  Officers. 
They  addressed  the  most  critical 
issues  affecting  economic  recovery 
over  the  next  several  months  and 
throughout  the  Clinton  administra- 
tion. Here  are  some  highlights. 

Dr.  Laura  D'Andrea  Tyson 

Chair,  President's  Council  of 
Economic  Advisors 

The  view  that  all  the  dollars  that  the 
government  spends  are  the  same  is 
misguided.  They  are  not.  If  the  gov- 
ernment spends  money  to  build  a 
highway  to  move  private  goods  and 
services  more  quickly,  that  helps  the 
economy.  If  the  government  spends 
money  on  training  programs  to 
enable  new  people  to  enter  the 
workforce,  that  helps  the  economy. 
This  type  of  spending  is  fundamen- 
tally different  from  the  type  that 
subsidizes  honey  producers. 

Dr.  William  Freund 

Chief  Economist  Emeritus, 
The  New  York  Stock  Exchange 

The  structural  federal  budget  deficit 
poses  a  significant  obstacle  to  gain- 
ing economic  momentum.  With 
its  deficit  and  its  taxes,  the  U.S. 
Treasury  is  crowding  out  private 
saving  and  investment.  To  create 
savings  and  make  private  resources 
available  to  fuel  business  and 
growth,  we  need  less  federal  spend- 
ing, not  more  federal  taxes.  The 
emphasis  of  Clintonomics  on  rising 
personal  and  corporate  taxes,  to  be 
intensified  when  the  health  care  shoe 
drops,  will  continue  to  limit  eco- 
nomic growth. 


policies  will  be  enough  to  carry  agi 
baby  boomers  through  their  golden 
Asked  to  find  solutions  to  the  ret 
ment  funding  crisis,  CFOs  suggest  th; 
Presidential  Commission  study  curr< 
retirement  policies  and  recommend  ' 
to  simplify  them  while  encouraging  t 
retirement  savings.  But  in  the  meanti 
is  it  possible  to  reign  in  rampant  cos 

WOULD  VOU  LIHE  TO  SWING  ON  H  STAR 

Welcome  to  Saturn  Corporation's  a 
cutting  galaxy,  a  place  unique  in  t 
corporate  universe  for  shrinking  the 
of  employee  benefits. 

Saturn  Corporation  Vice-Preside 
Finance  Thomas  B.  Manoff,  describ 
the  advantages  of  starting  from  scrat 
"We  were  able  to  keep  the  parts  of  tl 
GM  benefit  schedule  that  were  work 
well  and  replace  those  that  were  not.' 

"Wc  identified  three  areas  for  cha 
health  care  benefits,  employee  saving 
plans  (40 IK),  and  pension  and  retin 
plans."  New  plans  were  designed  to  i 
the  programs  more  industry  competi 
less  costly,  and  easier  to  administer  t 
their  GM  counterparts'. 

A  key  feature  in  Saturn's  system  is 
cafeteria-style  selection  of  coverages 
meet  differing  employee  needs  —  and 
see  to  it  that  employees  remain  cost-: 
tive  in  making  their  health  care  choic 
Recognizing  that  health  care  cost: 
an  ongoing  problem,  Saturn's  is  an  on 
solution.  Annually,  Saturn  convenes 
worker-management  task  force  to  re\ 
current  plans,  review  the  plans  of  Sal 
competitors,  and  forecast  cost  increa 
Is  it  working?  Manoff  thinks  so.  "Di 
the  first  ycar  of  the  program,  Saturn 
able  to  collect  cost  information  that  a 
identified  a  reduction  in  certain  heal 
care  outlays  from  ycar  to  year." 

CFO  HS  PROFIT  CENTER 

When  you  have  cut  all  the  costs  you  c 
then  what?  Some  CFOs  are  developi 
and  disseminating  sophisticated  finan 
tools  that  not  only  help  the  business  i 
exercise  fiscal  restraint,  but  also  enhan 
poratc  productivity.  Big,  company-wie 
leasing  initiatives  are  an  example.  "Lc; 
provides  100%  financing  and  keeps  a 
pany's  bank  credit  lines  wide  open  for 
purposes,"  according  to  Sterling  Chac 
president  of  AT&T  Automotive  Sen 
a  unit  of  AT&T  Capital  Corporatio 
In  1993,  it  is  estimated  that  equ 
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ing  H.  Chadwick 

)ENT,  AT&T 
MOTIVE  Services, 
kof  AT&T 
u.  Corporation 

K  prepared  to  take 

itiative  find  leasing 

ree  an  enormous 

nt  of  cash." 


ment  leasing  will 
reach  the  $120  bil- 
lion mark  —  in  part 
because  leasing 
does  so  much  to 
grant  the  (TO 
more  freedom  of 
movement.  Equip- 
ment leasing  allows 
the  CFO  to  transfer 
the  risk  of  equip- 
ment ownership  to 
the  lessor,  enabling 
the  CFO  to  focus 
on  maximizing  the 
productivity  of  the 
equipment  while 
hedging  against 
the  risk  of  getting 
;  with  obsolete  technology, 
easing's  tax  advantages  are  an  addi- 
J  draw.  Because  lease  payments  are 
ctible  as  a  business  expense,  there  is 
urden  of  depreciation  schedules  or 
•native  Minimum  Tax  issues. 
DFOs  have  different  needs,  cash  flow 
rns  and  streams  of  income.  Leasing  is 
}le  financial  alternative  to  meet  those 
>,  so  a  company's  cash  is  not  tied  up  in 
y,"  Chadwick  says. 

ISITIVE  DF  DERIVATIVES 

ther  way  CFOs  use  their  own  offices  to 
ike  money  for  the  shareholders  is 
derivative  financial  tools.  Derivatives 
t  new  age  financial  technology  for  the 
gement  of  financial  risk.  They  are 
They  are  huge.  And  they  have  already 
formed  the  way  the  world's  capital  is 
1,  enabling  as  many  as  three-fourths 
rporate  bond  issuers  to  swap  their 
itions  into  floating-rate  debt.  The 
z  long-term  capital  at  short-term 
■ist  rates.  The  financial  technology  of 
itives  allows  the  Chicago  Mercantile 
inge  to  trade  $12  billion  of  stock 
:st  futures  daily  —  nearly  double  the 
!  volume  of  real  stocks  traded  on  the 
York  Stock  Exchange, 
the  midst  of  constant  global  fluctua- 
m  interest  rates,  currencies,  equity, 
tes,  and  the  cost  of  raw  materials, 
itives  form  a  whole  new  vocabulary 
itecting  corporations  from  undue 
Derivatives  can  even  be  a  source  of 
-  turning  the  CFOs  office  from  a 
irate  cost  item  into  a  genuine  money- 
I  sometimes  a  very  big  one. 
k  Lavin,  Bankers  Trust  managing 


Edward  V.  Regan 

New  York  State  Comptroller; 
Member.  Federal  Competitiveness 
Policy  Council 

For  companies  to  attract  investors 
and  credit  in  the  future,  they  are 
going  to  have  to  tell  those  investors, 
and  those  that  provide  credit,  some- 
thing about  their  long-term  funda-- 
mentals,  or  they  won't  attract  the 
capital  they  want.  Someday  soon,  a 
public  pension  fund  is  going  to  ask 
a  major  company  to  disclose  their 
standards  of  employee  satisfaction, 
their  measurements  of  quality  of 
goods  or  quality  of  services,  and  the 
like.  When  this  occurs,  I  hope  every 
CFO  in  this  room  is  prepared.  For  it 
is  the  CFO,  not  the  marketing  people, 
not  the  personnel  department,  that 
can  integrate  non-financial  measures 
with  the  traditional  financial  mea- 
sures. You've  got  the  training,  the 
discipline  and  the  ability  to  do  that. 

Kenneth  S.  Courtis 

Senior  Economist,  Deutsche  Bank 
Capital  Markets  (Asia)  Ltd. 

No  region  of  the  world  will  be  more 
important  in  the  1990s  than  the 
mega-market  of  600  million  con- 
sumers along  the  diagonal  from 
Tokyo  to  Jakarta.  Japan  alone  repre- 
sents two-thirds  of  the  Asian  econo- 
my. Japan  and  the  Japanese  firms 
play  the  key  role  in  the  development 
of  Asia.  If  you  do  not  have  a  Japan 
strategy,  you  do  not  have  an  Asia 
strategy.  With  Japan  today  on  the 
defensive,  now  is  the  time  to  move 
in,  snap  up  some  market  share,  pick 
up  assets,  and  renegotiate  contracts. 
Because  once  the  transition  in  the 
Japanese  economy  is  over,  Japan  will 
be  a  tougher  competitor  than  ever. 


director  for  Corporate  Capital  Markets, 
identifies  three  breaking  issues  in  the  deriva- 
tives market,  "the  expansion  into  new 
product  areas  such  as  credit  and  insurance; 
a  shift  from  tactical  transaction  hedging  to 
strategic  risk  management;  and  an  increas- 
ing emphasis  on  credit  or  counterparty  risk 
management." 

Lavin  says  that  today,  a  corporate 
banker's  principal  task  is  to  talk  to  CFOs  and 
learn  what  is  important  to  them;  which 
risks  they  want  to 
take  and  which  they 
need  to  avoid;  and 
then  "bring  them  a 
relevant  idea,  varia- 
tion, or  customized 
application  based 
on  the  individual 
institution's  needs. 
The  solution  may 
involve  interest 
rates,  foreign  cur- 
rencies, commodi- 
ties, tax  rates,  equity 
markets,  or  a  com- 
bination of  several 
—  a  derivative." 


WILL  YOU  STILL 
FEED  ME  WHEN 
I'M  SIXTV-FOUR? 


Jack  Lavin 

Managing  Director, 
Corporate  Capital 
Markets,  Bankers  Trust 

"We've  identified  three 
important  issues  in 
the  development  of 
derivatives:  the  expan- 
sion into  new  product 
areas;  a  shift  from 
tactical  transaction 
hedging  to  strategic  risk 
management;  and  an 
increasing  emphasis  on 
credit  or  counterparty 
risk  management." 


Last   year's  pro- 
nouncement by 
then  candidate 
Clinton  to  curb  ex- 
cess executive  com- 
pensation set  off  a 
stampede  of  corpo- 
rate elite  exercising  stock  options,  accel- 
erating year-end  bonuses,  and  acting  to 
claim  deferred  compensation.  The  result- 
ing public  attention  has  been  an  unwel- 
come spotlight  on  many  a  corporate  inner 
sanctum. 

William  D.  Smith,  president  of 
National  Union,  a  member  company  of 
American  International  Group,  Inc., 
outlined  the  dilemma  before  a  hushed 
Business  Week  CFO  Forum:  "Shareholder 
activism  against  so-called  excessive 
executive  compensation  is  increasing 
dramatically.  Now  federal  regulatory 
agencies,  creditors,  unions,  and  even  the 
President  are  joining  in." 

But  Smith  does  not  see  limits  on  salaries 
or  stock  options  as  the  most  threatening 
issue.  "I  believe  the  most  significant 
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change  —  one  that 
will  continue  to 
greatly  affect  the 
majority  of  senior 
executives  —  will  be 
the  security  of 
executive  retire- 
ment benefits." 

Unlike  most 
employee  benefits, 
the  Pension  Benefit 
Guarantee  Corpora- 
tion will  not  rescue 
these  if  a  company 
goes  bankrupt  oi- 
ls involved  in  a 
takeover  or  merger. 
Non-qualified 
benefits  can  be 
completely  lost. 

To  restore  secu- 
rity to  senior  exec- 
utive retirement 
benefits,  AIG  has 
developed  Executive 
Deferred  Income  Insurance,  a  casualty  poli- 
cy purchased  by  executives  themselves.  It 
puts  teeth  back  into  the  promise  of  pay- 
ment m  case  any  of  the  exposures  to  which 


William  D.  Smith 

President, 
National  Union, 
A  Member  Company  of 
Amkrican  International 
Group,  Inc. 

"I  believe  the  most 
significant  change  — 
one  that  will  continue 
to  greatly  affect  the 
majority  of  senior 
executives  —  will  he  the 
security  of  executive 
retirement  benefits." 


William  Wo! man 

Chief  Economist,  Business  Week 

The  past  few  months  have  been  char- 
acterized by  predictions  all  over  the 
place  that  the  period  we've  had  since 
the  early  80s  is  about  to  end.  I've 
been  told  it's  because  a  Democratic 
government  has  taken  over  in 
Washington.  Now  I  do  believe  that 
it's  going  to  end  eventually,,  but  I 
don't  believe  it's  going  to  end  very 
soon.  Low-level  inflation  will,  I  think, 
continue  for  some  period  of  time. 
It  is  behind  much  of  what  CFOs  are 
concerned  with;  it  explains  much  of 
why  you  have  to  behave  the  way  you 
behave  in  order  to  survive;  and  it 
explains  much  about  which  compa- 
nies succeed  and  which  companies  fail. 


cp, 


non-qualified  benefits  are  vulnerable  i 
Smith  points  out  that  the  insura 
is  a  necessary  outgrowth  stemming  frc 
changes  that  have  been  made  by  the  gc 
ment  to  the  structure  of  retirement  bei 
"It  is  merely  an  attempt  to  put  senior 
executives  on  parity  with  the  rest  of 
work  place  in  terms  of  retirement  sec 

HT  THE  CENTER 

P  FOs  are  among  the  senior  executiv 
U  personally  concerned  with  the  iss 
of  executive  compensation.  Today  th 
goes  without  saying,  but  it  was  not  a. 
so.  More  than  any  other  change  they 
experienced,  it  is  their  enhanced  statt 
the  corporate  pantheon  that  most  cle 
reflects  the  vastly  increased  appreciate 
the  (  FOs  value. 

The  CFO  is  the  sole  individual  pi 
tioned  tC)  marshall  all  the  informati 
needed  to  quantify  the  company's  r< 
d'etre:  its  worth.  Beyond  determinini 
and  reporting  shareholder  value,  to 
CFOs  fuse  the  wisdom  of  finance  wi 
the  savvy  of  business  strategy,  guidi 
the  way  toward  long-term  growth.  I 
doing,  they  bravely  and  boldly  rede 
their  corporations,  and  themselves. 


R  OUICH  THLLV  OF 
AMERICA'S  CFOs  REVEALS... 

No  shrinking  violets,  chief  financial 
officers  at  The  1993  BusinessWeek 
Foruin  of  Chief  Financial  Officers  com- 
mented throughout  the  two-day 
event.  Using  Quick  Tally  Interactive 
Systems  audience  response  handsets, 
Forum  delegates  anpnvmously  offered 
instant  insight  into  their  changing  roles. 

Let's  Talk  About  Me 

The  past  five  years  have  indeed  made  the 
CFO  more  prominent  in  the  corporarion  — 
according  to  86%  of  Forum  delegates. 
Thirty-six  percent  now  serve  on  their 
firm's  board  of  directors,  and  more  than 
half  report  that  their  CFOs  view  them  as 
their  most  important  partner. 

CFO  as  All-Knowing  Seer 

Although  6 1  %  of  CFOs  at  The  Business  Week 
Forum  believe  the  recession  is  Over,  a  sig- 
nificant number  remain  unconvinced  that 
recent  reports  of  growth  are  sustainable. 


Still  in  the  doubting  column,  38%  think 
the  economy  will  remain  in  recession, 
especially  as  tax  increases  and  funding  for 
health  care  reform  come  into  play. 

Change  Champs 

Ninety-one  percent  of  CFO  participants  say 
they  feel  empowered  to  effect  change  and 
plan  to  use  their  growing  influence  to  moti- 
vate all  organizational  players  to  secure  and 
enhance  shareholder  value.  Fighty-six  per- 
cent feel  they  are  making  some  headway  in 
decentralizing  cumbersome  decision-mak- 
ing processes  at  the  top.  But  communicat- 
ing the  CFO's  mission  throughout  the  orga- 
nization has  proven  a  more  arduous  task. 
Only  just  over  half  feel  they  have  success- 
fully involved  their  colleagues  in  the  execu- 
tive suite,  and  88%  feel  they  have  yet  to 
communicate  their  agenda  effectively 
throughout  the  organization. 

Health  Care:  Swallowing  Hard 

Cost  conscious  CFOs  are  shedding  tradi- 
tional health  care  plans  in  favor  of  cheap- 
er, innovative  programs  such  as  HMOs  and 
PPOs.  However,  in  one  of  the  most 


astounding  results  of  the  Quick  1  ; 
polls  at  The  Business  Week  Forum,  just  5. 
of  CFOs  responding  have  tallied  their  ti 
direct  and  indirect  health  care  costs,  . 
only  26%  have  audited  their  current  pi 
for  effectiveness.  On  the  retirement  s 
70%  sav  their  senior  executives'  bene 
are  non-qualided  —  and  that  as  man; 
18%  of  senior  executives  do  not  e 
know  it. 

Home,  Sweet  Home 

Though  strategizing  for  growth  has 
American  CFOs  onto  the  global  ceono 
stage,  manv  have  so  far  limited  themse 
to  cameo  appearances.  The  economie 
Asia  are  by  far  the  fastest  growing  in 
world,  but  the  majority  oi  <  FOs  respc 
ing  spend  less  than  15%  of  their  ef 
there;  nor  do  thev  expect  to  sigmfica 
increase  their  own  Asian  attention  ovei 
next  decade. 

Buswess  Week  Executive  Programs 
in -hall  polling  made  possible  by  Quick  Tc, 
Interactive  Systems  of  Beverly  Hills,  CA 


cial  Issues 


ex  statistics,  the  HMO  industry  is 
cing  "report  cards"  that  compare 
jrocedures  as  a  health  plan's  rate 
gery  with  national  averages.  These 
3ss  measures"  highlight  the  pre- 
re-care  strengths  of  HMOs  rather 
vhether  their  patients  are  healthy 
k.  But  "we  know  that  when  out- 
i  are  bad,  it's  usually  because  pro- 
i  are  bad,"  says  Sheila  Leather- 
■ce-president  of  Minneapolis-based 
I  HcalthCare  Corp.,  author  of  the 
uch  report  chart  (table).  "We  don't 
more  proof  that  breast  cancel-  is 
we  need  to  make  sure  more  worn- 
t  mammograms." 

ARDS.  Good  measures  of  quality 
e  good  data.  But  the  tons  of  paper 
red  in  today's  health  system  track 
ents,  not  patients'  well-being.  In 
■ly  attempt  to  collect  better  clinical 
Seattle's  Health  Care  Purchasers 
(hcpa)  is  testing  an  ATM-style  in- 
ee  card  for  employees  of  its  mem- 
jmpanies.  One  swipe  of  a  patient's 
;hrough  a  magnetic  reader  in  the 
:'s  office  can  call  up  a  medical  his- 
alert  the  billing  office  to  insurance 
,  and  let  the  nurse  send  lab  re- 
straight  to  the  hospital.  The  HCPA 
iates  the  system  will  cut  billing 
Iby  as  much  as  20%— but  its  main 
it  may  be  a  treasure  trove  of  data 
isearchers  trying  to  measure  the 
s  of  various  treatments.  The  Clin- 
rform  team  hopes  that  its  proposed 
h-security  cards"  can  produce  sim- 
ssults— provided  that  designers  can 
iut  the  grave  privacy  risks  posed 
zh  automated  systems. 

0  are  the  health-care  buyers  that 
se  all  these  data?  Man- 
fempetition  calls  for  two 
f  buyers.  At  the  whole- 
jvel,  a  statewide  or  re- 

"health-purchasing  alli- 
which  represents 
ners,  government,  and 
yers,  will  negotiate  for 
est  rates  from  HMOs, 
and  insurers.  The  non- 
alliance  will  then  act  as 
lil  broker  to  sell  bene- 
consumers,  who  will  se- 
;e  health  plan  they  want 
he  alliance's  list. 

1  regional  alliances  that 
inton  blueprint  envisions 
t  exist  yet,  but  their 
Bors  do.  Business  coali- 
rom  Orlando  to  Seattle 
ormed  purchasing  coop- 
es  to  get  big-group  in- 
:e  rates  for  small  busi- 
}.  The  170  member  com- 

of  the  Colorado  Health 
Purchasing  Alliance— 
Vdolph  Coors  Co.  to  the 


■UES 


CATCHING  FLAK:  CRITICS  DERIDE  MANAGED 
COMPETITION  AS  A  BOON  TO  INSURERS 


37-employee  Lodge  at  Cordillera  near 
Vail— formed  their  own  provider  net- 
works in  1988,  negotiating  discounted 
fees  with  doctors  and  hospitals.  After 
watching  premiums  rise  by  25%  to  100% 
for  several  years,  Denver's  Royal  Crest 
Dairy  Inc.  joined  the  alliance  in  1989. 
Since  then,  Royal  Crest's  health  costs 
for  its  280  employees  have  risen  by  10% 
to  15%  a  year,  in  line  with  national  aver- 
ages for  much  larger  employers. 

More  buying  power  can  produce  even 
more  savings.  In  1990,  California  froze 
its  contribution  to  state  employees' 
health  benefits,  forcing  the  California 
Public  Employees'  Retirement  System 


ONE  MANAGED-CARE  PLAN'S 
REPORT  CARD 

United  HealthCare,  which  operates  HMOs  and  PPOs  around 
the  country,  grades  health-care  providers  in  four  categories 
and  compares  the  results  with  national  averages.  Here's  a 
sampling  of  the  rankings: 

INDUSTRY 

INDICATORS  UHC  COMPARISON 


/    CONSUMER  SATISFACTION 

V 

Customer  service 

94% 

79% 

> 

Overall  satisfaction 

86% 

81% 

Pediatric  immunization 


77.3% 


Low  birth  weight* 

l.M:WI!l«mMN!H'l 

Employee  turnover* 


1.7% 
1% 


Monthly  per-member  costs  $8.75 


COST  REDU 


Average  hospital  days* 
1993  premium  increases 

•LOW  SCORES  DESIRED   "PER  1,000  MEMBERS 


9.5%  20%-22% 

DATA:  UHC,  INDUSTRY  STUDIES 


to  take  a  tough  line  toward  the  27 
health  plans  that  cover  its  887,000  mem- 
bers. When  California's  biggest  HMO, 
Kaiser  Permanente,  wouldn't  rein  in  its 
premiums,  CalPERS  slapped  it  with  a 
one-year  freeze  on  signing  up  new  mem- 
bers. The  result:  CalPERS'  average  pre- 
miums will  rise  only  1.4%  for  the  fiscal 
year  starting  July  1— and  Kaiser's  premi- 
ums not  at  all. 

FOOTING  THE  BILL.  White  House  reform- 
ers plan  to  give  their  new  alliances  sim- 
ilar leverage  in  bargaining  with  health 
plans.  Clinton  may  let  alliances  limit  the 
number  of  plans  they  will  deal  with  in 
an  area,  or  set  prices  and  force  the 
plans  to  meet  them.  Managed-competi- 
tion advocates  worry  that  such  powerful 
alliances  could  eliminate  another  com- 
petitive force  that  has  been  proven  to 
hold  down  prices:  consumer  choice. 

The  best  example  of  consumer  choice 
in  managed  health  care  is  right  under 
the  President's  nose.  Federal  employ- 
ees buy  their  health  coverage  through  a 
system  that  gives  each  worker  as  many 
as  three  dozen  health  plans  to  choose 
from  each  year  while  holding  down 
health-care  costs  (box,  page  116). 

As  the  President  fine-tunes  his  reform 
proposal,  he's  seeking  to  do  more  than 
embrace  the  elements  of  managed  com- 
petition. A  key  goal— and  selling  point- 
tor  the  Clinton  plan  is  health  security, 
reassuring  all  Americans  that  they  will 
have  coverage  even  if  they  change  jobs, 
have  a  chronic  medical  problem,  or  can't 
afford  to  pay  the  full  premium.  Clin- 
ton's plan  will  also  seek  to  overhaul  the 
insurance  market,  reform  medical  mal- 
practice laws,  and  make  medical  servic- 
es available  in  the  inner  cities 
and  rural  areas.  And  he'll 
have  to  appease  critics  who 
deride  managed  competition 
as  a  life  preserver  for  insur- 
ance companies.  Toughest  of 
all:  The  President  must  fig- 
ure out  how  to  pay  what 
could  be  an  extra  $100  billion 
a  year  for  the  expanded 
coverage. 

Those  are  daunting  chal- 
lenges that  can  be  overcome 
only  with  perseverance  and 
political  will.  But  in  the  de- 
bate, no  one  should  overlook 
that  the  foundations  of  reform 
through  managed  competi- 
tion— thanks  to  pioneering  em- 
ployers and  health  providers 
across  the  country— are  al- 
ready firmly  rooted. 

By  Mike  McNamee  in 
Washington,  with  Joseph  We- 
ber in  Philadelphia,  Russell 
Mitchell  in  San  Francisco,  and 
bureau  reports 
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Investing 


A  PORTFOLIO.  A  PC 
A  PASSION 


■  t's  3  a.m.  and  the  urge  to 
I  make  some  money  sudden- 
H  ly  strikes  you.  Never  mind 
that  it's  too  late  to  interro- 
gate your  broker  or  to  bounce 
investment  ideas  off  your 
spouse.  And  if  you  already 
have  an  inkling  of  which 
stocks  to  buy,  you  surely 
couldn't  place  the  order  until 
after  the  exchanges  opened  in 
the  morning.  Yet  you  want  to 
play  the  market— now. 

These  days,  investment 
junkies  equipped  with  a  per- 
sonal computer  and  modem 
can  ring  up  financial  advice 
and  place  orders  for  securities 
around  the  clock.  Leading  on- 
line information  services- 
America  Online  (800  827- 
6364),  CompuServe  (800 
848-8199),  Dow  Jones  News/ 
Retrieval  (800  522-3567),  GEnie 
(800  638-9636),  and  Prodigy 
(800  776-3449)-cater  to  indi- 
vidual investors  with  a  gaggle 
of  financial-information  prod- 
ucts, ranging  from  market 
data  bases  and  stock  quotes 
to  business  news  wires  and 
electronic  bulletin  boards. 

The  services  let  subscrib- 
ers trade  on-line  through  dis- 
count brokers.  CompuServe 
customers,  for  instance,  have 
a  choice  of  signing  on  with 
Spear  Rees,  Quick  &  Reilly, 
or  E*Trade  Securities;  Amer- 
ica Online,  Dow  Jones,  GEnie, 
and  Prodigy  users  can  go 
with  Quick  &  Reilly,  Fidelity, 
Charles  Schwab,  and  PC  Fi- 
nancial Network,  respectively. 
Orders  can  be  placed  24 
hours  per  day;  you  can  cancel 
the  transaction  before  the 
market  opens.  Schwab  cus- 
tomers on  GEnie  even  get 
10%  off  the  regular  commis- 
sion rates. 

BEST-BET  STOCKS.  While  the 
scope  of  the  data  in  reach  of 
your  modem  is  immense,  get- 
ting to  the  information  may 
seem  a  bit  daunting.  America 


Online  and  Prodigy  are 
ally  the  easiest  to  get 
for  PC  newcomers,  tho 
perienced  investors  rat 
to  tap  meaty  data  base 
elsewhere.  Just  keep  i 
that  it's  going  to  co: 
Basic  connection  charj 
relatively  minimal,  bu 
investment  services 
weighty  surcharges.  In1 
on  CompuServe,  for  e: 
is  a  data  base  of  Wall 
analyst  reports  on  mo 
8,200  U.  S.  public  cor 
and  2,300  foreign  ones, 
search  of  up  to  10  ci 
costs  $7.50;  retrieving 
text  of  a  report  costs 
search  for  five  cc 
names  via  the  TRW  B 
Credit  Profiles  on  GEi 
costs  $7.50,  and  user 
fork  over  $29  for  eacl 
report  they  take  a  pe< 

Wall  Street  Edge,  a 
nancial  digest  on  P 
costs  an  extra  $19.95  a 
(or  $1.95  a  day).  The 
provides  daily  excerpt: 
from  some  150  contribi 
nancial  newsletters  a\ 
number  hot  line  servi 
m  eluding  the  Addison 

Global  Market  Str 
»  and  the  Vanguard  j- 
You  can  pore  throug 
ries  of  rumors  unci 
heading  "Wall  St.  Wh 
Other  Wall  Street  Ec 
tions  highlight  long-tei 
bet  stocks,  best-bet 
low-priced  stocks  (g€ 
nasdaq  equities  price 
der  $5),  and  mutual  fi 

Investors  can  choos 
according  to  their  owr 
ment  philosophy  by 
into  Strategic  Inves 
other  pricey  Prodigy 
For  $14.95  per  month,  I 
get  access  to  a  data  bl 
ering  more  than  5,01 
York  Stock  Exchange! 
can  Stock  Exchange,  ;|( 
DAQ  stocks,  plus  3,40(i 


1*V>  Rl  KIMF<;<;  \A/FFk' /II  IMF  \A    1  OOT 


.  A  "stock  analyst"  fea- 
within  Strategic  Inves- 
ts you  do  limited  screen- 
y  selecting  an  industry 

>  and  targeting  price- 
lgs  ratios,  five-year  earn- 
jrowth,  dividend  yields, 
iy  combination  above. 

a  "stock  hunter"  tool, 
an  get  a  list  of  equities 
iled  according  to  a  va- 
of  valuation  models,  in- 
lg  "wallflowers"  (small- 
ompanies  with  growth 
tial  that  are  overlooked 
istitutional  investors), 
am  &  Dodd"  (stocks  sell- 
t  less  than  their  expect- 
ture  earnings  and  divi- 
I,  and  "One  Up  on  Wall 
t"  (stocks  worth  eonsid- 
if  expected  future  earn- 
md  dividends  are  more 
twice  the  p-e). 
S  AND  SHORTS.  No  mat- 
ow  you  arrive  at  an  in- 
dent, you  can  discuss 

selections  with  other 
>ers  by  posting  messages 
le  numerous  computer 
$h  boards.  These  boards 

>  as  on-line  clubhouses 
upport  groups. 

e  discussions  can  range 
er  the  map.  On  Compu- 
;  recently,  you  could  read 
/es  on  new  financial  soft- 
a  possible  return  of  in- 
l,  and  whether  it  makes 
;  to  short  the  stock  of 


Snapple,  a  maker  of  soft 
drinks.  A  sample:  "It  has 
enough  volatility  to  keep  both 
us  longs  and  shorts  happy." 

As  with  any  investment 
source,  subscribers  cruising 
the  forums  for  insider  tips 
should  validate  the  credentials 
of  I  he  person  I  rumpet  ing  I  he 
information.  To  be  sure, 
there's  a  fair  amount  of  self- 
policing  on  computer  bulletin 
boards;  if  you  think  you've 
gotten  some  bum  advice,  by 
all  means  go  public.  You  can 
also  send  private  electronic 
mail  to  the  tipster.  Says  John 
Bajkowski,  editor  of  the  news- 
letter Computerized  Investing: 
"I'd  be  leery  of  any  stock  or 
mutual-fund  tip  you  get  on- 
line. You're  never  sure  of  the 
person's  vested  interest." 

Members  can  also  engage 
in  "live"  chat  with  one  another 
and  sometimes  with  reputed 
investment  experts.  America 
Online,  for  instance,  runs  live 
conferences  on  Sunday  eve- 
nings with  Art  Bechhoefer,  a 
registered  investment  adviser. 
On  June  7,  former  Fidelity  Ma- 
gellan whiz  Peter  Lynch  will 
appear  on  Prodigy's  Money 
Talk  bulletin  board  to  answer 
electronic  queries  from  mem- 
bers. Who  knows?  Do  enough 
poking  around  on-line  services, 
and  maybe  you'll  have  a  tip 
for  Lynch.         Edward  Baig 


DIALING  FOR  DATA 


PRODIGY 


sndly  graphics  for  beginners,  though  you'll  have  to  put  up 
i  scrolling  advertisements.  Pricey  add-ons  such  as  Wall 
set  Edge  and  Strategic  Investor  provide  stock  tips,  Wall 
«t  rumors,  and  limited  stock  screening. 


COMPUSERVE 


2  of  the  most  extensive  on-line  services.  You  can  get  ac- 
i  Wall  Street  analyst  reports,  S&P  Online  earnings  projec- 
s,  and  SEC  filings,  all  for  extra  surcharges. 


GENIE 


■monthly  price  includes  the  Investor's  Roundtable  bulletin 
ird,  but  the  interface  is  clunky.  Serves  as  gateway  to  nu- 
ous  expensive  data  bases,  such  as  TRW  Business  Credit 
iles  and  Investment  Analy$t. 


AMERICA  ONLINE 


ndly  interface  lets  you  easily  chat  with  other  members, 
separate  forum  to  discuss  market  timing  and  technical 
lysis,  and  Bulls  &  Bears,  a  stock  market  simulation  game 
g  real  market  prices. 

DATA:  BUSINESS  WEEK 


Gadgets 


RETAKING  CONTROL 
OF  THE  TELEVISION 


F 


ace  it,  parents:  Your  kids 
aren't  budging.  You've 
been  pestering  them  to 
pay  more  attention  to  their 
schoolwork  and  chores  and 
knock  off  MTV  and  Nintendo. 
Yet  you  know  the  little  ras- 
cals are  stealing  hours  of  un- 
approved tube  time  when 
you're  not  home  to  police 
them. 

Cheating  is  out  with  the  ar- 
rival of  TV  Allowance,  Time- 
Slot,  and  Supervision,  a  trio 
of  small  black  boxes  that  im- 
pose a  blackout  on  kids  who 
watch  more  TV  than  you  pre- 
scribe. The  devices  control  the 
flow  of  electricity  from  the 
wall  outlet  to  the  TV  set.  You 
plug  and  lock  the  television's 
power  cord  inside  the  contrap- 
tions, then  program  in  a  view- 
ing allowance  for  each  child. 
When  the  kids  exceed  their 
limits,  the  TV  shuts  off. 
master  card.  With  TV  Allow- 
ance and  Supervision,  parents 
and  kids  punch  in  personal  ac- 
cess codes  on  numerical  key- 
pads. Your  password  is  the 
one  with  clout,  used  to  select 
viewing  patterns  for  up  to 
four  children.  Supervision 
($90  from  Tectrics  Labs,  800 
845-1911)  lets  parents  choose 
daily  or  weekly  limits.  You 
pick  a  weekly  allotment  with 
TV  Allowance  ($99,  800  231- 
4410),  although  a  "save"  func- 
tion lets  the  kids  accrue  TV 


credit  from  week  to  week. 

Kids  are  issued  TV  credit 
cards  with  TimeSlot  ($130 
from  the  North  Carolina  Pub- 
lic Television  Foundation,  919 
549-7132).  You  activate  the 
system  by  swiping  a  special 
parent  credit  card  through  a 
small  groove  on  the  TimeSlot 
unit;  you  can  grant  each  child 
from  1  to  90  viewing  hours. 
The  kids  use  their  own  plastic 
to  turn  on  the  set  or  to  check 
how  much  credit  they  have 
left.  TimeSlot  comes  with  one 
parent  card  and  four  child 
cards;  four  extra  cards  go  for 
$8.95. 

Rest  assured,  the  elders 
can  program  any  of  the  sys- 
tems to  catch  their  own  fa- 
vorite programs.  While  each 
device  can  block  out  specific 
times  when  you  don't  want 
your  children  watching,  none 
of  the  gizmos  will  let  you  de- 
lete individual  channels.  Many 
cable  boxes  and  several  new- 
er television  models  and  re- 
mote controls  have  features 
that  allow  mom  and  dad  to 
play  censor. 

The  new  devices  may  help 
teach  adolescents  such  grown- 
up concepts  as  time  manage- 
ment and  the  art  of  compro- 
mise. Your  kids  may  even 
want  to  steal  some  extra 
viewing  time  by  sitting  on  the 
couch  and  watching  Master- 
piece Theater  with  you.  E.B. 
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It  isn't  supposed  to  happen. 
The  world  is  awash  in 
overcapacity,  wages  are 
stuck  in  the  mud,  unemploy- 
ment is  high,  and  many  prices 
are  falling.  Yet  inflation  shows 
signs  of  coming  back. 

Not  in  a  big  way— yet. 
Economists  who  had  projected 
3%  inflation  now  expect  4% 
in  1993.  And  investors  worry 
that  interest  rates  have  bot- 
tomed out  and  may  soon  rise. 
Even  if  you  doubt  inflation  is 
imminent,  it's  not  too  soon  to 
strategize.  "By  the  time  you 
see  the  whites  of  the  eyes  of 
the  next  inflation,"  says  James 
Grant,  editor  of  Grant's  Inter- 
est Rate  Observer,  "the  hedges 
will  be  highly  priced." 

When  inflation  strikes,  ris- 
ing prices  rattle  investors' 
faith  in  paper.  They  flee  into 
tangible  commodities  such  as 
gold,  oil,  and  real  estate.  But 
this  time  may  be  different. 
For  one  thing,  4%  inflation  is 
a  far  cry  from  the  double-dig- 
it days  of  the  late  '70s  and 
early  '80s.  "Investors  have  to 
choose  between  a  hurricane 
and  a  breeze  strategy,"  says 
Dick  Hoey,  chief  economist  at 
Dreyfus.  The  signals  point  to 
an  inflation  breeze— a  gradual 
lift  in  rates.  "In  these  condi- 
tions, the  stock  market  does 
0.  K.,"  says  Hoey,  "because 
the  earnings  rise  is  powerful 
enough  to  balance  the  infla- 
tion rise." 

eschewing  tobacco.  Busi- 
nesses that  will  be  able  to 
raise  prices  can  benefit  most 
from  inflation.  Industries  that 
have  downsized  and  are  op- 
erating at  tight  capacities, 
such  as  steel,  petroleum,  and 
textiles,  should  fare  well,  says 
Hugh  Johnson  Jr.,  chief  in- 
vestment officer  at  First  Al- 


Smart  Money 

HOW  TO  STAY  AHEAD 
OF  THE  INFLATION  CURVE 


bany.  So  should  cyclicals, 
which  rise  as  the  economy  im- 
proves. David  Shulman,  equi- 
ty strategist  at  Salomon 
Brothers,  recommends  PPG 
Industries,  Allegheny,  and 
Plains  Petroleum. 

What  to  dump?  Lighten  up 
on  utilities,  which  act  like 
bonds,  and  consumer  staples 


bonds  so  you  can  capture 
higher  returns  as  rates  rise, 
says  First  Albany's  Johnson. 
Upgrade  your  holdings  be- 
cause inflation  fears  can  harm 
leveraged  companies.  Buy 
coupon  bonds  instead  of  ze- 
ros, which  don't  pay  interest 
that  can  be  reinvested  at 
higher  rates. 


AN  INFLATION  INVESTOR'S  GUIDE 

CASH  Rising  money  market  and  CD  rates  will  boost  yield.  But 
initially  rates  may  not  even  keep  pace  with  inflation. 

BONDS  Move  out  of  long-term  issues  and  into  short-term 
bonds. 

STOCK  Look  for  companies  with  pricing  power  in  cyclical 
industries,  such  as  textiles  and  paper. 

GOLD  The  Old  Faithful  of  inflation-hedges.  Mining  stocks  are 
more  volatile  than  bullion,  and  so  rise — and  fall — faster. 

OTHER  COMMODITIES  Oil  and  gas,  coffee,  silver,  grains,  and 
other  commodities  may  not  soar,  but  many  are  extremely 
cheap  and  potential  good  buys. 

REAL  ESTATE  It  may  take  a  while  to  pay  off  because  over- 
capacity is  still  swamping  the  market. 

DATA;  BUSINESSWEEK 


such  as  tobacco  where  price 
competition  is  stiff,  says 
Shulman. 

Bonds  are  the  biggest  ca- 
sualty of  inflation.  As  inter- 
est rates  go  up,  holders  who 
bought  at  low  rates  are  stuck 
with  shrinking  returns.  If 
you're  not  ready  to  sell,  you 
can  hedge  with  bonds.  Switch 
from    long-    to  short-term 


Gold  tends  to  shine  when 
inflation  heats  up.  Strong 
Asian  demand  has  already 
driven  gold  prices  up.  To  be 
on  the  safe  side,  you  may 
want  to  dip  a  toe  in.  Dick 
Young,  editor  of  Richard  C. 
Young's  Intelligence  Report,  ad- 
vises readers  to  put  only  10% 
of  your  portfolio  into  a  gold 
fund  at  this  early  stage  of  in- 


flation. "Buy  it  with  tl 
that  you  won't  mal< 
money,"  Young  says, 
fully,  your  other  asse 
do  well,  but  if  they 
you'll  be  damn  hapj 
were  in  gold." 

HOUSING  TROUBLE.  I 

Arace,  who  handles  g 
John  Hancock's  Freedo 
&  Government  Fund, 
mends  putting  5%  o 
portfolio  into  gold  sto 
versified  among  solid 
American  mining  com 
Gold  stocks  are  more  ' 
than  bullion  and  do 
when  rates  rise. 

Real  estate  is  anoth 
gible  investment  that 
in  the  '70s.  But  it  wi 
longer  to  pay  off  thi: 
because  the  indust 
swamped  by  overca 
"Housing  has  dram; 
underperformed  since  t 
ly  '80s  despite  the 
mortgage  rates  in  year' 
Gerald  Guild,  a  fixed-l 
manager  at  Advest  Gij 

Some  investors  win 
pockets  are  finding  i) 
down  on  the  farm,  saj 
my  Diamond,  publis 
Grant's.  Prime  Midwe: 
land,  at  rock-bottom  p 
paying  5%  to  12% 
from  local  farmers,  ; 
the  crop,  or  governmt 
sidies  to  keep  the  lane 

Other  commodities 
similar  advantage.  Sil 
cocoa  have  been  d 
long,  it  may  look  likt 
them.  "To  be  an  ir 
minded  investor,  yul 
have  to  believe  in  net 
inflation,  just  find  oul 
cheap,"   says  Granll 
means  taking  a  loolj 
vestments  that  are  c| 
overlooked.  Pa 
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PERSOh 


It's  So  Remarkable,  We  Hate  To  Call  It  A 
Computer.  Luckily,  Its  CD-ROM  Reference 
Library  Can  Come  Up  With  A  Better  Term. 


Because,  as  a 
rule,  computers 
don't  answer  your 
phone  and  take  a 
personal  message 
when  you're  at  a 
sales  meeting  in 
Schenectady,  like 
the  Sensation  can. 
And  they  can't  give 
you  an  animated 
model  of  the  double 
helix  formation 
that  builds  a  DNA 
molecule,  like  the 
Sensation  will.  And  they  certainly  can't 
play  a  strict  four-part  fugue  in  full 
digital  stereo,  which,  by  the  way,  the 
Sensation  does.  And  when  was  the 
last  time  a  computer  read 
your  agenda  over  the 
  phone  when  you  forgot 


is  a  registered  trademark  of  Intel 
is  a  registered  trademark  of  IBM  Corp. 


where  you  were 
supposed  to  be 
at  2  o'clock?  Or 
faxed  off  a  quick 
note  to  the  school 
nurse  when  your 
youngest  son  had 
a  bad  case  of  the 
sniffles?  Or  told 
you  the  correct 
way  to  pronounce 
a  word  such  as 
"threnody"?  Or 
even  played  you 
the   late  local 


news?  Of  course,  the  Sensation  can 
do  any  one  of  them.  So  you  can  see 
why  it  just  doesn't  seem 
appropriate  simply  to 
call  it  a  computer.  And 
why  we'd  rather  just  go  ahead  and 
let  the  Sensation  speak  for  itself. 


TANDY  »±  J 


L 


Not  just  IBM-PC  Compatible,  Family  Compatible. 


I 

Available  exclusively  at  the  Tandy  Corporation  Family  of  Retail 
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3*  Circle  the  corresponding  number  on  the  postage-paid 
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and  drop  in  the  mail. 
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•equent-flyer  miles  have 
)ecome  a  kind  of  curren- 
:y— one  that  hotels  are 
isingly  willing  to  trade 
lis  summer,  major  hotel 
s  have  launched  new 
ams  to  attract  frequent 
.  making  the  next  few 
is  an  ideal  time  to  earn 
xavel  while  staying  on 
-ound. 

;  problem  for  even  the 
jst  traveler  is  that  it's 
eningly  complicated, 
i  are  frequent-flyer,  fre- 
-sleeper,  and  even  fre- 
-driver  programs,  and 


Travel 


SAUNA,  LOUNGE,  CONCIERGE 
— AND  FREQUENT-FLYER  MILES 


not  the  member  has  an  air- 
line ticket.  Even  better,  the 
hotel  will  double  the  miles  ac- 
cumulated after  five  stays,  al- 
lowing participants  to  earn  a 
free  flight  on  some  carriers 
after  20  stays— and  only  10 
stays  with  Continental.  But 
you  don't  have  to  stay  at 


TJRNING  HOTEL  STAYS  INTO  FREE  FLIGHTS 

HOTEL 

AIR  MILES 
EARNED  PER  STAY 

HOTEL  STAYS  NEEDED 
TO  EARN  FREE  FLIGHT 

jiRion 

500 
1,000 

20  AMERICAN,  NORTHWEST,  USA1R,  TWA 
10  CONTINENTAL 

TON 

500 
1,000 

40  AMERICAN,  AMERICA  WEST,  UNITED,  USAIR 
30  DELTA 

ST1N 

500 

40  AMERICA  WEST,  NORTHWEST,  UNITED,  USAIR 

DISSON 


ERATO  N 


500  40  AMERICA  WEST,  NORTHWEST,  USAIR 

1,000  20  CONTINENTAL 


500 


40  AMERICAN,  UNITED 


500 
1,000 


40 
30 


NORTHWEST,  UNITED,  USAIR 
DELTA 


MJFFER 


of  them  overlap.  Yet  by 
ning  the  programs,  trav- 
can  not  only  clean  up 
r  miles  but  also  earn 
on  hotel  programs  to- 
free  rooms  and  other 
ties. 

sties.  Most  hotels  re- 
members to  fly  a  part- 
rline  and  show  a  valid 
at  check-in  to  get  a  500- 
e  bonus,  but  some  hotel 
ims  will  give  you  1,000 
if  you  fly  on  Delta  Air 
or  Continental  Airlines. 
5y  will  offer  double  or 
miles  during  specific 
«riods. 

!  game  became  more 
Sting  for  travelers  in 
fhen  Marriott  launched 
)tt  Miles,  which  doles 
mus  miles  whether  or 


Marriott  to  earn  miles  with- 
out flying:  Hotels  linked  with 
United  Airlines  and  American 
Airlines  will  usually  grant 
free  miles  without  your  hav- 
ing to  show  a  valid  ticket  at 
check-in. 

Newcomers  to  the  fre- 
quent-flyer game  should  first 
decide  on  an  airline  program, 
says  Stan  Dale,  editor  of  Mile- 
age &  Points,  a  newsletter  for 
frequent  flyers.  Some  subtle- 
ties come  into  play.  It's  easi- 
est to  accumulate  points  on 
Continental,  but  it's  difficult 
to  use  them  because  seats  for 
frequent  flyers  aren't  readily 
available.  Delta  offers  1,000 
miles  per  hotel  stay  but  re- 
quires 30,000  air  miles  to  earn 
a  free  flight.  Other  airlines 
require  a  minimum  20,000 


miles  for  a  domestic  round- 
trip  ticket. 

After  choosing  a  frequent- 
flyer  program,  find  out  which 
hotel  and  rental-car  programs 
the  airline  is  tied  in  with  and 
use  them  whenever  possible. 
As  with  the  airlines,  it  takes 
some  finesse  to  choose  the 
best  hotel  deal.  For 
instance,  Inter-Conti- 
nental Hotels  is  the 
only  hotel  chain  to 
offer  bonus  miles 
each  night  instead  of 
each  stay,  but  the 
rooms  are  expensive 
and  there  are  only  15 
hotels  in  all  of  North 
America. 

Jim  Williams,  an 
executive  at  Luce 
Press  Clippings, 
spends  more  than 
100  nights  a  year 
away  from  his  home 
in  Mesa,  Ariz.  He 
stays  at  Hilton,  flies 
United  or  Delta,  and 
rents  cars  from  Na- 
tional, earning  air 
miles  from  all  three 
as  well  as  bonus 
points  from  National 
on  his  Hilton  HHon- 
ors  program.  This 
summer,  he  is  flying 
to  London  gratis  on  Delta  and 
staying  free  at  Hilton  for  a 
week,  cashing  in  air  miles  and 
Hilton  HHonors  points. 

For  serious  mileage  hunt- 
ers, it's  sometimes  better  to 
jump  from  hotel  to  hotel  and 
follow  the  seasonal  promotions 
in  search  of  the  most  bonus 


Worth  Noting 


■  lemon  lookout.  Cars  that 
sustained  saltwater  damage 
during  flooding  on  the  East 
Coast  this  past  spring  are 
being  sold  across  the  U.  S., 
warns  the  National  Insurance 
Crime  Bureau.  Saltwater 
causes  hidden  damage  to  an 
automobile's  electrical  system 
that  can  be  both  expensive 


miles.  American  AAdvantage 
and  United  Mileage  Plus  pro- 
gram members  can  earn  dou- 
ble miles  this  summer  as  part 
of  Inter-Continental's  Spectac- 
ular Summer  Options  pro- 
gram. The  program  also  of- 
fers a  50%  cut  in  room  rates 
through  Sept.  12.  Last  win- 
ter, Radisson  offered  triple 
miles  (1,500  mileage  credits) 
for  each  stay  for  members  of 
its  airline  partners'  programs. 
Offered  for  the  past  two 
years,  the  chain  anticipates 
offering  it  again  next  year. 
Hilton  HHonors  is  promoting 
a  "double-dip"  program  grant- 
ing guests  who  accrue  both 
air  miles  and  points  a  free 
weekend  night  for  every 
three  stays  and  two  weekend 
nights  for  every  five  stays 
from  May  15  to  Aug.  15. 
keep  signing.  Bobby  Finken, 
a  salesman  from  Dallas,  esti- 
mates he  earns  only  20%  of 
his  vast  wealth  in  air  miles 
by  actually  flying.  Car-rental 
companies,  which  typically  of- 
fer 500  miles  per  rental  but 
are  just  as  liberal  with  their 
double-  and  triple-bonus-mile 
promotions  as  the  hotels,  add 
substantially  to  his  cache. 
Finken  also  recommends  sign- 
ing up  with  credit  cards,  long- 
distance phone  companies, 
dining-out  programs,  and  oth- 
er companies  that  offer  tie- 
ins  with  airline  frequent-fly- 
er programs. 

The  idea  is  to  earn  the 
most  miles  while  spending  the 
least  amount  of  money.  Fink- 
en earned  9,000  miles,  nearly 
half  what  it  takes  for  a  free 
ticket  on  one  weekend  trip  to 
New  Orleans  by  combining 
promotions  and  programs. 
"It's  a  game,  that's  all  it  is," 
says  Finken.  These  days,  the 
game  has  never  been  more 
lucrative.  Amey  Stone 


to  repair  and  hazardous  on 
the  road. 

■  MBA  financing.  The  Offi- 
cial Guide  to  Financing  Your 
MBA  (Graduate  Management 
Admission  Council,  $10.95)  of- 
fers advice  on  tapping  tuition 
sources  for  B-school.  To  order 
the  240-page  book,  send  a 
check  to  the  Educational  Test- 
ing Service,  Publications  Or- 
der Services,  P.  O.  Box  6736, 
Princeton,  N.  J.,  08541. 
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When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Asea  Brcwn  Boven  89 
ABC  95 

Acclaim  Entertainment  38 
Adolph  Coors  114 
Aetna  72 

Aetna  Life  &  Casualty  56 

Airbus  31 

Albertson's  92 

Alex.  Brown  92 

AllledSignal  114 

Aluminum  Co.  of  America  56 

Amfrak  89 

Andersen  Consulting  61,72 
Apple  Computer  36,  42,  56 
Applied  Immune  Sciences  42 
AT&T  32,84 
Atlanta  Falcons  96 
Avitas  96 
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Banco  de  Comercio  e 
Industria  110 

Banco  Santander  110 

BankAmerica  94 

Bankers  Trust  102 

Bank  of  New  England  102 

Banque  Indosuez  108 

Beatrice  34 

Bell  Canada  32 

Ben  &  Jerry's  Homemadt  82 

Bestop  45 

BIS  Strategic  Decisions  36 

BMS  Bossard  61 

Body  Shop  82 

Boeing  31,  76 

Booz.  Allen  &  Hamilton  92 

BP-America  31 

British  Aerospace  96 

British  Telecom  32,  108 


CapCom  USA  38 
CBS  108 

Oiase  Manhattan  102 
Oiiat/Day/Mo|0  98 
Chris-Craft  Industries  95 
Chrysler  56 
Gba-Geigy  61 
CIGNA  114 
Coleman  94 
Colgate-Palmolive  26 
Compoq  Computer  26,  36 
ComputerLand  36 
ConAgra  34 
Consolidated  Cigar  94 
Continental  Office 

Furniture  56 
Coming  84 
Gay  Computer  42 
Cray  Research  42,  54 


CSC  Index  76 
D 


Deutsche  Bundespost 
Telekom  32 

Digital  Equipment  1 14 

Dillard  Deportment  Stores  94 

Dow  Chemical  48 

DuPont  56 


Electronic  Arts  38 
Electronic  Data  Systems  56 
Emisphere  Technologies  1 10 
Euro  Disney  108 
Executive  Jet  Aviation  96 


First  Boston  Asset 
Management  72 

First  Boston  (Japan)  26 

First  Fidelity  Bankcorp  110 

First  Gibraltar  Bank  94 

Fleming  92 

Ford  56 

France  Telecom  32 

Frank's  Nursery  &  Crafts  56, 
64 


Hang  Seng  Bank  48 

Health  Insurance  Program  of 
New  Jersey  116 

Herman  Miller  56 

Hershey  Foods  114 

Hewlett-Packard  36,  42,  84 

Hyundai  51 

! 


IBM  26,31,34,36,56,  102 

ICA  Handlamas  61 
Informix  76 
Intel  68 

Interactive  Network  1 10 
International  Data  84 
Iron  Bu5:ness  Machines  31 


J.C.  Penney  94 
K 


Kmart  92 

Kohlberg  Kravis  Roberts  34 
Koor  Industries  51 
Kroger  92 


Ladenburg  Thalmann  95 

Lehman  Brothers  108 

Levi  Strauss  56 

Lotus  Development  76,  84 

Lucach  31 

Lucky-Goldstar  84 

Luther  King  Capital  Mgt.  34 

M 


Gartner  Group 

76 

GE  31,52,56 

Genesis  Enterta 

nment  94, 

95 

GM  26 

Goldman  Sachs 

96,  108 

H 

MacAndrews  &  Forbes 

Holdings  94 
Marvel  Entertainment  95 
McCaw  Cellular 

Communications  32 
McGraw-Hill  24 
MCI  32 
McKesson  56 
McKinsey  56 
Mead  102 
Meijer  92 

Mercury  Communciations  32 
Merrill  Lynch  32,  108 
MGM/UA  95 
MicroAge  36 
Microsoft  42,  56,  76,  84 
MMS  International  24 
Montgomery  Securities  110 
Moody's  Investment 

Services  94 
Morgan  (J. P.)  108 
Morgan  Stonley  22,  56,  108 
Motorola  52 

MOVA  Pharmaceutical  52 


NEC  26 
Netafim  51 

New  World  Entertainment  95 
Nike  82 

Nikko  Securities  28 
Nintendo  38 
Northern  Business 

Information  32 
Novell  76 


Oppenheimer  92 
P 


Koiser  Permanente  114 
Kidder  Peobody  34 


Patentes  Talgo  89 

Perot  Systems  56 

Pliar  Mor  94 

Philip  Morris  34 

Phoenix  Designs  56 

Pierl  96 

Primerica  96 

Procter  &  Gamble  42,  94 

Prudential  Securities  34,  106 


RAND  114 

Reebok  International  82 
Repsol  108 
Reuters  Holdings  61 
Revlon  94,95 
Rhone-Poulenc  Rorer  42 
RJR  Nabisco  34 


RMJ  Options  Tradii 
Rolls-Royce  61 
Royal  Bank  of  Scotf 
Royal  Crest  Dairy  1 
Ryka  82 

s 


Salomon  Brothers  ' 
Sandoz  110 
Sara  Lee  96 
Satellite  Technolog; 

Management  31 
Schering-Plough  5' 
SCI  Television  94, « 
Searie(G.D.)  52,9 
Seers  72 

Sega  Enterprises  3 
S.G  Warburg  Grcn 
Shaman 

Pharmaceuticals 
Shenzhen  Huapeng 

Properties  48 
Siemens  61,  84 
Silicon  Graphics  5^ 
Singapore  Telecom 
SmithKline  Beechan 
Sprint  32 
Stephens  94 
Strawbridge  &  Oof 
Sun  America  98 
Sun  Microsystems  I 
Supermarkets  Gem 
Sybase  76 
Syncordia  32 
Syntex  42 

T 


Tarn  brands  42 
Tele-Communicatioj 
Texaco  96 
Texas  Instruments  * 
Timberiand  59 
Time  Warner  110 
Toyota  26 
Toys  'R*  Us  26,  38, 
T.  Rowe  Price  34 
Turner  Broadcastinc 
System  95 

u 


Union  Bank  of 

Switzerland  61 
United  Technologie 
Unitel  32 
Upjohn  110 


Virtual  Vision  89 
VisaU.S-A.  64 

W 


Wal-Mart  56,92 
Walt  Disney  72 
Warburg  "incus 

Counsellors  110 
Warburg  Pincus  In 

Equity  Fjnd  110 
Warner-Lambert 
Whirlpool  45 
Winn-Dixie  92 


Yankee  Group  3T 


A  message  from  your  local  lire  department,  this 
publication,  and  the  U.S.  Fire  Administration. 
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/estment  Figures  of  the  Wee 


TARY 

ir  week  in  the  financial 
S.  stocks  and  bonds 
larply  on  May  30.  The 
s  word  of  a  less-than- 
ncrease  in  the  gross 
roduct,  a  measure  of 
growth.  The  dollar 
nd  that  prompted  the 
ie  financial  markets, 
iverseas  markets  per 
jn  worse,  with  the  Tokyo 
:lining  sharply  during 
rhe  setback  in  the  dollar 
Id  to  give  up  some  of  its 
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■nge 

52-week 

FUNDAMENTALS 
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Week  ago 

Tear  ago 

S  INDUSTRIALS 

JMPANIES  (S&P  MidCap  Index) 
APANtES  (Russell  2000) 
tNIES  (Russell  3000) 

3553.5 
167.4 
233.9 
259.8 

0.4 

-0.2 
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4.3 
15.2 
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STOCKS 
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-2.6 

tal  return 

% 

52-week  total  return 

% 

ON  STRATEGIC  INVESTMENTS 

I  GOLD/RESOURCES 

-STATE  STREET  GLOBAL  ENERGY 

58.0 
57.0 
56.5 

PROGRESSIVE  AGGRESSIVE  GROWTH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 
G.T.  LATIN  AMERICA  GROWTH  A 

-27.1 
-23.1 
-16.0 

IBM  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 

I  I    Average  fund 

52-weelt  total  return 


IVE  PORTFOLIOS 


ounts 

the  present 

10,000 

>ne  year  ago 

•rtfolio 

is  indicate 
tal  returns 


Foreign  stocks 
$12,600 

+2.09% 


UJ 


Treasury  bonds 
$12,137 
+  1.43% 


U.S.  stocks 
$11,296 

+  1.30% 


Gold 
$11,118 

-0.89% 


DATA  RESOURCES  INC. 


Illl 


Money  market  fund 
$10,242 

+0.05% 


lis  page  are  as  of  market  close  Wednesday,  June  2,  1993,  unless  otherwise  indicated, 
is  include  S&P  500  companies  only;  performance  ana  share  prices  are  as  of  market  close 


June  1 .  Mutual  fund  returns  are  as  of  May  28.  Relative  portfolios  are  valued  as  of  June  1 .  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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[Editorials 

THE  PAYOFF  FROM  INFORMATION  TECHNOLOGY 

■^productivity  is  the  holy  grail  of  American  business.  For 
H^P  the  past  decade,  U.  S.  corporations  have  spent  a  stag- 
s'     gering  sum  in  search  of  it,  only  to  be  disappointed  time 
and  time  again.  Despite  an  enormous  investment  of  $1  tril- 
lion in  information  technology  alone,  productivity  gains  have 
crawled  along  at  about  1%  a  year. 

Until  now.  During  1992,  productivity  jumped  by  3%— and 
over  the  past  eight  quarters  of  economic  recovery,  it  has  ris- 
en at  an  average  annual  rate  of  2.3%  (page  56).  Best  of  all, 
service-sector  productivity  is  finally  beginning  to  take  off  and 
approach  manufacturing's  recent  gains. 

The  great  surprise  behind  the  statistics  is  in  why  produc- 
tivity is  picking  up.  It  isn't  simply  cost-cutting  or  because 
corporations  have  thrown  huge  sums  of  money  at  technolo- 
gy. The  productivity  lesson  of  the  1990s  is  that  technology 
is  necessary  but  not  sufficient  for  productivity  growth.  The 
big  gains  come  about  through  the  reorganization  of  work. 

It  is  now  clear  that  technology  is  capable  of  generating 
enormous  amounts  of  information,  but  the  trick  is  getting 
that  data  to  people  who  can  best  use  it.  That  turns  out  to 
be  production,  service,  supply,  and  sales  people,  not  manag- 
ers. The  "reengineering"  of  organizational  structures  is  vital. 
Decentralizing  old  corporate  hierarchies  and  empowering  em- 
ployees making  and  selling  products  are  the  first  steps  to 

improving  productivity.  Providing  them  with  the  rig] 
of  technology  is  the  critical  next  step. 

Thanks  to  a  new  generation  of  user-friendly  sc 
handheld  wireless  computers,  and  PC  networks,  info 
can  now  flow  right  to  the  front  lines.  New  systems  a 
nect  companies  to  suppliers  and  distributors  electronic 
instantaneously.  That's  why  reengineered  corporati 
actually  do  more  with  less— why  downsizing  works, 
tal  impact  is  not  just  to  reduce  costs  but  to  increas 
nues.  It's  the  top  line  that  benefits  from  rising  prodi 

But  what  about  jobs,  jobs,  jobs?  The  short-term  r 
the  productivity  revolution  is  pain.  Improved  techno 
lows  the  same  number  of  employees  to  do  much  mor 
alleviating  the  pressure  to  hire. 

Yet  this  technological  revolution,  like  all  the  othen 
it,  is  laying  the  groundwork  for  a  new  generation  o 
for  those  skilled  enough  to  perform  them.  New  indu 
multimedia,  for  one— new  markets— such  as  the  one 
sonal  digital  assistants— and  a  slew  of  new  compan 
increase  demand  in  the  job  markets.  Companies  enjoyi 
er  productivity-generated  profits  will  invest  more,  expo 
and  boost  the  incomes  of  their  stockholders  and  em] 
If  history  is  a  reliable  guide,  the  new  productivity  g£ 
lift  the  living  standards  of  all  Americans. 

INVEST  IN 

JAPAN.  TRADE  WILL  FOLLOW 

■^^  ebasing  one's  national  currency  has  a  long,  sad  his- 
H  tory.  Rome  filed  the  silver  off  the  edges  of  its  coins. 
Britain  devalued  its  sterling  after  World  War  II.  Rus- 
sia is  now  cheapening  the  ruble.  Despite  public  denials,  it 
appears  that  the  Clinton  Administration  is  following  in  this 
ancient  tradition  by  pushing  down  the  dollar  against  the  yen 
in  an  attempt  to  reduce  America's  trade  deficit  with  Japan. 

We  think  that  policy  is  wrongheaded— not  because  we  are 
hard-money,  goldbug  ideologues.  The  superdollar  of  the  ear- 
ly 1980s  clearly  hurt  U.  S.  exports  around  the  world.  The  Pla- 
za Accord  of  1985  returned  the  dollar  to  a  reasonable  level, 
and  since  then,  the  50%  depreciation  of  the  dollar  against  the 
German  mark  and  other  European  currencies  has  helped 
turn  a  S20  billion  trade  deficit  with  Europe  into  a  surplus. 

Even  the  drop  in  value  of  the  dollar  against  the  yen  has 
shown  some  benefits.  At  home.  Detroit's  Big  Three  are  re- 
conquering domestic  market  share  lost  in  previous  years,  not 
only  because  their  cars  are  much  better  in  quality  but  also 
because  they  charge  about  82,000  less  than  Japanese  com- 
petitors, who  must  raise  prices  to  compensate  for  their  high- 
er yen.  And  in  Latin  America  and  other  Third  World  mar- 
kets, U.  S.  exporters  are  doing  much  better,  partly  because 
they  can  price  their  power  generators  and  construction  equip- 
ment below  the  Japanese. 

But  pushing  the  dollar  to  a  40-year  low  against  the  yen  is 
not  reducing  the  deficit  with  Japan— and  never  will.  The  dol- 

lar  has  gone  from  263  in  1985  to  107  today.  The  de 
contrast,  hangs  in  at  S45  billion  to  $50  billion  ever 
The  reason  is  that  Japan's  mercantilist  economy  is  nc 
tured  to  suck  in  imports,  even  when  they  become  a 
as  the  low  dollar  has  made  U.  S.  goods  and  services 

The  truth  is,  the  U.  S.  has  a  trade  deficit  with  Ja 
cause,  in  large  part,  it  has  an  investment  deficit  wit 
(page  26).  Exports  tend  to  follow  foreign  investment 
the  world,  and  Japan  has  the  smallest  amount  of  for 
vestment  of  any  major  trading  nation.  Recent  figur 
lished  by  the  House  Wednesday  Group,  a  Republic 
gressional  caucus,  show  that  foreign  investment  in 
factories,  and  other  assets  come  to  only  S97  per  capi; 
pan,  compared  with  about  81,600  in  both  the  U.  S. 
rope.  Foreigners  control  less  than  1%  of  all  corporat 
in  Japan,  against  20%  in  the  U.  S.  So  when  Japan  r 
hard  for  U.  S.  companies  to  invest  there,  it  hurts  tr 

The  lesson?  Boosting  U.  S.  investment  in  Japan  will 
exports  and  reduce  the  trade  deficit.  But  the  currer 
of  devaluing  the  dollar  works  against  increasing  inv 
because  it  dramatically  raises  the  cost  of  doing  bus 
Japan.  Instead  of  cheapening  the  dollar,  it  would  b 
for  the  Clinton  Administration,  which  is  currently  i 
ing  its  economic  policy  toward  Japan,  to  focus  on  help 
companies  break  into  Japan  Inc.,  which  discourage: 
eigners— Koreans,  Chinese,  Europeans,  and  America 
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Sports  cars  come 
J  and  go.  Most 
flare  brightly  for  a 


moment,  then  fade  away  like  falling 
stars.  But  one  has  endured:  igniting 
vivid  memories  of  Sting  Rays,  Makos, 
Split  Rear  Windows  and  the  look 
on  a  kid's  face  as  it  drove  by 


The  original  dream  car.  Corvette. 

Our  new  Commemorative  Edi 
is  amply  equipped  to  make  a  littl 
history  of  its  own.  It  continues 'V( 
unrivaled  tradition  of  cutting-edg 
technology  with  our  most  power 
small-block  production  V8  ever: 
300  horsepower  LT1.  There's  also 


0  T  H  ANNIVERSf 


pecial  Midyear  Outlook 


8:00  Home  Over  breakfast,  you  check  your  calendar  on  your  PowerBook  Duo  The  9:15  Your  Office  You  slide  your  PowerBook  Duo  into  the  Duo  Dock  and  start 

day  looks  like  it'll  be  a  breeze  You'll  put  a  few  finishing  touches  on  the  Q2  forecast  Suddenly,  e-mail  chimes  Your  boss  wants  you  on  the  noon  shuttle  to  Boston,  to 

presentation  that's  due  in  a  few  days,  return  some  calls  and  hai  e  a  free  afternoon.  the  Q2  forecast  to  his  boss.  Also,  a  client  wants  to  see  you  ASAP.  You  hit  the  ejec 


2:50  Borrowed  Office  A  colleague  is  at  lunch,  so  you  borrow  his  Duo  Dock  You 
log  onto  e-mail  back  at  the  home  office  and  team  your  group  bos  just  won  a  new 
account.  You  put  this  news  into  your  presentation  (and  change  a  few  colors,  too/. 


3:30  Conference  Room  You  clip  on  the  Duo  MiniDock  and  run  thepresentati 

)  our  Pou 'erBook  Duo.  Ei  m one's  impressed  —  especially 1  the  gm 1  u ho  asks  a  s 
questions  about  a  six-month-old project.  You're  got  your  files,  so  youie  got  the  a 


No  other  computer  could 


For  years,  you've  been  trying  to  keep  up  with  computers. 
Now  there's  a  computer  that  can 
actually  keep  up  with  you:  the 
Apple'  PowerBook  Duo""  System. 

It's  nothing  less  than  the  most 
flexible,  adaptable  and  personal 
computer  in  the  world. 

On  the  road,  it's  a  slim,  sleek 
and  powerful  notebook  computer. 


PowerBook  Duo  210 

PowerBook  Duo  230 

Weight 

1  4.2  pounds 

4.2pounds 

Memoir 

4MB  exp.  to  24MB 

4MB  exp.  to  24MB 

Storage 

80MB 

80MB or  120MB 

Display 

9-mch  backbt 

9-inch  backht 

Batten 

ip  to  4.5  hours 

Up  to  4.5  hours 

Speed 

25  MHz  68030 

33  MHz  68030 

In  the  office,  when  plugged  into  a  Duo  Dock,  it  instantly  bee 
a  fully  expandable,  no-compromise  des 
computer  that  lets  you  work  with  a  full- 
keyboard  and  up  to  a  16-inch  color  mo: 
But  what  really  sets  the  PowerBook1 
System  apart  from  conventional  dockii 
systems  is  a  bit  of  engineering  genius  c* 
PowerLatch"  technology:  A  combinatior: 
elegant  hardware  and  intelligent  softwar' 


©1993  typU  Computer  *K  Allngbts  mened  AppU  tbt  AppU  loqc  Vacmtasb  ami  Tbepottrrto  be  \r>ur  best  art  rn>vtemi  trademark  tf  ippk  Computer  mx  fa 


demarks  of  AppU  Computer  mi  Pmuaaon  e  a  m&errd  trademark  of  Aldus  G»f 


)  Your  Client's  Office  That  $5  million  project  tin-  client  told  you  was  off  last 
'li'soti  again.  And  due  in  two  weeks.  You  type  up  job  orders,  which  you  11  fax 
vourPou  vritook  u  fan)  ou  get  to  Boston.  Nam :  fan  vt  vr.  wu  fan  e  to  get  to  the  airport. 


Your  Office  t  h  the  way  home,  you  swing  by  the  office  to  tie  n[>  a  few  loose  ends, 
teyour  boss.  He  heard  the  meeting  went  well,  and  wants  you  to  fly  out  and 
it  to  the  people  in  London.  Tbmorrow.  You  send  out  a  memo  to  update  your  staff. 


xi  through  a 

i  you  move  in  and  out  of  the  office  with  tremendous  ease. 

There  are  no  cables  to  fiddle  with  and  no  complicated 
configuring"  procedures.  Just  slip  the  PowerBook  Duo  into 
'Duo  Dock,  and  the  system  automatically  recognizes  all  your 
tworking  resources  and  attached  peripherals. 

Simply  push  a  button,  and  a  motor  gently  releases  the 
werBook  Duo.  (It  will  remind  you  to  save  any  unsaved  files, 
case  you  forget.)  Now,  wherever  you  go,  your  files  go  with  you. 
J  can  even  add  an  optional  PowerBook  Express  Modem,  to 

ifun.  Inc  Htm  a  a  trademark  :>!  slorg.  tut  rhi>  ail  was  ir«//tv/  mint  Umiiiiixh'  ilrstti)/'  ,1111/ yflt  I'liuvrHimt'  [Hrmal  (omputers 


12:40  Noon  Shuttle  All  the  files  and  software  you  use  at  your  desktop  are  with  you. 
You  pull  up  the  Q2 presentation  and  make  the  revisions  to  reflect  the  new  assignment 
Then  you  write  a  memo  to  your  team,  to  make  sure  that  everything's  on  schedule. 


8:30  Living  Room  Since  you've  got  all  your  files  andsoftware  right  there  with  you, 
you  could  sillily  the  new  research  data  or  finish  up  those  performance  renews.  But 
hey.  enough  is  enough.  You  settle  back  in  your  recliner and  play a  few  rounds  of  Tetris. 


let  you  send  and  receive  documents  while  you're  on  the  road. 

To  experience  the  PowerBook  Duo  System  for  yourself,  call 
800-732-3131,  extension  100,  for  the  name  of  the  authorized 
Apple  reseller  located  nearest  you.  (If  you're  in  Canada,  call 
800-665-2775,  extension  910.)  And  no  matter  how  dramatically 
things  may  change  in  your  life,  at  least  you'll  always  have  the 
one  power  you  can  depend  on.  The  power  to  be  your  best." 

RwerBook  Duo  from  Apple  «• 


A  good  day. 
The  figures  worked. 
The  deal  went  through 


And  now  you're  in  a 


very,  very  good  place 


to  think  about 


tomorrow 
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PRODUCTION 

Change  from  last  week:  -0.1% 
Change  from  last  year:  4.3% 

190  


1967=100  {four-week  moving  overag 


May  29 
186.3 


LEADING 

Change  from  last  week:  0.4% 
Change  from  last  year:  4.2% 
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The  production  index  fell  during  the  week  ended  May  29.  On  a  seasonally 
adjusted  basis,  output  of  electric  power  and  paper  declined,  while  production  of 
steel,  outos,  trucks,  coal,  paperboord,  and  lumber  and  rail-freight  traffic  increased. 
Crude-oil  refining  was  unchanged  from  the  previous  week.  Before  calculation  of  the 
four-week  moving  average,  the  index  rose  to  186.4,  from  185  2.  For  the  month  of 
May,  the  index  increased  to  186  3,  from  185  9  in  April 

BW  production  index  copyright  1 993  by  McGraw-Hill  Inc 


The  leading  index  continued  to  climb  during  the  week  ended  May  29.  L< 
stock  prices,  fewer  business  failures,  and  improved  growth  rates  for  materials  p 
and  real  estate  loans  lifted  the  index.  However,  the  growth  in  M2  slowed  and 
yields  were  unchanged  for  the  week.  Before  calculation  of  the  four-week  mc 
average,  the  index  rose  to  223.6,  from  222.5.  The  index  stood  at  222.7  for  c 
May,  up  from  April's  reading  of  220.2. 

leading  index  copyright  1 993  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (6/5)  thous.  of  net  tons 

1,864 

1,902# 

4  7 

AUTOS  (6/5)  units 

108,667 

131,844r# 

-20.4 

TRUCKS  (6/5)  units 

83,415 

97,182r# 

-4.9 

EltCfRK  POWER  (6/5)  millions  of  kilowatt-hours 

53,612 

54,152# 

-1.5 

CRUDE-OIL  REFINING  (6/5) thous  ofbbl./day 

13,962 

13,979# 

0  2 

COAL  (5/29)  thous.  of  net  tons 

18,771# 

13,428 

10.7 

PAPERB0ARD  (5/29)  thous  of  tons 

826. 6# 

803.9r 

1.0 

PAPER  (5/29)  thous.  of  tons 

762.0# 

7690r 

2.0 

LUMBER  (5/29)  millions  of  ft. 

462  9# 

461  4 

10.1 

RAIL  FREIGHT  (5/29)  billions  of  ton-miles 

21 ,7# 

21.4 

1.4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA*,  Association 
of  American  Railroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/9) 

107 

107 

127 

GERMAN  MARK  (6/9) 

1.64 

1.59 

1.58 

BRITISH  POUND  (6/9) 

1.51 

1.54 

1.85 

FRENCH  FRANC  (6/9) 

5.50 

5  38 

5.31 

CANADIAN  DOLLAR  (6/9) 

1  28 

1.27 

1.19 

SWISS  FRANC  (6/9) 

1.47 

1  42 

1.43 

MEXICAN  PESO  (6/9)1 

3.131 

3.123 

3  092 

Sources:  Major  New  York  banks.  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U.S.  dollar,  except  for  British 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (6/9)  $/troy  oz. 

371  450 

369.000 

9  3 

STEEL  SCRAP  (6/8)  #1  heavy,  $/ton 

111.50 

106.50 

30.5 

FOODSTUFFS  (6/8)  index,  1967  100 

202.3 

201.8 

-0.8 

COPPER  (6/5)  c/lb. 

87  9 

87.6 

-17.5 

ALUMINUM  (6/5)  c/lb 

52  8 

52  5 

12  7 

WHEAT  (6/5)  #2  hard,  $/bu. 

3.32 

3.55 

-17.8 

COTTON  (6/5)  strict  low  middling  1-1/16  in  ,  C/lb. 

56.12 

56.30 

1.3 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 

Latest 
week 

Week 
ago 

%  £ 
ye 

STOCK  PRICES  (6/4)S&P500 

451.34 

450.58 

CORPORATE  BOND  YIELD,  Aaa  (6/4) 

7.38% 

7.46% 

INDUSTRIAL  MATERIALS  PRICES  (6/4) 

95.5 

95.6 

BUSINESS  FAILURES  (5/28) 

360 

382 

REAL  ESTATE  LOANS  (5/26)  billions 

$396.4 

$395.6r 

MONEY  SUPPLY,  M2  (5/24)  billions 

$3,466.9 

$3,471. 4r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/22)  thous. 

339 

340 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  I 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  C1BCR  seasonally 
data  on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 

ago 

%  C 

yet 

BUSINESS  WEEK  PRODUCTION  INDEX  (May) 

186.3 

185.9r 

BUSINESS  WEEK  LEADING  INDEX  (May) 

222.7 

220.2r 

EMPLOYMENT,  CIVILIAN  (May)  millions 

1 19.3 

118.4 

UNEMPLOYMENT  RATE,  CIVILIAN  (May) 

6.9% 

7.0% 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  C 

MONEY  SUPPLY,  Ml  (5/24) 

$1,065.1 

$l,068.1r 

BANKS'  BUSINESS  LOANS  (5/26) 

275  8 

275.1 

FREE  RESERVES  (5/26) 

l,137r 

690r 

N0NFINANCIAL  COMMERCIAL  PAPER  (5/26) 

158.3 

159.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  are  expresse 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (6/8) 

2.72% 

3  33% 

PRIME  (6/9) 

6  00 

6.00 

COMMERCIAL  PAPER  3-MONTH  (6/8) 

3  28 

3.23 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/9) 

3.26 

3.17 

EURODOLLAR  3-MONTH  (6/4) 

3  21 

3.20 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equi 
1  = Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn,     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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To  A  Building  Owner; 
RPA  Means  More  ROI. 

When  Your  Property  Manager  Gets  The 
Real  Property  Administrator  (RPA)  Education,  You  Get  Tlie  Benefit... 

A  Better  Return  On  Investment. 


Rjeal  Property  Administrators  do 
more  than  just  manage  your  building. 
They  maximize  your  assets. 

With  advanced  training,  high  ethical 
standards  and  a  progressive  manage- 
ment style,  RPAs  are  better  equipped 
to  solve  problems,  control  costs  and 
boost  profits. 

Choose  an  experienced  professional 
who  can  handle  all  the  operating, 
marketing,  legal  and  financial  chal- 
lenges that  impact  your  building's 
bottom  line.  Invest  in  the  best.  Because 
an  RPA  will  improve  your  ROI. 

For  information  about  the  RPA 
designation  program,  contact 
Antoinette  Cassidy,  Vice  President 
of  Marketing,  Building  Owners  and 
Managers  Institute  International. 

1-800-235-2664 


REAL  PROPERTY 
ADMINISTRATOR 

Setting  the  Standard  for  Property  Management 

mmmmmsmmmm 


For  information  about  the  association  representing 
owners  and  managers  of  over  5  billion  square  feet  of 
commercial  properties  and  facilities,  call  the  Building 
Owners  and  Managers  Association  (BOMA) 
International  at  (202)408-2662. 


6A-CA 


"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  companies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  American  Stock  Exchange 
companies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  hand.  It  fairly  boggles  the  mind. 


6B-CA 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


6C-CA 
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(SisaregisteredmarkoftheBlueCrossAssociauon  ®'isa  registered  markof  BlueCrmsof  California  SM  isaservice  mark  of  Blue  Cro»  of  California. 


T^ell  your  employees 

we've  got  them  surrounded. 


We  have  one  of  the  largest  PPO  and 
HMO  networks  in  the  state.  But  you  need 
to  know  there  are  doctors  and  hospitals  in 
each  employee's  neighborhood.  That's  why 
we  offer  companies  with  51  or  more  people 
a  free  accessibility  analysis.  You  determine 
the  accessibility  needs  of  your  group  and 
we'll  show  you,  with  maps  and  evaluation 
tables,  how  we  meet  those  needs.  To  find 
out  more  about  this  free  service,  call  your 
broker  or  a  Blue  Cross  Group  Sales  office. 
We  make  the  system  work  for  you." 


CALIFORNIA  CAR  E 

HEALT      H  PLANS 


BLUE  CROSS  CALIFORNIA 


en  your  standard  (if  reference  is  the  Rocky  Mountains,  thinking  big  is  something  that  comes  na  rural! 

One  sterling  example  of  this  thinking  is  the  new  Denver  International  Airport.  Scheduled  for  completio 
in  1993,  it  covers  more  land  area  than  both  O'Hare  and  Dallas/Fort  Worth  airports  combined.  ^jl^j^^^^^^^^^^^^^B 

Bui  mori  significantly,  its  the  fir?t  airport  that  will  allow  up  to  three  different  "^sSSaf-*-.  ^<<r^^aag^^5Sj 
streams  ol  aircraft  t.  •  land  .it  the  -a me  nine.  I  In-,  together  with  the  latest  navigational  aids  jUj^jj^j^^jl^^™ 
an  d  I  ow  visibility  lighting  will  make  for  an  airport  that's  virtually  weatherproof,  resulting  in  fewer  delays. 

Perhaps  its  only  fi  tting  that  th  e  minds  behind  this  project  come  from  a  place  where  the  workforce  ranks  £ 
one  of  the  highest  educated  in  the  nation.  In  fact,  the  number  of  college  graduates  here  is  62%  above  the  national  avera^ 

And,  according  to  the  Federa  1  Res  erve,  our  state  economy  is  one  of  the  most  diverse. 

1 1 1  addition,  I)  enver  is  where  cable  television  was  inven  ted.  It  is  still  the  country's  gold-mining  capifc 
And  it's  th  e  only  place  in  the  U.S.  wh  ere  you  can  link  directly  by  satellite  to  five  continents,  using  only  one  satellite  "bounc 

All  of  which  make  Denver  an  unusually  forward-thinking  place  to  do  business.  As  evidenced  by  the  fa< 
that  more  money  is  currently  being  spent  to  build  infrastructure  in  Denver  than  in  any  other  city.  Or  the  fact  that  prim 
downtown  office  space  goes  for  a  competitively  low         a  square  root  And  the  median  cost  o  f  a  home  is  $95,000. 

All  in  a  location  that  ha  s  more  sunny  davs  than  Miami  or  Honolulu. 

.To,  it  you  find  yourself  having  ideas  that  seem  bigger  than  the  city  you  re  in,  we  suggest  you  call  Dolore 
Wilson  at  the  Metro  Denver  Network,  303-620-8029.  We  think  you'll  enjoy  the  conversation.  After  all,  she  is  quii 
accustomed  to  hearing  from  people  like  you.  CDenver   lake  A  Closer  Look. 
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EDITOR'S  MEMO  I 


WHEN  YOU  NEED  TO  KNOW  MORE 


Sometimes,  even  the 
most  comprehensive 
magazine  article  can 
leave  you  wanting  more  in- 
formation. That  is  why 
BUSINESS  WEEK  has  taken  to 
producing  books  on  topics  of 
especially  strong  interest  to 
our  readers. 

Our  annual  midyear  invest- 
ment outlook  (page  122) 
touches  on  one  such  subject: 
mutual  funds.  We  have 
supplemented  our  cover- 
age of  this  fast-growing 
field  with  the  third  edi- 
tion of  BUSINESS  WEEK'S 
Guide  to  Mutual  Funds 
(McGraw-Hill,  $14.95  pa- 
perback, $24.95  hardcov- 
er). The  book,  written  by 
Associate  Editor  Jeffrey 
M.  Laderman,  is  a  com- 
plete guide  to  a  number 
of  key  topics,  such  as 
how  mutual  funds  man- 
age your  money,  how  to 
select  funds,  and  how  to  monitor  per- 
formance. The  guide  includes  the  1993 
business  WEEK  Mutual  Fund  Score- 
board, covering  1,540  equity,  bond,  and 
closed-end  funds.  Quarterly  scoreboard 
updates  are  available  on  computer 
diskette,  starting  at  $199  a  year. 

Also  in  its  third  edition  this  year 
is  a  volume  that  can  help  readers  gain 


BusinessWeek's 


GUIDE  TO 

AL 

FUNDS 


MUTUAL  FUND  SCOREBOARD 


HELPFUL  HINTS  FOR 
DO-IT-YOURSELFERS 


■  read  with  great  pleasure  and  amuse- 
I  ment  the  story  "You  can  do  it!"  (Cov- 
er Story,  May  31)  regarding  individual 
investing  in  the  stock  market.  After  sev- 
en years  of  following  the  advice  of  my 
broker,  who  is  with  a  major  brokerage 
firm,  my  portfolio  had  managed  to  gain 
a  stellar  0.75%  (that's  right— less  than 
1%  )  average  annual  return. 


more  insight  into  another 
complex  subject:  business 
schools.  The  Best  B-Schools 
(McGraw-Hill,  $14.95)  was 
produced  under  the  guidance 
of  Senior  Writer  John  A. 
Byrne  and  contains  several 
new  features.  The  current 
edition  runs  355  pages,  which 
is  142  pages  longer  than  its 
predecessors.  The  additional 
space  enables  us  to  provide 
expanded  descriptions  of 
the  best  business  schools 
and  to  profile  outstand- 
ing faculty  members.  We 
have  also  added  new 
chapters  on  15  schools 
that  offer  a  quality  edu- 
cation at  relatively  low 
cost  as  well  as  on  busi- 
ness schools  outside  the 
U.  S.  We  identify  20  lead- 
ing schools  in  Europe, 
Asia,  and  Australia  and 
profile  six  of  the  best. 
These  books  are  avail- 
able through  bookstores  or  bv  calling 
800  2-MCGRAW  To  order  the  mutual- 
fund  diskette,  call  800-553-3575. 


Editor-in-chief 


Well,  I  gave  my  broker  the  heave-ho 
in  June  of  1992,  opened  an  account  with 
a  discount  brokerage,  and  jumped  in 
feet  first  with  individual  stocks.  My  first 
purchase  was  Compaq  Computer  Corp. 
at  24  a  share,  and  my  former  broker 
informed  me  this  would  be  the  beginning 
of  the  end  of  my  individual  investing,  as 
her  firm  predicted  a  very  gloomy  fu- 
ture for  high-tech  stocks. 

I  sold  Compaq  for  35  a  share  (now 
57)  and  since  then  have  bought  and  sold 
several  stocks,  resulting  in  a  45.5%  re- 


Hill. 
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LookYour  Best  With 
Harvard  Graphics. 

OrIfYouMer,Well 


Get  You  Something 


West 
9% 
Nortn 


Sou* 

10%  ~ 


No  presentation  software 
product  on  the  market  makes 
you  and  your  ideas  look  bet- 
ter than  Harvard  Graphics: 
Bar  none. 

Well  prove  it  to  you,  risk- 
free,  with  our  "You  Can't 
Beat  HG"  guarantee:  If  you 
get  Han'ard  Graphics  and 
don't  feel  that  it  helps  you 
look  your  best,  well  get 
you  any  of  the  less  popular  . ^..^ 

packages  you'd  like'. 

But  beware.  Once  you  try  Han'ard  Graphics,  you'll 
be  spoiled.  After  all,  more  people  use  Han'ard  Graphics 
than  any  other  presentation  software.  For  good  reasons, 
such  as  our  legendary  ease  of  use  and  flexibility.  And 
then  there's  our  exclusive  Han'ard  Graphics  Advisor  " 


1993  Projected  Shipments  By  Region 


^^^^^^^B  International 

J  " 


program.  Free  expert  advic 
Access  to  a  special  on-line 
sendee.  A  newsletter  full  o 
tips  and  shortcuts.  And  if 
you  buy  now,  you'll  also 
get  a  free  video  and  book  c 
presentation  do's  and  don'i 
in  our  "Han'ard  Graphics 
Advisor  Presentation  Pak" 
It's  yours  to  keep  whether 
you  stay  with  us  or  not. 

Frankly,  when  you  con- 
sider how  important  it  is  t 
show  your  ideas  in  the  best  possible  light,  we  can't 
fathom  why  you'd  want  any  less  than  the  best.  But 
we're  so  intent  on  your  sat- 
isfaction, if  you  want  less, 
well  get  it  for  you. 


CD^SOFTW'AR 
OXV>PUBLISHIX( 


Far  additional  product  information  iall  1-800-336-8^60,  Ope*.  930  'Often  apph  for  puTCiiascs  of  Harvard  Graphics  3  0  for  DOS  <rr  Han-iudGraphus  fur  \\'tndt/*i  product  made  between  May  15  and  August  31.  1993.  Upgrade  v 
Offers  valid  in  50  Lmted  Staler  and  Canada  only.  One  hcsentation  Pak  and/or  competitriv  redemption  per  purcliastd  unit.  All  SP(-  standard  license  requirements  and  restrictions  apph-  Other  conditions  apply,  call  SPC  Customer  Service  at  <408) 
7518  for  details  and  restrictions  Terms  of  promotion  subject  tocliange  without  notice.  Void  where  prohibited  to  law  Hanard  Graphic \  and  the  Software  Publishing  Corporation  logo  are  registered  trademarks  and  Advisor  is  a  trademark  of  Softwo 
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LIMITED  TIME  OFFER 

J  YES!  Send  me  my  FREE  Harvard  Graphics  Advisor 
Presentation  Pak.  My  original  dated  sales  receipt  is  enclosed. 


NAME:  

COMPANY: 
.ADDRESS: 


I  purchased: 

(FtdlProduct  only,  check  one) 


_|  Harvard  Graphics  3.0  for  DOS 
_|  Harvard  Graphics  for  Windows 


CITY 
ZIP: 


STATE: 


DAYTIME  PHONE: 


See  \-our  dealer  or  call  SPC  Customer  Service  at  (40S)  988-7518  for  details  and  restrictions.  Offer  applies  for  purchase  of  Han  ard  Graphics  3.0  for  DOS  or  Hanard  Graphics  for  Windows  product  made  between  May  ISth  and  August 
<J'.'  I^i  Send  completed  coupon  with  dated  proof  of  purchase  i original  only  >  to:  Software  Publishing         ■  ■       A7TV  PRESENTATION  PAK  OFFER.  P.O.  Box  48O0,  Crcrufordstille,  f\  47933.  Allow  4  weeks  for 
deli\-ery.  Offer  must  be  redeemed  within  30  days  of  original  purcliase.  and  no  later  than  September  30.  1 993.  Offer  is  not  transferable  One  Presentation  Pak  per  purchase,  (.ash  redemption  value:  1/100  of  1  cent.  Software  Publishing 
Corporation  is  not  responsible  for  lost  or  misdirected  mail.  f  SKU=  15"Pak) 


on  investment  when  I  liquidated 
h  on  May  21.  My  strategy  is  sim- 

invest  in  companies  that  are  in 
;ries  I  have  a  personal  interest  in. 
;  owned  no  more  than  three  stocks 
me,  so  as  to  afford  larger  blocks  of 

My  goal  is  a  net  return  after  com- 
>ns  of  at  least  35%  (so  far,  so 
I.  I  prefer  outfits  with  low  debt, 
ire  contrary  to  the  market,  and 
re  ignored  or  shunned  by  the  pros. 

former  broker  says  I  have  been 
libly  lucky,  and  maybe  she's  right. 

think  I  will  take  my  luck  to  her 
sis  any  day. 

Greg  A.  Candelaria 
Muncie,  Ind. 

jr  advice  to  readers  to  minimize 
iversification  in  the  stock  market  is 
lous.  Although  I  agree  with  your 
se  that  individual  investors  can 
rform  professional  money  manag- 
n  undiversified  portfolio  is  not  the 

0  achieve  this. 

ersification  minimizes  a  portfolio's 
ess  without  compromising  the  ex- 

1  return  of  the  portfolio.  Clearly, 
ing  that  decreases  risk  without  de- 
ng  expected  return  should  be  tout- 
it  shunned. 

Kevin  Tarn 
Oakland,  Calif. 

ur  most  recent  feature  article  of- 
;rs  a  deceptive  and  one-sided  inter- 
num of  high-risk  investment  poli- 
hat  ignores  the  basic  theories  of 
e  and  suppresses  the  vulnerabil- 
a  concentrated  investment  portfo- 
is  indeed  true  that  some  individu- 
jstors  have  "beaten"  the  experts  or 
larket  by  investing  in  high-yield 
s  and  bonds. 

i  well-known  Capital  Asset  Pric- 
odel  tells  us  that  such  results  may 
jected.  But  the  article  neglects  ev- 
:  that  many  who  invest  in  similar 
have  done  far  worse  than  the  mar- 
deporting  successful  business  prac- 
important.  Yet  your  article  should 
given  a  greater  emphasis  to  the 
Ities  and  pitfalls  of  undiversified  in- 
ent  policies. 

Abraham  Seidmann 
Xerox  Professor 
W.  E.  Simon  Graduate  School 
of  Business  Administration 
University  of  Rochester 
New  York 

N'S  CONSTRUCTION  SECTOR  IS 
LED  WITH  TRADE  BARRIERS' 

Clinton  Administration's  decision 
give  Japan  60  days  to  open  its 
uction  market  or  face  sanctions 
ipan,  they  call  it  'Clinton  shock,' " 


CORRECTIONS  &  CLARIFICATIONS 

A  chart  entitled  "Life  Cycle  of  a  Com- 
pany" that  ran  on  page  75  in 
"BUSINESS  week's  Guide  to  Investing 
in  Hot  Growth  Companies"  (May  24) 
should  have  cited  as  its  source  Smith 
Barney,  Harris  Upham  &  Co. 

In  "A  better  way  to  insure  your  senior 
years?"  (Personal  Business,  June  7), 
the  premiums  of  $1,453  a  year  for  a 
40-year-old  and  $4,018  for  a  65-year- 
old  pay  for  long-term-care  insurance 
for  as  long  as  you  need  it. 


International  Business,  May  3)  is  aimed 
at  several  problems. 

When  I  first  held  hearings  on  the  is- 
sue in  1986,  U.  S.  participation  in  the 
Japanese  design,  engineering,  and  con- 
struction market  was  zero.  Last  year, 
U.  S.  firms  did  $189  million  worth  of 
business  in  Japan,  a  37%  decline  from 
the  year  before.  By  contrast,  Japanese 
firms  did  $1.3  billion  worth  of  business 
here  in  1991. 

The  lack  of  business  for  U.  S.  firms  in 
Japan  should  not  be  associated  with  a 
lack  of  competitiveness.  On  a  worldwide 
basis  where  firms  compete  head  to  head, 
American  companies  have  captured  45% 
of  the  international  construction  and  de- 
sign market,  and  Japanese  firms  have 
only  7%.  So  why  then  was  U.  S.  partici- 
pation in  the  Japanese  overall  construc- 
tion market  a  mere  0.02%  in  1992? 

Unlike  other  murky  trade  issues,  this 
one  is  fairly  clear.  Japan's  construction 
sector  is  riddled  with  trade  barriers, 
from  licensing  problems  to  pervasive 
bid-rigging.  Collusive,  anticompetitive 
behavior  even  has  a  special  name,  dango, 
and  it  is  openly  discussed  by  the  Japa- 
nese media,  in  particular  association  with 
political  corruption. 

What  does  the  U.  S.  want?  First,  we 
want  to  end  the  U.  S. -Japan  Major  Pro- 
jects Agreement  under  which  U.  S.  firms 
can  only  bid  on  certain  public-works  pro- 
jects. Japanese  firms  operating  here  are 
not  limited  to  any  specific  set  of  public- 
works  projects,  and  U.  S.  firms  should 
be  able  to  bid  on  any  project  in  Japan. 
Second,  we  want  to  end  the  system  that 
relegates  American  firms  to  junior-part- 
ner status  in  joint  ventures. 

Finally,  it  is  time  for  Japan  to  do 
away  with  the  designated-bidder  sys- 
tem, whereby  favored  firms  are  pre- 
qualified  for  bidding  on  public-works 
projects.  This  system  incorporates  the 
corrupt  money  politics  of  Japan.  The 
Japanese  should  adopt  the  competitive- 
bid  system  used  by  the  U.  S.  and  other 
developed  countries. 

The  U.  S.  has  shown  extraordinary 


patience  over  seven  years  of  fruitless 
negotiations.  Enough  is  enough. 

Senator  Frank  Murkowski 
(R-Alaska) 
Washington 

SMALL  BUSINESS 

NEEDS  THE  SBA  

As  a  Midwest  community  banker 
whose  bank  specializes  in  commer- 
cial loans,  I  wish  to  offer  another  side  of 
the  SBA  as  opposed  to  your  article  "Time 
to  turn  out  the  lights  at  the  SBA?"  (Fi- 
nance, May  31). 

Our  emphasis  is  on  making  commer- 
cial loans  to  businesses.  We  would  be 
very  restricted  in  financing  startup,  new- 
technology,  and  mature  companies  with- 
out SBA  assistance.  Our  focus,  like  other 
SBA  user  banks,  is  to  help  develop  small 
business,  which,  in  turn,  creates  jobs 
for  our  local  economy. 

Without  the  ability  to  have  a  loan 
guaranteed  by  the  SBA,  much  of  our  fi- 
nancing for  new  businesses  would  not 
occur.  We  have,  with  the  SBA's  aid,  fi- 
nanced everything  from  a  lumber  mill  to 
new  high-tech  companies  to  one  that 
sells  products  to  the  U.  S.  Navy. 

Over  the  past  several  months,  through 
our  actively  marketing  the  SBA  loan  guar- 
antee programs,  we  have  seen  numerous 
loan  requests  from,  and  for,  businesses 
that  would  not  be  able  to  obtain  financ- 
ing without  the  SBA's  assistance. 

J.  Michael  Straka,  President/CEO 
Central  Illinois  Bank 
Champaign,  111. 

WILL  GERMANY 

DO  IT  AGAIN?  

In  regard  to  "Germany"  (Cover  Story, 
May  31),  who,  only  one  or  two  years 
ago,  would  have  thought  it  possible  that 
Germany,  Europe's  No.  1  postwar  eco- 
nomic superpower,  would  have  to  "strug- 
gle to  regain  its  competitive  edge"? 
Some  of  us  had  warned  that  reunifica- 
tion might  prove  difficult  even  for  the 
Germans  to  cope  with  (and,  particularly, 
pay  for),  but  the  1989-1990  euphoria 
seemed  to  belie  such  pessimism.  There 
is  a  very  good  chance  that  the  Germans 
will  do  it  again  and  that  another  Wirt- 
schaftswunder  will  occur.  But  this  reader 
hopes  Germany  will  regain  its  competi- 
tive edge  because  only  economic  stability 
(including  lowest  possible  unemployment) 
will  secure  Germany's  political  stability. 

Karl  H.  Pagac 
London,  England 


Letters  to  the  Editor  should  be  sent  to  Readers  Report, 
Business  Week,  1221  Avenue  of  the  Americas,  New 
York,  N  Y.  10020  Fax  (212)  512-4721.  All  letters 
must  include  an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters  for 
clarity  and  space. 
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Health  care. 

We're  part  of  the  cure. 


More  than  2,000  years  ago,  Hippocrates  said,  "Health  is  the  greatest  of  human  blessings.1 
And  yet  in  a  country  as  blessed  as  ours,  the  health  care  system  is  crying  out  for  a  cure. 
It  will  take  all  of  us  together  to  develop  that  cure.  As  an  inventor  and  manufacturer  of 
cines,  Pfizer  is  determined  to  do  its  part.  While  we  work  towards  more  effective  health  care- 
develop  new  pharmaceutical  cures— Pfizer  pledges: 

1)  To  voluntarily  hold  down  the  price  of  our  prescription  medicines  for  all  Americans. 
)n  many  of  our  medicines,  there  will  be  no  price  increase  this  year.  None  will  increase 
nore  than  41/2%.  We  invite  the  American  people  and  the  U.S.  Government  to  take  a  close 
look  at  just  how  faithfully  we  keep  this  commitment. 

2)  To  work  toward  a  health  care  plan  that  provides  all  Americans  with 
coverage  for  prescription  medicines.  Some  people  fall  through  the  cracks 
of  the  current  system.  That's  why  we  favor  protection  for  everyone. 

3)  To  expand  our  program  that  provides  doctor-prescribed 
Pfizer  medicines  at  no  charge  to  those  who  lack  both  the  money 
and  insurance  for  prescription  medicines. 

Our  contributions  to  health  care  are  made  possible  by  our 
research  and  development,  which  generates  both  cures  and  jobs.  We 
favor  an  environment  that  fosters  continued  innovation— and  affordable 
pricing— from  one  of  America's  21st-century  industries. 
Strong  remedies  for  health  care.  At  Pfizer,  we're  part  of  the  cure. 


We're  part  of  the  cure. 


OUR  COMPETITION  DREAMS  OF  MAKING 
A  CAR  LIKE  TAURUS. 

SWEET  DREAMS. 


FORD  TAURUS 


While  others  spend  their  time 
dreaming  about  making  a  car 
like  Taurus,  we've  spent  ours 
making  America's  best-selling 
car  even  better*  We've  contin- 
ued to  improve  everything  from 
Taurus'  suspension  and  handling 
to  its  economically  designed 
controls.  We  even  added  the 
security  of  available  anti-lock 
brakes. 

You  can  wait  until  the  other 


guys  make  their  dreams  come 
true.  Or  you  can  get  behind  the 
wheel  of  a  Ford  Taurus  today. 


Standard  driver  s  and  optional  right-front  passenger  air  bag 
supplemental  restraint  system  Always  wear  your  satety  Pelts 


'Based  on  1992  calendar  year  manufacturers  reported  retail  deliveries 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


SCIENCE:  THE  SHORT  LIFE  AND  BAD  TIMES  OF  COLD  FUSION 

iry  Taubes 

3m  House  •  503pp  •  $25 


>LD  FUSION, 
OTT  AIR 


D 


s  fashionable  to  describe  science  as 
xlay's  religion,  with  enlightenment 
ispensed  by  white-coated  research- 
•ather  than  persons  of  the  cloth. 
,he  analogy  is  fundamentally  flawed: 
ion's  view  of  the  world  is  based  on 

whereas  science  stands  or  falls  on 
:xistence  of  empirically  discoverable 
I  When  science  itself  requires  a 
of  faith,  strange  things  happen, 
lat's  the  lesson  of  science  writer 

Taubes's  compelling  book  on  the 
lating,  sorry  saga  of  cold  fusion.  In 

1989,  two  chemists,  Martin  Fleisch- 
i  and   B.  Stanley 
,  claimed  they  had 
uced  nuclear  fusion 

laboratory  jar.  The 
ications  were  stun- 
.  If  they  had  har- 
3d  the  reaction  that 
;rs  the  sun,  the 
i's  energy  problems 
d  be  solved, 
le  announcement 
led  off  a  frenzy  in 
press  and  in  labs 
ad  the  world,  as  sci- 
ts  tried  to  replicate 
"esults.  But  the  sto- 
n  Taubes's  hands,  as 
snseful  as  a  thriller— 
1  to  a  stunning  de- 
ment largely  missed 
le  press  at  the  time, 
e  had  never  been  real  evidence  for 
fusion.  "Cold  fusion . . .  did  not  exist, 
ver  had,"  Taubes  concludes.  "There 
at  least  as  much  empirical  evidence, 
t  more,  to  support  the  existence  of 
number  of  pseudoscientific  phenom- 
from  flying  saucers  to  astrology." 
•Id  fusion,  Taubes  shows,  is  a  classic 
of  wishful  thinking,  mixed  with  lib- 
doses  of  greed  and  shoddy  science, 
iing  researchers  to  the  truth.  It  all 
,n  years  ago,  when  the  British 
ichmann,  known  for  both  brilliant 
Ear-fetched  ideas,  wondered  if  fusion 
i  be  induced  inside  a  solid.  Normally, 
ng  hydrogen  atoms  close  enough  to 

takes  tremendous  pressure  and 
,  as  in  the  sun.  Fleischmann  won- 
d  if  packing  hydrogen  between  the 
cules  of  a  metal  might  do  the  same 
I.  He  concocted  a  method  using  a 
dium  electrode  inside  a  jar  of  heavy 
!r.  He  didn't  know  that  physicists' 


calculations  showed  his  idea  was  all  but 
impossible.  And  in  any  case,  science  of- 
ten makes  great  leaps  when  bold  re- 
searchers attempt  what  seems  undoable. 

Fleischmann  persuaded  Pons,  a  Uni- 
versity of  Utah  chemist,  to  do  the  ex- 
periments. It  was  a  low-budget  project: 
In  one  trial,  the  jars  were  placed  in  a 
Rubbermaid  dishpan.  When  one  jar  ex- 
ploded, Fleischmann  and  Pons  were  sure 
they  were  on  to  something.  Trouble  was, 
they  couldn't  measure  power  coming  out 
of  other  jars  in  the  lab.  Only  by  making 
questionable  assumptions  could  they  sug- 


Ite  the  hoopl 
and  frenzy,  Taubes 
reveals,  there  has  never 
been  any  real  evidence 
of  cold  fusion 


gest  that  fusion  might  be  taking  place. 

The  chemists  might  have  labored  qui- 
etly for  years.  But  they  learned  that 
physicist  Steven  Jones,  at  nearby  Brig- 
ham  Young  University,  was  doing  similar 
experiments.  Worse,  he  was  ready  to 
report  seeing  tiny  quantities  of  neutrons, 
possible  evidence  of  fusion.  Believing 
that  Jones  had  confirmed  their  results 
(he  hadn't)  and  anxious  to  nab  the  Nobel 
prizes  and  the  billions  that  would  surely 
result,  the  Utah  chemists,  with  the  uni- 
versity's full  backing,  went  public  on 
Mar.  23,  1989. 

At  first,  they  won  plaudits  in  the 
press  and  converts  among  researchers. 
Both  the  message  and  the  men  were 
compelling— the  gawky  but  intense  Pons, 
especially.  "He  may  look  like  a  jerk  at  a 
distance,  but  up  close  he  was  almost 
hypnotic,"  says  Joseph  L.  Taylor,  then 
Utah's  academic  vice-president. 

But  within  weeks,  as  scores  of  scien- 


tists failed  to  replicate  the  results,  the 
outlook  turned  bleak.  It  took  the  public 
longer  to  catch  on.  The  press  largely 
failed  to  realize  how  fast  it  all  unraveled 
and,  Taubes  says,  didn't  grasp  how  ques- 
tionable the  actions  of  Pons  and  other 
believers  were.  Even  after  reputable 
scientists  had  poked  gaping  holes  in  the 
Utah  claims,  some  papers  printed  glow- 
ing reports  of  continued  progress. 

Rather  than  meet  criticism  with  new 
evidence,  cold  fusion's  advocates  made 
fresh  claims  based  on  no  information  or 
on  data  that,  Taubes  documents,  were 
fudged.  They  refused  to  divulge  methods 
or  measurements,  threatened  legal  ac- 
tion against  damning  scientific  papers, 
and  attacked  critics,  not  on  scientific 
grounds,  but  for  lacking  faith. 

Take  the  case  of  Charles  Martin,  an 
electrochemist  at  Texas  A&M  University 
and  a  friend  of  Pons.  Martin  worked 
ceaselessly  to  recreate  the  Utah  group's 
finding  and  even  called  a  press  confer- 
ence on  Apr.  10,  1989,  to 
announce  that  his  experi- 
ments were  producing 
power.  But  Martin  soon 
spotted  the  experiments' 
flaws— and  Pons's  evasive- 
ness in  discussions  added 
to  his  doubts.  Martin  re- 
called concluding:  "This 
stuff  is  not  right.... as 
much  as  I  can't  believe 
that  my  friend  Stan  Pons 
is  wrong  and  that  my 
friend  Stan  Pons  lied  to 
me,  those  things  are 
true."  But  rather  than  re- 
examine his  own  experi- 
ments, Pons  dismissed 
Martin  as  another  lapsed 
supporter.  He  told  a  col- 
league: "Chuck's  gone 
wrong.  They've  gotten  to  him." 

Cold  fusion's  boosters  weren't  the  only 
ones  who  acted  badly.  Some  mainstream 
scientists  were  overzealous  in  trying  to 
discredit  proponents.  The  University  of 
Utah  erred  in  pressuring  the  chemists  to 
go  public,  handing  over  hundreds  of 
thousands  for  research  and  legal  fees, 
and  standing  firm  despite  overwhelm- 
ing contrary  evidence.  Even  Ira  Maga- 
ziner,  now  a  top  Clinton  adviser,  played 
a  role,  lobbying  Congress  for  more  funds 
for  the  university  by  warning  of  a  sup- 
posed Japanese  cold-fusion  threat. 

Bod  Science  has  additional  resonance, 
because  cold  fusion  lingers  on.  A  small 
cadre  of  the  faithful— including  Pons  and 
Fleischmann— continues  to  make  ever 
more  bizarre  claims  while  refusing  to 
let  even  sympathetic,  reputable  scien- 
tists examine  any  of  their  experiments. 
Taubes  notes  wryly:  "The  nonexistence 
of  a  phenomenon  is  by  no  means  a 
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It's  the  darndest  thing.  Airline  executives, 
who  invest  millions  of  dollars  in  aircraft, 
like  to  feel  that  your  company's  going  to  be 
around  for  a  while.  It's  a 


Airline  executives  won't  buy 
an  aircraft  from  a  company 
with  a  shorter  life  expectancy 
than  the  aircraft. 


fair  business  question. 
And  when  the  question 
comes  up,  we  like  to 
answer  it  by  pointing 
across  the  tarmac  to  our 
new  MD-90. 


What's  the  connection?  Well,  this  is  the 
aircraft  with  the  lowest  noise  and  emission 
rating  in  its  class.  In  the  world.  An  air- 
craft built  with  the  intention 


of  meeting 

and  exceeding  environmental  demands  for 
years  and  years  to  come.  And  that  means 
twenty-five  years  from  now,  this  aircraft 
will  still  be  a  smart,  tough,  viable  competi- 
tor. Just  like  its  creator. 


MCDOWELL  DOUGLAS 

Performance  Above  and  Beyond. 

©  1993  McDonnell  Douglas  Corporation 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our 
attentive  staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture. 
And  to  offer  only  the  highest  standards.  Experience  the  difference  by  calling 
your  travel  planner  or  800-327-8585  and  ask  for  our  Pacific  Business  Rates. 

PAN  PACIFIC  Hotels  and  Resorts 


NORTH  AMERICA:  VANfOUVFR.  SAN  F RANC  [S<  0.  SAN  DIEGO,  ANAHEIM.  HAWAII  PACIFIC:  ALK  KLAND,  GOLD  COAST, 
VANUATU.  PALAU   ASIA:  SINGAPORE,  KUALA  LUMPUR,  JOHOR  BAHRU.  PANGKOR  JAKARTA,  DHAKA,  WUXI.  NARITA 
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A  PROVEN  STRATEGY 
FOR  GROWTH  AND  INCOME 


T.  Rowe  Price  Growth  8  Income  Fund  follows  a  value  approach  in 
seeking  capital  appreciation  from  income-producing  stocks.  By  investing  in 
stocks  which  are  currently  out  of  favor — or  whose  underlying  values  are 
not  yet  fully  recognized — the  Fund  can  offer 
enhanced  opportunity  for  capital  growth.  In 
addition,  the  Fund's  income  focus  can  help  to 
cushion  share  price  volatility  in  down 
markets.  The  strong  perfonnance  of  the  Fund 
illustrates  the  effectiveness  of  its  strategy. 
$2,500  minimum  ($1,000  for  IRAs).  No 
sales  charges  of  any  kind. 


Average  annual  total 
returns  as  of  3/31/93* 


23.3% 
14.4% 
12.3% 


1  year 
5  years 
10  years 


Call  24  hours  for  a  free  report 

1-800  541-8466 


Invest  With  Confidence 

T.RoweRice 


GIF0 18599 


•Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions. 
Total  returns  represent  past  performance.  Investment  return  and  principal  value  will  vary,  and  shares 
may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Request  a  prospectus  with  more 
complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street,  Baltimore,  MD  21202. 


fatal  impediment  to  continued  resea 
The  book  isn't  perfect.  It  gets  a 
details  wrong,  such  as  where  the  r. 
sat  during  a  climactic  meeting.  Anc 
pace  falters  in  a  meandering  sectio 
alleged  research  fraud  at  Texas  8 
But  overall,  Bad  Science  is  more  th 
page-turner  about  cold  fusion:  It's  a 
tionary  tale  of  what  happens  when 
gets  in  the  way  of  real  science. 

BY  JOHN  C 

Washington  Correspondent  Carey 
ered  cold  fusion  from  the  start. 


BOOK  BRIEFS  I 


AT  THE  HAND  OF  MAN:  PERIL  AND  H 
FOR  AFRICA'S  WILDLIFE 

By  Raymond  Bonner 
Knopf  •  286pp  •  $24 

ENDANGERING  SPECII 


■  f  you've  ever  contributed  to  wil 
I  conservation.  At  the  Hand  of  Mi 
SB  a  must  read.  Written  by  former 
York  Times  reporter  Raymond  Boi 
this  provocative  book  goes  inside 
boardrooms  of  the  world's  most  pow 
conservation  groups.  The  pictur 
paints  isn't  pretty.  Bonner  contends 
some  groups'  policies  are  influe: 
more  by  the  need  for  high-profile  f 
raising  campaigns  than  by  the  intei 
of  the  animals  they  claim  to  protec 

Bonner's  key  example  is  the  dec 
by  such  groups  as  the  World  Wil 
Fund  and  the  African  Wildlife  Fou 
tion  (awf)  to  support  a  ban  on  r 
trading.  He  claims  the  groups  caved 
public  pressure,  in  part  because  the 
proved  a  successful  fund-raising  toe 
1988,  when  the  awf  launched  its  Yei 
the  Elephant  campaign  to  stop  elep 
"slaughter,"  for  instance,  money  flc 
in.  But  Bonner  maintains  the  ban 
not  necessarily  the  best  choice  for  A 
or  its  elephants.  Indeed,  some  coun 
have  found  culling  herds  an  effet 
way  to  protect  elephant  population: 
cause  it  stops  rampant  poaching. 

Through  this  example,  Bonner 
to  the  heart  of  one  of  the  toughest 
servation  dilemmas— how  best  to 
tect  wildlife.  He  argues  that  it  is  si 
times  good  to  allow  hunting  and 
commercial  use,  so  that  local  peopk 
motivated  to  protect  animals. 

This  argument  runs  counter  to 
views  of  some  Western  conservi 
groups.  And  that,  Bonner  says,  is 
challenge  they  face.  If  such  orga 
tions  want  to  protect  African  will 
they  must  let  Africans  manage  1 
own  resources.  That  means  donors 
understand  that  some  elephants 
have  to  die  if  the  species  is  to  be  si 
BY  MARY  BETH  RE 
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EXPERTS   

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
THAN  T.  ROWE  PRICE. 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
pioneer  in  foreign  investing,  helps  you  take  advantage  of  these  benefits.  We  offer  eight  no-load 
international  stock  and  bond  funds, 


including  the  International  Stock  Fund, 
which  is  one  of  the  oldest  and  largest 
international  funds  in  the  country. 

Experience  and  expertise.  More  than 

a  decade  ago,  we  teamed  with  Britain's 
century-old  Robert  Fleming  Holdings,  Ltd., 
to  form  Rowe  Price-Fleming,  adviser  to  our 
international  funds.  As  one  of  America's 
largest  managers  of  no-load  international 
mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price- 
Fleming  has  the  extensive  resources  needed 
to  identify  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  international 
investing  reports  discuss  factors  you  should 
consider  when  investing  overseas,  including 
currency  fluctuations  and  other  special  risks. 
Along  with  the  prospectus,  these  reports 
can  help  you  choose  the  fund(s)  best  suited 
to  meet  your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for  IRAs). 
No  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

International 
Stock 

Large  companies 
outside  the  U.S. 

European 
Stock 

European  companies 

Japan 

Japanese  companies 

Aggressive 
Growth 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Companies  in  Asia 
and  the  Pacific  Basin, 
outside  Japan 

Income 

Short-Term 

Global 

Income 

High-quality  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quality  foreign 
corporate  and 
government  bonds 

Global  Bond 

oVc«^Vnvestin£ 


Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-8467 


Invest  With  Confidence 

TRoweRrice 
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stment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  There  is  no  guarantee 
the  funds  will  achieve  their  objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 

owe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


LAST  YEAR,  IT  TOOK  US  NEARLY 

FOUR  MILLION  CALLS 
TO  GET  THREE  GREAT  DATES. 


sap. 


'4r,OAf 


SOFTWARE 
MAGAZINE 

Your  invitation  \ 
Sentry  Ma  rke 
Research  Servit 


and  Support  Awar, 


Some  time  back,  Microsoft 
iged  to  provide  the  best  technical 
port  in  the  software  industry. 
So  how 're  we  doing? 
Pretty  well  so  far,  according  to 
Software  Support  Professionals 
ociation.  We  won  their  coveted 
Jl  Award  for  the  highest  qual- 


ity support  in  the  software  industry. 

Software  Magazine  gave  us 
top  honors  in  service  and  support. 

And  Macworld  (or  we  should 
say,  their  subscribers)  voted  us  win- 
ner of  the  World  Class  Award  for 
best  customer  support  in  the  soft- 
ware category. 


Obviously,  results  like  these 
didn't  come  overnight.  It  took  a  lot 
of  work.  And  we  know  it'll  take 
just  as  much  in  years  to  come.  But 
that's  okay,  we  had  a  great  time. 


Making  it  easier 


©  199i  Microsoft  Corporarion.  All  tights  reserved.  Primed  in  rhe  Unned  States  of  America;  Microsoft  is  .1  registered  trademark  of  Microsoft  Corporation. 


Economic  Viewpoint 


INFLATION:  DON'T  PUSH 
THE  PANIC  BUTTON 


BY  RUDI  DORNBUSCH 


Despite  a  recent 
jump  in  prices,  the 
Fed  must  keep  its 
cool:  Higher  interest 
rates  now  would 
wreck  the  economy. 
Besides,  Clinton's 
plan  to  trim  the 
deficit  will  do  more 
than  tight  money  to 
keep  inflation  at  bay 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 
INSTITUTE  OF  TECHNOLOGY 


The  walloping  inflation  in  April— 5%  at  an 
annual  rate— caught  everybody  by  sur- 
prise and  renewed  inflation  fears  when  it 
was  released  on  May  13.  A  falling  dollar  and 
soaring  gold  prices  have  helped  round  out  the 
all-too-familiar  picture  of  the  late  stage  of  a  re- 
covery with  imminent  tightening  by  the  Fed. 
Will  the  other  shoe  drop  when  the  May  infla- 
tion number  comes  out?  A  low  rate,  as  in 
March,  will  support  the  view  that  the  economy 
is  far  too  weak  to  generate  increasing  inflation. 
A  high  number  will  take  a  toll  on  the  bond 
and  stock  markets,  even  before  the  Fed  makes 
any  move. 

Caught  between  inflation  jitters  and  White 
House  leadership  slippage,  the  U.  S.  economy 
has  come  to  a  crossroads.  Things  could  go 
badly  wrong.  If  the  inflation  hawks  at  the 
Fed  carry  the  vote,  interest-rate  hikes  will 
stop  the  recovery,  and  unemployment  will  be 
pushed  up:  Any  thought  of  budget-cutting  will 
have  to  be  put  off  until  further  notice.  Even 
without  further  bad  inflation  news,  lack  of 
leadership  means  the  budget  cuts  won't  come, 
and  severe  financial  instability  could  be  on 
the  horizon. 

Fortunately,  the  inflation  scare  is  unfounded, 
the  Fed  hawks  are  in  the  minority,  and  the 
President  is  moving  to  the  center  to  counter 
his  low  approval  rating.  A  conservative  Pres- 
ident and  a  liberal  Fed  would  be  just  the  right 
mix  to  get  sensible  budget  cuts,  low  interest 
rates,  no  inflation  risk,  and  steady  growth. 
safety  zone.  Over  the  past  decade,  inflation 
has  averaged  3.8%— and  in  the  past  12  months, 
the  rate  has  been  only  3.2%.  Even  so,  burned 
by  the  experience  of  the  1970s,  Americans 
have  inflation  fears  in  their  bones.  But  a  sober 
assessment  of  the  sources  of  inflation  sup- 
ports the  view  that  we  are  nowhere  near  the 
danger  zone:  In  a  world  economy  with  consid- 
erable slack,  commodity  prices  will  rise  only 
moderately.  Oil  prices,  in  particular,  have  no 
realistic  upside  potential.  The  labor  market  is 
soft  because  the  U.  S.  recovery  has  been  virtu- 
ally jobless.  And  where  wages  have  risen, 
productivity  increases  have  been  even  higher. 
Capacity  utilization  has  increased  along  with 
output,  but  capacity  slack  remains  substan- 
tial. Although  inflation  normally  accelerates 
in  the  second  year  of  recovery,  this  recovery 
has  been  moving  at  half  speed.  That  strongly 
suggests  that  we  have  some  time  yet  before 
inflation  becomes  a  problem. 

Without  far  more  convincing  and  persistent 
signs  of  inflation,  the  Fed  would  commit  a 
grave  error  if  it  raised  rates  and  pushed  the 
economy  back  to  the  edge  of  recession.  At 
this  stage  of  the  recovery,  higher  rates  would 
be  certain  to  snuff  out  growth,  and  there  is  no 


doubt  that  it  would  be  doubly  difficult  to  s 
another  recovery.  We  are  barely  out  of 
last  recession,  and  nobody— politicians,  w 
ers,  or  businessmen— has  the  stomach  for 
other  setback  to  the  economy. 

Moreover,  the  President's  proposed  cut 
the  budget  deficit  provide  a  far  better  wa 
check  any  overheating  than  would  be  gai 
from  a  premature  end  to  growth  as  a  resu 
tight  money  and  high  real  interest  rates 
fact,  budget  cuts  are  a  panacea  for  man; 
our  woes:  Short-term  interest  rates  can  i 
low,  and  long-term  rates  will  come  down, 
nancial  fragility  will  lessen,  and  investn 
will  rise.  If  the  Fed  overreacts  now,  we're 
going  to  reach  that  promised  land. 
saving  face.  The  benign  scenario  of  tir 
budget  cuts  to  prevent  a  resurgence  of  ii 
tion  places  a  responsibility  on  the  Adm 
tration  and  on  Congress.  Only  a  decisive, 
ly  budget  program  can  give  the  assuranc 
capital  markets  and  the  Federal  Reserve 
they  can  stay  the  course,  hold  down  r£ 
and  let  recovery  go  forward.  The  Presidf 
recent  shifts  toward  the  center— the  app< 
ment  of  David  Gergen  to  be  a  top  advise: 
the  style  as  well  as  the  substance  of  policy, 
budget  compromises  that  shift  the  mix 
ward  spending  cuts  and  away  from  taxat 
and  the  postponement  of  minimum-w 
hikes— all  suggest  that  Clinton  recognizes 
without  the  budget  cuts,  his  Presidency 
unravel. 

Congress,  too,  has  a  lot  at  stake.  A  mic 
of-the-road  budget  package  is  the  best 
anyone  can  expect.  Republicans  want  n 
spending  cuts,  but  the  Democrats  don't.  D< 
crats  would  like  to  see  more  taxation,  but 
Republicans  would  not.  The  budget  com 
mise  now  emerging  promises  to  permit  ev 
body  to  save  face  and  get  the  job  done, 
surely  can't  spend  another  decade  in  si 
mate,  with  low  investment  and  declining 
nomic  and  social  performance. 

The  Fed  has  its  work  cut  out  for  it 
well:  It  must  create  the  right  macroeconc 
environment  for  budget  cuts.  Adventurer 
the  Fed  who  indulge  in  inflation  phobia  i 
think  this  is  an  auspicious  time  to  revive  re 
sion.  Chairman  Alan  Greenspan  wisely  k( 
quiet,  since  he  bears  the  responsibility 
making  things  work  out.  For  a  decade, 
Fed  has  argued  that  budget  cuts  are  ine^ 
ble— and  when  they  come,  the  Fed  wil 
there  to  soften  the  fall  with  appropria 
easy  money.  Greenspan  can  be  relied  oi 
hold  up  his  part  of  the  deal.  He  is  right  nc 
be  rushed  into  monetary  ease  by  budget 
that  haven't  happened  yet,  and  not  to  tigl 
on  the  mere  suspicion  of  inflation. 
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ECONOMIC  VIE\ 


Being  torn  a  pari 
by  wild  animals. 


Being  boiled 
alive  in  acid. 


Talking  about 

DISABILITY  INSURANCE. 


(Most  people  would  choose  the  first  two 
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Okay,  so  it's  not  like  any  of  us  wants  to  think 
about  becoming  disabled.  And  yet,  there's  a  one- 
in-four  chance  we'll  suffer  some  sort  of  disability 
in  our  lifetime.  One-in-four.  Hard  to  fathom,  we 
know.  But  true  nonetheless. 
So,  let 's  talk. 

Obviously  we're  in  the  disability  insurance 
business.  He  are,  in  all  modesty,  the  industry 
leader.  And  if  experience  has  taught  us  anything, 
it's  that  leadership  is  more  than  just  providing  a 
handful  of  policies  and  a  promise  to  be  there. 

It's  tailoring  coverage  to  fit  people's  lives,  with 
individual  and  group  plans.  It's  giving  someone 
with  a  disability  back  his  or  her  self-respect 
through  rehabilitation.  It's  preventing  a  disability 
from  ever  happening  through  risk  management 
and  workplace  analysis.  It's  making  the  transition 
from  short-term  to  long-term  coverage  seamless  so 
that  nothing  goes  askew.  Ayid  it's  pioneering  even 
newer  approaches  to  long  term  care  to  better  meet 
the  demands  of  an  aging  population. 

hi  short,  it's  taking  the  long  view  by  making 
sure  every  conceivable  aspect  of  a  disability  plan 
is  taken  care  of.  Why  go  so  far?  Remember  that 
one-in-four  statistic  we  mentioned 
earlier?  Well,  it  happens  to 
people  who  work  in  insurance 
companies,  too. 


Here's  to  a  long  life. 


JNUM 

We  see  farther. 


m 


We  invite  you  to  contact  your  broker  for  more  information. 
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conomic  Trends 


BY  GENE  KORETZ 


TINY  EMPLOYERS 
WEIGH  SOME 
BIG  HIRING  PLANS 


When  Dun  &  Bradstreet  Corp.  re- 
ported a  year  ago  that  its  annual 
survey  of  5,000  U.  S.  businesses  indicat- 
ed the  nation  would  add  1.9  million  jobs 
in  1992,  the  number  seemed  wildly  opti- 
mistic. As  it  happens,  payroll  job  growth 
late  in  the  year  proved  unexpectedly 
robust,  with  the  Labor  Dept.'s  monthly 
canvass  of  households  showing  job  gains 
of  1.6  million.  "We  were  closer  to  the 
mark  than  many  experts  expected,"  says 
D&B  economist  Joseph  W.  Duncan. 

D&B's  recently  released  1993  survey  is 
even  more  bullish— projecting  a  net  in- 
crease of  some  2.1  million  jobs.  Since 
employment  growth  so  far  in  1993  is 
running  above  that  pace,  Duncan  thinks 
"job  gains  this  year  could  well  exceed 
our  projections  by  a  healthy  margin." 

The  survey's  most  striking  result  con- 
cerns businesses  with  fewer  than  20 
workers.  Such  tiny  outfits  account  for 
57%  of  this  year's  expected  job  growth, 
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with  another  23%  projected  by  compa- 
nies with  20  to  99  employees  (chart). 

Meanwhile,  the  wave  of  downsizing 
in  the  nation's  largest  companies  is  con- 
tinuing. Only  12%  of  companies  with 
25,000  or  more  employees  expect  to  add 
jobs,  while  36%  anticipate  layoffs.  Al- 
though the  net  loss  expected  by  these 
giants  is  small,  Duncan  notes  that  in  re- 
cent years  they  have  tended  to  shed  far 
more  workers  than  projected. 

A  new  study  of  job  gains  from  1987 
through  the  end  of  1991— a  period  span- 
ning the  last  business  cycle  peak,  the 
recession,  and  the  first  three  quarters  of 
the  current  recovery— highlights  a  simi- 


lar pattern.  Economist  David  Birch  of 
Cognetics  Inc.,  an  economics  research 
firm,  reports  that  jobs  in  companies  with 
more  than  5,000  employees  shrank  by 
2.4  million  during  this  period,  while  em- 
ployment soared  by  4.4  million  in  outfits 
with  fewer  than  20  workers,  and  by  an- 
other 1.4  million  in  businesses  with  20  to 

99  workers. 

The  Cognetics  study  also  indicates 
that  smaller  companies  with  fewer  than 

100  workers  added  more  relatively  high- 
wage  jobs  (those  within  the  upper  third 
of  the  wage  spectrum)  than  low- wage 
jobs  (those  within  the  lower  third). 

Such  findings,  says  Birch,  "belie  the 
notion  that  small  companies  create  only 
low-paying  jobs  and  that  we  are  becom- 
ing a  nation  of  hamburger  flippers." 


EUROPE'S  WORK  FORCE 
ISN'T  MOVING 
WITH  THE  MONEY 


Economists  at  Oxford  Economic  Fore- 
casting Ltd.  have  resurrected  the 
term  "Eurosclerosis"  to  characterize  Eu- 
rope's current  economic  woes.  They 
argue  that  even  a  sharp  drop  in  interest 
rates  in  Germany  and  other  members 
of  the  exchange-rate  mechanism  (ERM)  is 
unlikely  to  reduce  the  high  unemploy- 
ment now  endemic  on  the  Continent. 

The  reason  is  not  simply  excessive 
European  factory  wages,  which  in  dollar 
terms  now  often  exceed  pay  scales  in 
both  the  U.  S.  and  Japan.  Exacerbating 
the  wage  cost  problem  is  labor  inflexibil- 
ity, as  exemplified  by  the  lack  of  worker 
mobility.  Whereas  both  U.  S.  and  Japa- 
nese workers  tend  to  move  to  areas 
where  jobs  are  available,  Europeans  are 
far  more  likely  to  stay  put,  even  within 
their  own  national  boundaries. 

In  1987,  for  example,  2.8%  of  the  U.  S. 
population  and  2.6%  of  Japanese  moved 
to  other  regions  within  their  nations, 
according  to  the  consulting  firm.  By  con- 
trast, the  percentage  moving  within 
Italy,  Germany,  England,  and  France 
ranged  from  0.5%  to  1.3%.  While  cultural 
factors  play  a  part  in  inhibiting  mobility, 
so  does  the  high  cost  of  acquiring  a  new 
residence.  Oxford  analysts  calculate  that 
the  total  cost  of  buying  and  selling  a 
house,  including  taxes,  legal  fees,  and 
brokerage  commissions,  averages  about 
13.5%  of  the  selling  price  in  Western 
Europe,  compared  with  9%  in  the  U.  S. 
and  only  5%  in  Japan. 

Unfortunately,  while  European  labor 
is  still  relatively  inflexible,  European 
business  is  not.  At  a  time  of  increasing 
capital  mobility,  says  the  consulting  firm, 
impediments  to  labor  mobility  can  only 
worsen  the  problem  of  unemployment. 


PLUCKING  THE  RICH 
MAY  CLIP  THE  WINGS  C 
SMALL  ENTREPRENEUR 


President  Clinton's  proposed  tax 
on  high-income  individuals  won' 
hance  the  job-creating  role  of  small 
ness,  warns  economist  David  D. 
of  Kemper  Securities  Inc.  He  notes 
20%  to  25%  of  high-income  taxpa 
earnings  come  from  small  business 
Taxpayers  with  incomes  of  more 
$200,000  in  1990,  for  example,  garr 
$69.3  billion  in  income  from  small 
nesses  organized  under  Subchapter 
the  tax  code  and  an  additional  $25. 
lion  in  professional  and  unincorpoi 
business  income  listed  in  Schedule 
income  tax  forms.  Such  business  in 
far  exceeds  the  same  group's  rec 
of  $25.5  billion  and  $39.3  billion  ii 
form  of  dividends  and  taxable  inte: 
"Despite  populist  myths,"  says  [ 
"high-income  Americans  are  not  : 
coupon  clippers."  Many  are  activ< 
trepreneurs  whose  wings  will  be  cli 
by  what  may  be  the  biggest  margin 
come  tax  rate  hike  since  the  early 


BUSINESS  IS  GETTING 
MORE  BANG  FOR 
THE  DEPRECIATION  BU< 


Back  in  the  early  1980s,  U.S. 
nesses  reaped  a  cash-flow  bor 
after  the  1981  tax  act  introduced  aci 
ated  depreciation.  The  new  schec 
allowed  companies  to  depreciate 
capital  equipment  faster  than  the  se 
lives  of  such  machinery,  and  the  r< 
ing  cash  surge  touched  off  an  in 
ment  boom  when  the  economy  ti 
up  after  the  1981-82  recession.  Bu 
game  stopped  when  the  1986  tax  re 
act  eliminated  accelerated  deprecu 
Now,  however,  a  similar  trei 
emerging.  The  Commerce  Dept.  re 
that  depreciation  allowances  in  the 
quarter  exceeded  the  cost  of  repl 
actual  wear  and  tear  of  equipmei 
some  $50  billion  at  an  annual  rate 
reason,  explains  economist  Bruce  ' 
berg  of  Merrill  Lynch  &  Co.,  is 
equipment  currently  in  use  cost 
more  than  new  equipment  now  i 
able,  as  the  prices  of  computers 
other  technology  have  plunged  by 
ly  10%  over  the  past  year. 

In  sum,  companies  are  finding 
can  use  their  depreciation  allowanc 
buy  more  equipment  than  before, 
that's  a  big  reason  why  capital  spe 
continues  to  lead  the  economy. 


If  you're  convinced 
money  cant  buy  happiness. . . 
consider  leasing  it. 

Leasing  a  Buick  Park  Avenue  Enjoy  all  the  quality,  safety  and 

can  be  a  happy  alternative  to  luxury  of  the  stylish  Park 


buying.  Leasing     |  1  Avenue  without  the 

Park  Avenue:  $389/mo.* 


conserves  your 
capital  and  reduces 


30  mos.,  $2, 125  down. 


burden  of  high 
monthly  payments. 


your  up-front  expenses.  And  the       For  information  about  the  Buick 
attractive  monthly  payments  Park  Avenue,  call  1-800-4A-BUICK. 

available  right  now  make  this  For  information  on  a  Park  Avenue 

Park  Avenue  as  comfortable  f*\   Luxury  Lease,  see  your  Buick 

to  lease  as  it  is  to  drive.  V^^y     ^ea'er  todav- 

BUICK' 

The  New  Symbol  For  Quality 
In  America. 
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LljBuckle  up.  America!  ©  1993  GM  Corp.  All  rights  reserved  Park  Avenue  is  a  registered  trademark  of  CM  Corp.  •*« 
"Total  amount  due  at  lease  signing  of  $2,939  includes  $425  refundable  security  deposit.  Tax,  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  slock 
by  June  30,  1993.  GMAC  must  approve  lease.  Example  based  on  '93  Park  Avenue  with  SD  package  with  an  MSRP  of  $28,576,  including  destination  charge.  Total  of  30  monthly 
payments  is  $11,656.20  Option  to  purchase  at  lease  end  for  $16,345.  Mileage  charge  of  15  cents  per  mile  over  30.000  miles.  Lessee  pays  for  excessive  wear  and  use.  See  yc-ur 
participating  dealer  for  qualification  details.  Manufacturer's  rebate  not  available  under  this  program.  Payments  may  be  slightly  higher  in  Calif.,  N.Y.,  Va.,  Tex..  Ala.  and  Ark. 


"We  Make  Our  Solutions  Fit  The 
Client's  Needs,  Not  Vice  Versa. 
Clients  Appreciate  This  Novel  Concept." 


Each  client's  needs  are  different,  and  the  solutions 
to  problems  have  very  close  tolerances.  The  key  is  to 
know  your  client  and  to  be  able  to  fine-tune  your  structures 
to  the  precise  fit  that's  required. 

Shaping  our  solutions  to  fit  the  client's  needs  is 


part  of  building  relationships  that  work  to  maximum 
that  last,  that  are  mutually  valuable. 

That's  what  we  do  at  Chemical.  We  know  h 
structure  the  right  solution  the  first  time,  in  a  spirit  cj 
teamwork.  Because  we  can  do  this  repeatedly  across  q 


Chemical 


f  needs,  our  clients  can  have  the  land  of  multi- 
relationship  they  prefer. 

Our  broad-based  approach  produces  results.  For 
t,  Chemical  has  leadership  positions  in  loan 
ions,  trading,  treasury,  corporate  finance,  capital 


markets  and  operating  services  worldwide.  And  at  a 

time  when  others  have  retreated  from  international  arenas, 

Chemical  has  a  global  network  across  35  countries. 

Get  to  know  Chemical,  and  what  we  can  do  for 
you.  You'll  find  the  fit  precise. 

Expect  more  from  us; 


1993  Chemical  Banking  Corporation 
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American  Business 


Thr  Business  Week  Symposium  of  Chief  Executive  i  Mlicers 

The  Willard  Hotel,  Washington,  D.C.,  October  20th  -  22nd,  1993 

For  the  sixth  consecutive  year,  Business  Week  is  proud  to  present  the  most  prestigious  executive  gathering  in  corporate 
America.  The  Business  Week  Symposium  of  Cliief  Executive  Officers,  an  invitation-only  gathering  of  this  country's 
leadership  elite.  Each  year,  a  select  group  of  CEOs  meet  to  confront  new  challenges  of  industry  and  state. 

As  in  past  years,  this  conference  presents  a  rare  sponsorship  opportunity  -  a  chance  to  be  a  participant  in  corporate  history  as 
it's  being  made.  The  CEOs  will  trade  their  insights  on  a  dramatic  agenda  of  critical  issues,  including  The  Transformation  of 
Corporate  Structures,  Managing  the  Creative  Corporate  Culture  and  The  Education  Deficit. 

The  Business  Week  Symposium  of  Cluef  Executive  Officers.  This  is  what  American  Business  is  coming  to. 
Speakers  will  include: 


George  B.  Bennett 
Chairman  and  CEO 
Symmetrix,  Inc. 


Paul  Fireman 

Chairman  and  CEO 
Reebok 


Robert  [).  Kennedy 

Chairman  and  CEO 
I  man  Carbide 
Corporation 


Dana  Mead           Eckhard  Pfeiffer  Bert  C.  Roberts,  Jr. 

President                President  and  CEO  Chairman  and  CEO 

Tenneco                 Cant/ma  Cmnfmtrr  MCI  Cnmmnnicntions 

( Corporation  Corporation 


Presented  in  association  with: 

Compaq  Computer  Corporation  •  MCI  Communications  Corporation  •  Symmetrix,  Inc. 

A  limited  numlierof  additional  stxjnsorship  positions  are  available. 
Call:  William  H.  DeGraff,  Director  of  Sales,  Business  Week  Strategic  Programs,  212.512.6012. 
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IDDENLY,  THE  JOB  ENGINE 
PURRING 


SECOND  LOOK, 
S  LOOK  BETTER 
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you  still  think  the  economy  is  jobless  and  reces- 
Dn-prone,  it's  time  to  wake  up  and  smell  the  data, 
le  invigorating  aroma  of  the  May  employment  report 
ought  to  be  enough  to  change  your  mind, 
i.  businesses  added  209,000  workers  to  their  payrolls 
y,  following  a  216,000  increase  in  April.  The  economy 
i  posted  back-to-back  job  gains  of  that  size  in  more 
,hree  years.  The  unemployment  rate  dipped  from  7% 
ril  to  6.9%  in  May,  the  lowest  in  a  year  and  half, 
he  workweek  jumped  from  34.4  hours  to  34.8  hour's, 
ngest  in  four  years. 

Still  skeptical?  Consider  this: 
The  Labor  Dept.'s  annual  revi- 
sions show  that  the  economy 
generated  336,000  more  jobs 
from  April,  1992,  to  February, 
1993,  than  previously  reported 
(chart).  In  the  aggregate,  pay- 
roll employment  has  now  recov- 
ered all  of  its  recession  losses. 

The  job  data  force  a  sea 
change  of  attitudes  about 
prospects  for  economic  growth 
second  quarter— and  beyond.  After  a  dismal  0.9% 
ce  in  first-quarter  real  gross  domestic  product,  the 
and  May  gains  in  employment  and  the  workweek 
•nsistent  with  real  GDP  growth  of  at  least  3%. 
act,  so  far  in  1993,  job  gains  are  averaging  182,000  a 
,  up  substantially  from  104,000  a  month  during  the 
1  half  of  1992.  Although  job  growth  remains  below 
f  a  typical  expansion,  it  is  strong  enough  to  suggest 
he  economy  is  able  to  sustain  a  3%  growth  trend 
di  yearend  (page  124). 

>MES       That's  mainly  because  the  job  numbers 
UP,        are  especially  encouraging  for  consumer 
$0  IS     spending— some  two-thirds  of  GDP.  More 
IDING      jobg  an(j  hours  mean  that  household  in- 
are  growing  much  faster  than  previously  thought 
lat  savings  are  much  higher.  That  explains  why 
ners  have  been  increasingly  willing  to  take  on  more 
nent  debt  in  recent  months, 
in  the  drop  in  long-term  interest  rates  last  winter, 
will  continue  to  bolster  the  economy  in  the  coming 
s,  and  it  is  easy  to  be  upbeat  about  prospects  for 
>f  homes,  cars,  and  big-ticket  consumer  items  gen- 
Already,  April  home  buying  surged  by  22.7%  to  the 
t  level  in  seven  years,  and  sales  of  automobiles 
ht  trucks  cruised  into  May  at  an  annual  rate  of  12.1 
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million,  the  strongest  pace  in  more  than  three  years. 

The  most  compelling  sign  that  the  economy  is  a  lot 
sturdier  than  the  weather-beaten  first-quarter  data  had 
suggested  comes  from  the  second-quarter  surge  in  ag- 
gregate hours  worked.  That's  the  combined  measure  of 
jobs  and  the  workweek,  which  is  a  good— but  not  perfect- 
indicator  of  real  GDP  growth.  Through  May,  overall  work 
time  was  rising  at  an  annual  rate  of  4.6%  from  the  first- 
quarter  level  (chart).  If  sustained,  that  would  be  the 
largest  quarterly  increase  in  nine  years. 

The  biggest  job  gainers  in 
May  were  construction  and  ser- 
vices. Builders  took  on  67,000 
new  hires  in  May,  the  most  in 
any  month  in  nearly  S'A  years. 
More  jobs  seem  likely  this  sum- 
mer as  home  construction  warms 
up  with  the  weather. 

Within  the  service-producing 
sector,  the  services  industry 
added  on  126,000  new  workers 
in  May.  So  far  this  year,  services 
have  contributed  60%  of  the  growth  in  nonfarm  employ- 
ment, although  they  are  only  one-quarter  of  the  total. 
The  bulk  of  the  new  slots  have  come  from  business, 
health,  and  personal  services.  Some  argue  that  these  are 
low-wage,  dead-end  jobs,  but  in  May  the  average  hourly 
wage  in  services  stood  at  $10.81,  not  much  below  $11.72  in 
manufacturing. 

FACTORIES  The  only  downer  in  the  May  employment 
MAY  START  report  was  continued  evidence  that  man- 
HIRING  BY  ufacturers  are  still  loath  to  expand  their 
SUMMER  payrolls.  Indeed,  factories  shed  39,000 
workers  last  month  on  top  of  the  75,000  they  let  go  in 
April  and  the  19,000  released  in  March.  Manufacturers  are 
the  victims  of  two  long-term  trends:  defense  cuts  and 
rising  import  penetration. 

And  in  the  short  run,  a  mini-inventory  correction  is  also 
depressing  orders  and  output.  The  ratio  of  factory  in- 
ventories to  shipments  jumped  to  1.49  in  April  from  1.46 
in  March,  mainly  reflecting  a  1.5%  drop  in  shipments. 
Factory  demand  softened  at  the  beginning  of  the  second 
quarter,  because  many  retail  goods  went  unsold  during  the 
winter  storms  in  March. 

However,  the  outlook  for  both  manufacturing  output 
and  employment  this  summer  looks  brighter.  Despite  the 
recent  job  losses,  the  manufacturing  workweek  in  May  re- 
mained at  41.5  hours— a  26-year  high.  Factory  overtime 
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held  at  4.2  hours— a  postwar  record.  With  consumer  de- 
mand bouncing  back  at  a  time  when  existing  employees  al- 
ready are  working  full  tilt,  manufacturers  may  have  no 
choice  but  to  add  to  their  payrolls. 

That's  especially  true  in  the  auto  industry.  Carmakers 
have  accounted  for  one-quarter  of  the  133,000  manufac- 
turing jobs  lost  since  February.  But  with  sales  humming 
and  Detroit  heading  into  the  third  quarter  with  an  ambi- 
tious production  schedule,  many  of  those  laid-off  workers 
are  likely  to  be  called  back. 

|  HOUSEHOLD    In  addition  to  the  refreshing  redolence  of 
I  FIHAHCES       more  jobs,  consumers  are  also  inhaling 
LOOK  the  sweet  smell  of  extra  cash.  The  re- 

I  BETTER  cenj-  Upturn  in  hourly  and  weekly  pay  is 
giving  households  the  wherewithal  to  keep  spending 
(chart).  In  addition,  better  income  growth,  along  with 
the  flood  of  mortgage  refinancings  over  the  past  VA  years, 
has  improved  the  financial  footing  of  many  consumers. 

The  average  hourly  wage  in 
the  nonfarm  sector  increased  by 
0.6%  in  May,  to  $10.83.  Since  hit- 
ting bottom  in  mid- 1992,  wage 
growth  is  definitely  on  an  up- 
ward trajectory.  Hourly  pay  has 
risen  by  2.8%  over  the  past  12 
months,  compared  with  a  2.3% 
advance  in  the  preceding  year. 

But  while  the  pickup  in  pay 
is  putting  more  money  in  con- 
sumers' pockets,  it  shouldn't 
touch  off  any  inflation  alarms.  That's  because  gains  in 
productivity  are  offsetting  some  of  the  increase  in  wages. 
As  long  as  unit  labor  costs  remain  low— and  businesses' 
drive  to  increase  efficiency  makes  that  seem  likely— then 
a  slight  pickup  in  wage  growth  will  result  in  little,  if 
any,  cost-push  pressure  on  inflation. 

The  increase  in  hourly  pay,  coupled  with  the  longer 
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CREDIT  COMES  Bi 
WITH  A  VENGEAI 

755 1  ■  

INSTALLMENT  DEBT 
OUTSTANDING 


workweek,  caused  a  huge  1.7%  jump  in  the  average  w 
ly  paycheck.  Weekly  earnings  are  rising  at  an  an 
rate  of  4.7%  so  far  in  the  second  quarter— the  fas 
quarterly  pace  in  two  years.  Stronger  income  growth 
big  reason  why  real  consumer  spending  is  on  tracl 
grow  at  a  healthy  clip  of  about  3%  this  quarter,  follo\ 
its  disappointing  1.2%  parr  in  the  first  period. 

The  better  income  picture  also  explains  why  consur 
are  once  again  pulling  out  their  plastic  and  saying  "chi 
it."  After  being  taboo  for  two  years,  borrowing  i 
vogue  again.  Consumer  installment  debt  grew  by  a  li 
$2.3  billion  in  April,  after  an  even  stronger  $3  bi 
gain  in  March.  Revolving  debt,  which  includes  cr 
cards,  is  leading  the  new  borrowing  binge. 

Installment  debt  had  dipped 
to  a  two-year  low  last  August 
as  economic  uncertainties,  mainly 
job  worries,  caused  consumers 
to  put  away  their  credit  cards 
and  postpone  purchases  of  big- 
ticket  items.  Since  then,  though, 
credit  outstanding  has  ballooned 
by  some  $23.5  billion,  to  $754  bil- 
lion (chart). 

Will  all  this  new  debt  sour  the 
outlook?  No.  The  increase  in  bor- 
rowing has  been  more  than  matched  by  income  gro^ 
Installment  debt  as  a  percent  of  disposable  income 
stayed  at  16.3%  to  16.5%  for  a  year  now.  That's  d 
sharply  from  the  ratio's  peak  of  18.8%  in  1989,  an 
suggests  that  heavy  debt  is  less  of  a  squeeze  on  house 
budgets. 

With  the  upturn  into  its  third  year,  consumers 
businesses  clearly  need  some  energized  data  to  si 
away  the  perception  that  this  economy  is  flagging.  The 
est  readings  from  the  labor  markets  should  provide 
necessary  jolt.  In  the  world  of  economic  brews,  the  j 
employment  report  was  anything  but  decaf. 
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THE  WEEK  AHEAD 


BUSINESS  INVENTORIES 


Monday,  June  14,  10  cum. 
Inventories  held  by  manufacturers,  re- 
tailers, and  wholesalers  probably  rose 
by  0.2%  in  April,  after  a  0.8%  jump  in 
March,  according  to  the  median  forecast 
of  economists  polled  by  McGraw-Hill 
Inc.'s  MMS  International.  However,  the 
April  surge  in  retail  sales  suggests  that 
store  inventories  may  have  been  cleared 
out  a  bit  in  April.  If  so,  total  business  in- 
ventories may  have  been  unchanged  for 
the  month. 

CONSUMER  PRICE  INDEX  

Tuesday,  June  15,  8:30  cum. 

The  MMs  forecast  is  that  the  consumer 

price  index  in  May  increased  by  0.2% 


for  all  items  and  when  food  and  energy 
are  excluded.  That  would  follow  trou- 
bling 0.4%  jumps  in  each  of  the  price  in- 
dexes in  April.  The  modest  advance  pro- 
jected for  May  suggests  a  reprieve  from 
any  monetary  tightening  by  the  infla- 
tion-wary Federal  Reserve.  Another 
jump  in  the  CPI  of  0.4%,  however,  would 
make  a  Fed  move  all  but  inevitable. 

HOUSING  STARTS  

Wednesday,  June  16,  8:30  a.m. 
Housing  starts  probably  rose  to  an  an- 
nual rate  of  1.26  million  in  May,  from 
1.21  million  in  April.  A  strong  22.7%  ad- 
vance in  new-home  sales  in  April,  plus 
better  weather,  likely  boosted  home- 
building  last  month.  Housing  should  con- 
tinue on  an  uptrend  this  summer. 


INDUSTRIAL  PRODUCTION 

Wednesday,  June  16,  9:15  a,m. 
Industrial  output  likely  edged  up  by 
0.1%  in  May,  the  same  weak  gain 
April.  Operating  rates  for  all  industi 
May  probably  remained  at  April's  8' 

MERCHANDISE  TRADE  DEFICIT 

Thursday,  June  17,  8:30  cum. 
The  foreign  trade  deficit  probablj 
back  to  $8.7  billion  in  April,  fort 
the  MMS  economists.  That  would  b 
improvement  from  March's  disast 
widening  of  the  deficit  to  $10.2  b 
from  February's  $7.9  billion.  Exp 
which  increased  5.7%  in  March,  pro! 
rose  again  in  April,  while  imports,  v 
jumped  9.8%  in  March,  were  flat. 
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We  want  to  make  our  customers  the  most  satisfied  in  our  industry. 
And  the  most  successful  in  theirs. 


A.t  Integrated  Systems 
Solutions  Corporation,  we 
measure  our  success  by  the 
success  of  others.  We  provide 
information  services  and  solu 
tions  that  help  our  customers 
to  prosper. 

We  make  information  technology  work,  to 
give  you  the  competitive  edge  that  it  should,  fast. 
And  by  allowing  us  to  do  what  we  do  best,  you  can 
focus  on  what  you  do  best,  run  your  business. 

Currently,  we  work  with  2,000  customers  in  over 
fifteen  different  industries  to  provide  the  highest- 
quality  service  and  most  cost-efficient  solutions. 

"Chase  is  committed  to  using  innovative  tech- 
nology to  provide  the  best  customer  service.  We 
went  with  ISSC™  for  our  Regional  Bank  technology 
project  because  they  understand  our  needs  and 
have  the  people  and  products  to  meet  them." 
—Arthur  F.  Ryan,  President  and  COO,  The  Chase 
.  Manhattan  Bant 

"Our  goal  was  to  have  a  state-of-the-art  Managed 
Care  System.  Without  ISSC,  this  would  have  taken 
five  years,  at  extremely  high  risk  and  cost.  With 

1  8     0     0  1 


ISSC,  we  are  doing  it  in  18 
months."—/)/:  John  Petillo. 
President  and  CEO,  Blue  Cross/ 
Blue  Shield  of  New  Jersey. 
"ISSC  leapfrogged  us  to  the 
cutting  edge  two  years  earlier 
than  we  could  have  on  our  own,  while 
conserving  capital.  Now,  that  technology  is 
supporting  our  people  and  serving  our  customers." 
—Jack  Futterman,  President  and  CEO,  Supermarkets 
General. 

ISSCs  services  include  systems  integration  and 
consulting,  voice  and  data  network  management, 
application  development  and  maintenance,  busi- 
ness recovery  services  and  more.  We  have  all  the 
resources  youd  expect  from  a  subsidiary  of  IBM." 

Let  us  show  you  how  you  can  use  information 
technology  as  a  competitive  weapon.  Call  1  800 
USE-ISSC  between  7AM  and  8PM  Eastern  Daylight 
Time.  Were  very  eager  to  start  working  for  you. 
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THE  PRICE 
OF  OPEN  ARMS 

ALIENS  ARE  STRAINING  BUDGETS  AND  TOLERANCE 


On  June  (i,  in  the  dead  of  night,  a 
tramp  steamer  ran  aground  off 
a  New  York  City  beach  with 
nearly  300  illegal  Chinese  immigrants  on 
board.  The  week  before,  a  freighter 
slipped  into  San  Francisco  and  disgorged 
250  Chinese  aliens  at  an  unused  pier 
near  the  Golden  Gate  Bridge.  Last  win- 
ter, as  the  dust  settled  around  the  bomb- 
scarred  World  Trade 
Center  in  New  York,  one 
fact  was  clear:  Uncount- 
able Middle  Easterners 
enter  the  U.  S.  illegal- 
ly— then  disappear. 

More  than  1  million 
immigrants  from  all 
over  the  world  are  set- 
tling in  America  every 
year — and  some  200,000 
of  them  are  coming  in 
with  neither  an  invita- 
tion nor  approval  to 
stay.  That's  partly  be- 
cause the  U.  S.,  unlike 
other  industrialized 
countries,  seeks  to  keep 
an  open  door  for  those 
looking  for  better  oppor- 
tunities or  trying  to  es- 
cape brutalities.  The 
U.  S.  economy,  after  all, 
was  largely  built  by  im- 
migrants. Across  the 
U.  S.,  countless  hotels, 
garment  factories,  and 
restaurants  still  depend 
on  their  labor — both 
skilled  and  unskilled. 
"emergency."  But  is  America's  dedica- 
tion to  the  ideals  of  the  Statue  of  Liber- 
ty and  the  portals  of  Ellis  Island  outdat- 
ed? The  nation  now  faces  the  largest 
immigrant  wave  in  its  history.  And 
across  the  country,  economists,  politi- 
cians, and  some  just  plain  folks  are  wor- 
ried that  the  American  economy  and  its 
culture  are  on  the  verge  of  being 
swamped.  A  major  factor  behind  their 
fears:  Immigrants,  legal  and  not,  are 
posing  huge  costs  on  the  system,  even 


FAKE  GREEN  CARDS:  A 
WAVE  OF  ILLEGALS 


ALMOST  40%  OF 
U.S.  POPULATION 
GROWTH  OVER 
THE  NEXT  DECADE 
WILL  COME  FROM 
IMMIGRANTS 
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while  local  governments  struggle  to 
cope  with  high  unemployment  and 
strained  budgets.  "I  definitely  don't  be- 
lieve the  last  one  in  should  pull  up  the 
gangplank,"  says  Douglas  J.  Besharov, 
a  resident  scholar  at  the  American  En- 
terprise Institute  for  Public  Policy  Re- 
search and  the  son  of  immigrants.  "But 
that  doesn't  mean  we  shouldn't  have  an 
orderly  policy  for  decid- 
ing who  comes  and  who 
doesn't." 

Those  who  risk  life 
and  limb  and  a  lifetime's 
savings  to  come  to  the 
U.  S.  aren't  much  inter- 
ested in  policy.  Take 
"Mei  Yok,"  a  32-year-old 
Malaysian  woman  who 
has  worked  illegally  in 
Manhattan's  garment 
trade  for  more  than  two 
years.  Employers  have 
taken  her  wages,  then 
threatened  her  with  vio- 
lence or  deportment,  she 
says.  But  the  payoff  is 
sweet.  "If  you  take  one 
dollar  back  to  Malaysia, 
it  is  double  the  value," 
she  says.  "You  work 
here  to  earn  U.  S.  dollars 
so  you  can  greatly  im- 
prove your  living  stan- 
dard in  Malaysia.  I  can 
buy  a  house  in  Malaysia 
even  though  I  can't  buy 
one  here." 

Economic  opportunity 
has  long  been  an  inducement  for  immi- 
gration to  the  U.  S.  What  has  stepped  up 
the  flow  is  shifting  politics:  As  capital- 
ism spreads  to  less  developed  countries 
and  former  communist  nations,  it  is 
shaking  people  loose  from  their  tradi- 
tional roots  and  allowing  them  to  leave 
in  order  to  seek  better  opportunities 
abroad.  That  has  produced  a  new  surge 
of  illegal  immigrants  from  China  and 
Russia.  "People  will  give  up  all  their 
worldly  possessions  to  get  here,"  says 


MORE  IMMIGRANTS. 


Seattle  immigration  lawyer  Dan  P.  I|; 
lov.  "My  clients  tell  me,  'I  would  rsh 
live  in  an  American  jail  than  go  ba< 
the  rice  fields  of  China.'  " 

These  new  migrants  are  also  dw 
by  the  well-founded  hope  of  achia 
legal  refugee  status  in  America.  5(1 
1980,  the  U.  S.  has  welcomed  more  » 
1.2  million  refugees,  mainly  from  j)i 
munist  countries.  The  same  legac; 
the  cold  war  now  gives  special  prft 
ence,  first  to  Cubans  and  Vietnaja 
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ILLEGAL  ASIANS  ON 
THE  BEACH 
IN  NEW  YORK 


...MANY  01  THEM  ILLEGAL... 


ESTIMATED  BREAKDOWN  ON  IMMIGRATION  TO  THE  U.S.  IN  1992 
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e  relatives  of  U.S.  citizens;  spouses 
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.ARE  CHANGING  THE  FACE  OF  AMERICA 


1           PATTERNS  OF  PROJECTED  U.S.  POPULATION  GROWTH,  1992-2010 

HISPANIC 

WHITE 

ASIAN  BLACK 

Population  growth 
in  millions 

15.2 

11.1 

8.5  7.6 

Percent  coming 
from  immigration 

38.4% 

28.3  % 

68.0°  13.9% 

Percent  of  total  U.S. 
population  growth* 

•OMITS  AMERICAN  INDIANS 

35. 1% 

25.7% 

19.8°  17.7°° 

DATA  CENSUS  BUREAU 

iow  to  Russians  and  Chinese.  "We 
a  migration  emergency,"  says  one 
nistration  official.  "We're  being  in- 
ed  with  more  refugees  and  those 
might  not  be." 

&yer  burden.  The  price  of  the 
?ency?  In  Los  Angeles  County,  the 
ge  cost  of  providing  health,  wel- 
and  other  noneducation  services  to 
illegal  immigrant  is  about  $440  a 
-about  40%  more  than  the  cost  for 
ist  of  the  population. 


Then  there's  schooling.  Education  rep- 
resents the  best  way  to  integrate  immi- 
grants and  their  children  into  American 
society.  But  the  flood  of  newcomers  is 
putting  enormous  stresses  on  already 
taxed  school  systems.  Public  schools  in 
Dade  County  were  overwhelmed  in  the 
last  school  year  by  some  75,000  non-Eng- 
lish-speaking immigrant  children,  many 
illegal.  That  meant  an  $80  million  bill  for 
special  programs  in  Spanish  and  Creole. 
"We  can't  turn  away  kids  because  of 


their  parent's  problems,  so  we  take 
many  that  are  illegally  here,"  said  Hen- 
ry Fraind,  chief  spokesperson  at  the 
Dade  County  Public  School  System. 
"And  the  American  taxpayer  pays." 

The  taxpayer  is  also  bearing  the  bur- 
den of  other  costs.  The  percentage  of 
immigrants  on  welfare  in  California  rose 
from  about  8.6%  in  1980  to  10.4%  in  1990, 
according  to  George  Borjas,  an  econo- 
mist at  the  University  of  California  at 
San  Diego.  And  at  least  25%  of  the  jail 
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population  in  Southern 
California,  and  perhaps 
much  more,  consists  of 
illegal  aliens,  according 
to  Kenneth  J.  Elwood, 
an  assistant  director  of 
the  INS  in  Los  Angeles. 
"SCUT  work."  In  re- 
sponse, California  re- 
cently passed  a  law  that 
cuts  Medi-Cal  payments 
to  hospitals  giving 
many  kinds  of  nonemer- 
gency care  to  illegals. 
That's  supposed  to  save 
the  state  and  the  feds 
$90  million.  But  local 
governments  complain 
that  they'll  have  to  pick 
up  the  tab,  and  it  could 
actually  cost  more  mon- 
ey as  illegals  try  to  get 
nonemergency  care  by  going  to  emer- 
gency rooms.  The  law  is  unfair,  says  Dr. 
Larry  A.  Bedard,  who  sits  on  the  hospi- 
tal board  in  affluent  Marin,  where  tax- 
payer groups  have  organized  to  stem 


government  spending  on  illegals.  "We 
want  them  to  clean  our  houses,  rake  our 
leaves,  take  care  of  our  children,  do  the 
scut  work  of  life,"  Bedard  says  of  the 
illegals.  "But  if  they  get  sick,  we  don't 


want  to  take  car 
them." 

Indeed,  most  ii 
grants,  legal  and  ill 
are  highly  prodm 
workers.  That's 
they  came  to  the 
and  why  they're  in 
demand  in  some  ] 
of  the  country.  "I 
praying  some  of  1 
would  wash  up  on 
shores  of  Gore  Cr< 
which   runs  thrc 
Vail,  Colo.,  says  Jii 
Osterfoss,  owner  o: 
Roost  Lodge  in 
talking  about  the 
nese  boat  people 
tried  to  land  in 
York.  Facing  a  s 
age  of  housekeeper 
already  has  permission  from  the  n 
bring  in  two  foreign  housekeepers 
year — but  he  says  he  could  use  an 
tional  eight  such  workers. 
It's  also  true  that  illegal  aliens  ac 


TRYING  TO  STANCH  THE  FLOW  FROM  FUJIAN 


Since  the  17th  century,  residents  of 
southern  China's  Fujian  province 
have  sought  their  fortunes  outside 
the  country.  Indeed,  most  ethnic  Chinese 
in  Taiwan  and  Southeast  Asia  are  de- 
scendants of  migrants  from  Fujian.  Now. 
the  Fujianese  are  carrying  the  tradition 
much  farther.  Most  of  the  Chinese  who 
on  June  6  emerged  from  the  chilly  Atlan- 
tic in  Queens,  N.  Y.,  come  from  this  prov- 
ince of  30  million.  To  the  dismay  of  U.  S. 
officials,  as  many  as  100,000  Chinese  mi- 
grants— most  from  Fujian — have  also 
been  smuggled  into  California,  Hawaii, 
Florida,  and  other  states  in  the  past  year. 

More  will  be  coming.  China's  economic 
boom,  though  fostering  double-digit 
growth,  is  causing  huge  social  disloca- 
tions. For  one  thing,  thriving  cities  are 
drawing  tens  of  millions  from  the  coun- 
tryside. Once  uprooted,  many  peasants 
who  aren't  absorbed  into  city  life  are 
prey  for  smugglers  who  tell  them  of  the 
riches  awaiting  them  overseas.  For  oth- 
ers, rising  incomes  make  the  steep  pas- 
sage affordable.  And  exposure  to  for- 
eigners has  made  millions  aware  of  the 
good  life  outside  China. 
floating  migrants.  Political  changes 
also  contribute  to  the  exodus.  Decentral- 
ization has  made  local  governments  more 
powerful,  weakening  Beijing's  once  iron 
grip.  As  a  result,  it's  harder  for  the  cen- 
tral government  to  stop  people  from  tak- 
ing to  the  seas.  "There  will  be  more  peo- 


ple leaving  in  the  future,"  says  Kenneth 
G.  Lieberthal,  a  China  expert  at  the  Uni- 
versity of  Michigan.  "This  will  make  the 
Vietnam  boat-people  problem  look  like  a 
Sunday  picnic." 

Those  who  risk  their  lives  by  boarding 
the  rusted  ships  fit  no  single  description. 
Most  are  struggling  peasants  who 
haven't  shared  in  the  boom  times.  They 
move  to  the  cities  along  the  coast,  where 
they  become  part  of  a  rootless  popula- 
tion— estimated  at  80  million — known  as 
mang  liu,  or  floating  migrants.  Some 
are  educated  city  dwellers.  Intellectuals, 
army  officers,  and  former  Communist 
Party  officials  have  been  among  the 
21,000  mainlanders  held  at  detention  cen- 
ters in  Taiwan  since  1990,  according  to  a 
confidential  study  by  Taiwan's  Mainland 
Affairs  Council. 

The  decision  to  get  out  is  often  a  col- 
lective one.  Families  in 
Fujian  pool  their  money 
and  scrape  together  the 
$3,000  or  so  downpay- 
ment  needed  to  make 
the  voyage,  with  the  re- 
maining $25,000  to  be 
paid  upon  arrival.  Their 
hope  is  that  the  one  per- 
son selected  for  the  trip 
will  eventually  bring 
over  others.  Then  they 
contact  recruiters,  or 
"'snake    heads,"  who 
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IN  CALIFORNIA, 
MORE  THAN  10% 
OF  IMMIGRANTS 
ARE  ON  WELFARE, 
COMPARED  WITH 
LESS  THAN  8%  OF 


NATIVES 


have  links  to  crime  syndicates  ii 
Hong  Kong,  Southeast  Asia, 
U.  S.  Besides  providing  fake  ID  < 
syndicates  give  lessons  on  lang 
customs  of  the  destination 
Those  going  to  Taiwan,  for  exa 
told  bus  prices,  given  maps — 
taught  local  slang.  Fake  docun 
often  made  in  Fujian's  Changl 
which  many  Western  embassiei 
is  the  home  of  visa  and  passp) 
for  the  whole  country. 

No  one  has  yet  pinned  do\ 
Chinese  crime  syndicates  are  d 
volved  in  the  smuggling  of  hum 
But  many  experts  believe  thd 
links  criminal  groups  around  t| 
According  to  a  scholar  close  tx 
wanese  government,  gangs  froj 
run  the  rogue  fishing  vessels, 
"ghost  ships,"  which  sail  under] 
nian  or  Hondu 
try.  Some  of  tl 
were  used  foi 
fishing,  and  1 
have  been  « 
carry  humarj 
Hong  Kong 
act  as  middle 
rupt  Chinese 
aid  in  the  d< 
and  counterf 
Thailand  sup 
rudimentary  d 


DATA:  BUSINESS  WEEK 


The  gangs,  s 


y  a  sizable  amount  of  taxes.  The 
em:  Most  of  the  costs,  such  as 
iling  and  education,  show  up  at  the 
level,  while  most  of  the  tax  revenue 

to  the  federal  and  state  govern- 
5.  Take  Los  Angeles  County,  which 
tly  estimated  that  illegal  immi- 
s  paid  $904  million  in  taxes  and 
to  all  levels  of  government  in  1991- 
he  county  and  other  local  govern- 
5,  however,  received  no  more  than 
million  of  that,  about  14% — far  less 

the  costs  of  services  to  illegal 
grants. 

iutton.  With  a  weak  economy  forc- 
ocal  governments  to  tighten  bud- 
it's  little  surprise  that  anti-immi- 
>n  sentiment  is  on  the  rise  in 
>rnia.  In  last  week's  Los  Angeles 
ral  election,  won  by  Republican 
,rd  Riordan,  opponent  Michael  Woo 
ed  himself  into  a  mild  version  of 
Buchanan  on  immigration  issues," 
Mark  Petracca,  professor  of  politi- 
:ience  at  the  University  of  Califor- 
t  Irvine.  In  the  earlier  primary,  a 
candidate  had  called  for  the  imme- 
deportation  of  city  gang  members 
vere  undocumented  aliens.  And  ille- 


gal immigration  may  re- 
place abortion  as  the 
hot-button  issue  in  Cali- 
fornia's next  guberna- 
torial race  two  years 
from  now. 

The  same  qualms  are 
driving  immigration  pol- 
icy at  the  federal  level. 
The  White  House, 
alarmed  at  the  growing 
number  of  illegal  Chi- 
nese and  other  immi- 
grants who  are  slipping 
into  the  U.  S.,  this  win- 
ter directed  the  National  Security  Coun- 
cil to  try  to  curb  the  flow  without  tramp- 
ling on  the  rights  of  bona  fide  political 
refugees.  As  a  result,  the  Coast  Guard 
has  stepped  up  surveillance  of  offshore 
vessels,  and  the  INS  now  routinely  de- 
tains Chinese  illegals  while  their  re- 
quests for  asylum  are  pending.  In  the 
past,  they  were  usually  released  on  their 
own  recognizance. 

But  no  one  expects  anything  like  a 
major  overhaul  of  refugee  or  immigra- 
tion policies.  For  starters,  President  Clin- 
ton still  hasn't  appointed  a  new  ins  com- 


THE  NUMBER  OF 


ASIAN  IMMIGRANTS 
EMPLOYED  IN  NEW 
YORK  CITY  ROSE  TO 
228,000  IN  1990 
FROM  36,000 
IN  1970 
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missioner.  The  whole 
issue  is  politically  explo- 
sive. And  advocacy 
groups  fiercely  resist 
any  curbs  on  due  pro- 
cess— let  alone  num- 
bers— of  immigrants. 

Indeed,  at  a  time 
when  the  new  French 
government  is  talking 
about  a  "zero-immigra- 
tion" policy  and  Germa- 
ny has  scaled  back  the 
right  of  asylum,  there 
are  no  signs  of  such  a 
movement  in  the  U.  S.  Thirty-year-old 
Leila,  an  illegal  immigrant  from  Hondu- 
ras, knows  that.  She  came  to  Miami  on 
May  16  with  a  job  lined  up  as  a  maid  for 
a  wealthy  family  here.  "I've  seen  that  in 
this  country  you  can  work  for  money  to 
buy  things  and  lead  a  better  life,"  she 
says.  To  people  such  as  Leila,  America's 
door  remains  wide  open. 

By  Michael  ./.  Mandel  and  Christopher 
Farrell  in  New  York,  with  Amy  Borrus  in 
Washington,  Russell  Mitchell  in  San 
Francisco,  Irene  Recio  in  Miami,  and 
bureau  reports 


■  scholar,  "stand  to  make  huge 
loney  from  people  who  want  to 
ia." 

5.  can  barely  keep  up  with  the 
)re  than  20  ships  were  inter- 
the  past  14  months  by  U.  S. 
. — and  the  Immigration  &  Nat- 
Service  estimates  that  as 

0  ships  are  now  being  refitted 
e  more  migrants. 

iint.  If  they  survive  the  jour- 
lese  refugees  have  a  good 
staying  in  the  U.  S.  When  de- 
the  INS,  many  say  they  partici- 
he  1989  democracy  movement 
ims  of  China's  harsh  one-child 

a  result,  about  85%-  of  those 
st  it  are  given  political  asylum, 
icedures  and  practices  have 

solicitous  of  Chinese  claims," 
ur  C.  Helton,  director  of  the 
■oject  of  the  Lawyers  Commit- 
uman  Rights  in  New  York. 

suggestion  of  invitation." 
ti  countries  with  stricter  asy- 
es  attract  Chinese  migrants. 

1  Fujian  have  been  making  the 
to  Taiwan  for  years,  even 

;  Taiwanese  government  regu- 
mainlanders  back  to  China.  In 
hip  with  145  people — mainly 
vas  seized  in  Japanese  waters, 
.n  rejects  almost  all  requests 
:,  the  migrants  will  eventually 
d.  Law  enforcement  officials 
ispect  there  is  an  international 
uietly  trying  to  smuggle  Chi- 
he  country. 

ays  it  is  stepping  up  document 


ABOARD  THE  beuing  • 

'GHOST  SHIPS' 

Thousands  of  Chinese  migrants  are  paying 
"snake  heads,  "  recruiters  from  crime 
syndicates,  to  smuggle  them  out  of  China 

An  uprooted  population, 
estimated  at  80  million 
peasants,  is  flocking 
to  the  wealthier 
coastal  regions 


TAIWAN 

Gangs  provide  "ghost 
ships,"  driffnet  fishing  boats 
refitted  for  human  cargo 
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checks  at  the  borders,  and  its  coast 
guard  is  on  the  lookout  for  suspicious 
vessels.  But  given  China's  runaway 
growth,  surging  inflation,  and  political 
uncertainties,  stemming  the  outflow  of 
people  from  its  1.2  billion  population  is 
hardly  a  priority.  Beijing  officials  are 
also  quick  to  point  out  that  U.  S.  policies 
encourage  Chinese  people  to  seek  politi- 
cal asylum — a  policy  which  China  would 
like  to  see  end.  But  it's  questionable 
whether  Beijing  officials  can  do  anything 
about  the  situation  on  their  own.  "They 
would  like  to  stop  it,"  says  a  diplomat  in 
Beijing,  "but  they  don't  know  how." 

Greater  cooperation  between  Chinese 
and  U.  S.  border  officials  would  be  one 


way  to  slow  the  ghost  ships,  suggests 
Lieberthal.  "The  international  community 
has  to  engage  China,"  he  says,  "or  we'll 
all  be  paying  the  piper." 

However,  since  the  Clinton  Administra- 
tion has  just  placed  human  rights  condi- 
tions on  China's  most-favored-nation  sta- 
tus, any  moves  by  the  U.  S.  to  force 
people  to  stay  in  China  would  be  awk- 
ward. Back  in  Fujian,  meanwhile,  the 
snake  heads  are  still  recruiting,  and  the 
ghost  ships  are  being  readied  for  more 
voyages. 

By  Joyce  Barnathan  in  Hong  Kong  and 
George  Wehrfritz  in  Taipei,  with  Lynne 
Curry  in  Beijing  and  Amy  Borrus  in 
Washington 
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THE  BUDGET  I 


THIS  WASN'T  IN 

THE  JOB  DESCRIPTION 


Treasury  Secretary  Bentsen  is  becoming  Clinton's  most  potent  lobbyist 


When  Senator  Lloyd  M.  Bentsen 
took  the  job  of  Treasury  Sec- 
retary last  January,  he  wel- 
comed the  chance  to  leave  the  hurly- 
burly  of  Capitol  Hill  for  the  subdued 
marble  corridors  of  the  Treasury.  Now  a 
well-creased  72  and  looking  every  inch 
the  elder  statesman,  the  Texas  Demo- 
crat figured  it  would  be  nice  to  cap  his 
career  as  a  public  servant  with  the 
globe-trotting  Treasury  stint. 

Things  haven't  worked  out  that  way. 
As  Bill  Clinton  lurches  from  crisis  to 
crisis  in  pushing  his  agenda,  Bentsen 
has  unexpectedly  found  himself  back  in 
his  old  Hill  haunts.  He  is  serving  as  the 
Administration's  chief  firefighter,  arm- 
twister,  and  consensus- 
builder.  It  is  not  a  role 
he  relishes.  "I've  never 
seen  a  Secretary  of  the 
Treasury  doing  as  much 
lobbying  as  I  do,"  says 
an  exasperated  Bentsen. 
"Not  this  sustained  deal- 
ing, this  going  from 
member  to  member." 

He  wouldn't  have  to 
do  all  this  if  Clinton — 
once  advertised  as  a  po- 
litical savant — hadn't 
gotten  into  so  much 
trouble.  But  these  days, 
the  Clinton  Presidency 
has  become  an  untidy 
amalgam  of  Bushian 
waffling  and  Carter- 
esque  ineptitude,  with 
the  President  taking 
shaky  positions  and  then 
bailing  out  under  pres 


phones  to  oil-state  senators,  searching 
for  an  alternative  that  would  replace 
Clinton's  proposal  with  a  levy  that  falls 
principally  on  energy  consumers  rather 
than  producers.  While  the  effort  might 
yet  unravel,  it  could  be  the  key  conces- 
sion Clinton  needed  to  blast  his  economic 
plan  through  Congress. 

The  compromise  is  a  major  victory  for 
manufacturers  and  energy  producers, 
who  view  Bentsen  as  a  key  ally  in  a 
hostile  Administration.  The  White 
House,  complains  American  Business 
Conference  President  Barry  K.  Rogstad, 
"still  has  a  ways  to  go  to  learn  how  to 
put  together  a  legislative  program  and 
then  get  broad  levels  of  support  for  it. 


care  and  Medicaid  bearing  the  br 
Bensten  knows  that  won't  go  down  e 
"It's  a  question  of  how  far  we  can  g 
satisfy  the  moderate  Democrats  be 
we  run  into  trouble  from  the  liberal 

Bentsen's  job  as  superlobbyist  w 
end  with  the  budget.  He'll  also  pis 
key  role  lining  up  support  for  the  N 
American  Free  Trade  Agreement 
health-care  reform,  both  of  which  ar 
trouble  on  the  Hill.  NAFTA  faces  opj 
tion  from  Democrats  with  ties  to  h 
and  environmentalists.  Bentsen  car 
expected  to  lend  U.  S.  Trade  Represe 
tive  Mickey  Kantor  a  hand  when 
pact  goes  to  the  Hill,  probably  i 
month.  "It's  not  my  jurisdiction,  but 
damn  well  get  involved,"  he  says. 

Health  care  could  be  an  even  toug 
nut.  New  polls  show  that,  increasin 
voters  don't  trust  the  Administratio: 
enact  radical  reforms.  And  Bentsen 
lied  with  other  Administration  mo 
ates,  has  been  arguing  internally 
Hillary  Rodham  Clinton's  sweeping  ] 
must  be  phased  in  to  avoid  hitting  t 
ness  with  massive  new  costs. 


Building  a 

consensus  at  th 
old  club: 
Majority  leader 
George  Mitchel 
Bentsen,  and 
Finance 
Committee 
Chairman  Pat 
Moynihan 


sure.  Congressional  lobbyists  increasing- 
ly view  the  courtly  Treasury  chief  as  one 
of  the  few  Administration  officials  capa- 
ble of  saving  his  young  boss's  hide. 
phone-a-thon.  Now,  as  the  White 
House  struggles  to  build  a  Senate  con- 
sensus behind  its  economic  plan,  Clinton 
will  lean  more  heavily  than  ever  on 
Bentsen.  •  As  former  chairman  of  the 
Senate  Finance  Committee,  Bentsen  has 
taken  charge  of  negotiations  to  win 
straying  moderates  back  to  the  fold.  He 
cut  short  a  diplomatic  tour  of  Europe  to 
attend  a  June  5  White  House  skull  ses- 
sion on  drafting  a  substitute  for  the 
moribund  BTU  tax. 
Bentsen  then  began  working  the 


But  Bentsen  has  always  been  open  to 
ideas  and  willing  to  listen."  Indeed, 
Bentsen  was  an  early  proponent  of  the 
BTU  tax.  But  the  arguments  of  business 
leaders  helped  change  his  mind.  "I've 
had  some  concerns  about  how  it  would 
affect  our  competitiveness,"  he  says. 

While  the  death  of  the  BTU  tax  has 
won  the  White  House  allies  in  the  oil 
patch,  Bentsen  now  must  assuage  con- 
cerns among  young  liberals.  The  substi- 
tute energy  levy,  which  could  impose  a 
tax  on  electric  bills  or  transportation 
fuel,  will  leave  lawmakers  up  to  $30  bil- 
lion shy  of  their  deficit-reduction  target. 
And  the  difference  will  be  made  up  in 
cuts  to  domestic  spending,  with  Medi- 


Lobbying  aside,  Bentsen's  influ 
seems  destined  to  grow  in  con 
months  as  Clinton  moves  to  the  cei 
Critics  say  Bentsen  has  lost  some  o 
previous  lobbying  efforts  becausd 
hasn't  always  fully  believed  in  what! 
selling.  "They're  asking  him  to  carrjfl 
ter  in  a  leaky  bucket  that  he  didn'n 
sign,"  says  ranking  Finance  Comml 
member  Bob  Packwood  (R-Ore.).  1m 
as  Bill  Clinton's  policy  moves  in  II 
Bentsen's  direction,  he  should  becol 
far  more  effective  spokesman — andl 
haps  make  his  mark  as  a  memoj 
Treasury  Secretary. 

By  Paul  Magnusson,  with  Mike 
Namee,  in  Washington 
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That  little  map  wasn't 
worth  two  dead  flies. 


You  said  turn  left. 


Right  like  turn  right 
or  right  like  not  wrong? 


Right. 


You  know  what  1  mean. 
See  ya  at  the  clubhouse. 


When  you  want  the  convenience 
oj  a  cellular  phone,  you  need 
the  quality  of  a  Motorola. 


3  regisleied  trademarks  ol  Motorola,  Inc.  ©1993  Motorola.  I 


M)  MOTOROLA 


Commentary/by  Bruce  Nussbaum 

WHAT  DOES  'THE  POLITICS  OF  MEANING'  MEAN  FOR  AMERICA 


The  politics  of  meaning.  If  ever 
there  was  a  phrase  that  reeked  of 
New  Age  babble  and  existentialist 
blather,  this  is  it.  Ripe  for  ridicule,  a 
magnet  for  cynicism,  the  words  practical- 
ly beg  for  dismissal. 

Not  so  fast.  The  politics  of  meaning 
has  won  a  powerful  convert:  Hillary  Rod- 
ham Clinton.  By  peppering  an  April 
speech  with  references  to  it,  the  First 
Lady  turned  an  obscure  philosophy  into  a 
hot  topic  on  the  Washington  cocktail  cir- 
cuit. Pundits  and  policymakers  debate:  Is 
Hillary  spouting  muzzy-headed  non- 
sense? Or  is  she  pushing  the  Democratic 
Party  to  usurp  the  right  wing's  crusade 
over  family  values  in  America?  And  who 
came  up  with  this  stuff,  anyway? 

The  last  question,  at  least,  has  a  sim- 
ple answer.  The  guru  of  the  politics  of 
meaning  is  Michael  Lerner,  the  50-year- 
old  editor  of  Tikkun  Magazine,  a  bi- 
monthly liberal  Jewish  journal  of  politics, 
culture,  and  society  published  in  New 
York.  Lerner  founded  Tikkun  in  1986  as 
an  alternative  to  Commentary,  a  neo- 
conservative  journal  of  Jewish  opinion. 
He  claims  a  circulation  of  40,000  for  the 
current  issue,  which  features  several  ar- 
ticles on  how  the  Clintons  are  wrestling 
with  his  philosophy. 

oniy  connect.  So  what  is  the  politics  of 
meaning?  Start  with  Lerner's  precept 
that  people  come  into  the  world  in  rela- 
tionships— at  least  with  a  mother  and 
usually  with  a  father.  "We  are  never 
fundamentally  alone,"  he  says.  "So  the 
healthy  human  being  is  the  loving  human 
being,  the  person  involved  in  loving  con- 
nection with  other  human  beings."  But 
such  connections  have  been  sundered  in 
modern  America,  says  Lerner:  The  mar- 
ket economy,  with  its  emphasis  on  indi- 
vidual achievement  over  communal  ob 
gation,  has  sown 
feelings  of  alien- 
ation, betrayal,  mis- 
trust, and  fear. 

Lerner's  personal 
contact  with  the  Clin- 
tons has  been  limited. 
He  first  met  Hillary 
Clinton  after  her  re- 
cent speech  and  has 
had  only  one  brief 
meeting  with  her  since 
then.  Lerner  initially 
encountered  the  Presi- 
dent in  1988,  when  Bill 
Clinton,  then  governor  of 


LERNER:  LURCHING  BETWEEN  LEFTIST  EXTREMES  AND  CENTRIST  VALUES 


Arkansas,  wrote  Lerner  to  congratulate 
him  on  his  analysis  in  Tikku  n  of  why  the 
Democratic  Party  lost  that  year's  Presi- 
dential election.  Lerner  argued  that  the 
Democrats  lost  the  votes  of  working  peo- 
ple because  candidate  Michael  Dukakis 
offered  no  leadership  on  issues  relating 
to  the  erosion  of  family  values. 

These  days,  it  appears  that  the  Clin- 
tons have  read  Lerner  closely,  and  Hilla- 
ry has  borrowed  freely  from  him  in 
sketching  out  her  vision  of  America.  In 
her  Austin  (Tex.)  speech,  for  example, 
she  called  for  a  "politics  of  meaning"  to 
heal  a  nation  torn  by  "alienation  and  de- 
spair and  hopelessness."  What's  remark- 
able is  that  this  notion  of  frank  spiritual- 


ity veers 
from  the 
Democratic 
of  civil  right 
titlements. 

For  Lerni 
notions  ar€ 
nature.  An 
Jew,  Lerner 
cated  in  the 
atmosphere 
lumbia  Ui 
and  the  Unn 
California  a 
ley  during 
nam  era.  I 
campuses, 
was  an  ent 
crusader  in 
ties  for 
change,  t 
earned  a 
PhDs  in  pi 
and  clinical 
gy  from  Bei 
Lerner  then  helped  found  tl 
union  supported  Institute  of  '. 
Mental  Health  in  Oakland,  Cali: 
he  worked  as  a  therapist.  There, 
he  counseled  auto  workers,  se< 
and  machinists,  all  of  whom  wer 
ing  home  the  frustrations  of  wo 
form  of  self-blaming.  They  blam 
selves  for  the  stresses  they  felt 
for  being  so  dumb  for  having  1 
of  work." 

If  Hillary  Clinton  wants  to 
Lerner  in  fashioning  a  new  De 
Party,  she  should  be  wary  of  his 
tible  mix  of  ideas.  While  the  p 
meaning  encourages  Democrats 
to  the  center  and  talk  about  fa 
ues,  at  the  s; 
it  lurches  to 
with  its  extr 
tility  toward 
ket  economy 
the  First 
aides  are 
scrambling 
play  the  link 
her  and  th 
prominent  L 

It's  not 
ner  is  advo 
Marxist  re 
"I've  always 
ail  existing 
systems,  n| 
communism 


LISTENING  TO  LERNER'S  GOSPEL 


38  BUSINESS  WEEK/JUNE  21.  1993 


on't  understand  what  human  be- 
i,  so  I  reject  them  all,"  he  says, 
his  feelings  that  unusual  for  a 
thinker:  Roman  Catholics,  Mus- 
Buddhists  all  have  been  periodi- 
;ile  to  the  market  and  its  view  of 
i  materialistic  creatures  without 
lues. 

lakes  Lerner  unique,  even  bizarre, 
3  proposes  to  tackle  this  anomie. 

mostly  big  government  solutions 
:ly  personal,  individual  struggles, 
rrent  issue  of  Tikkun,  for  exam- 
sr  suggests  the  Clinton  Adminis- 
!opt  five  recommendations  to  turn 
:s  of  meaning  into  reality. 
soups.  Consider  his  policy  recom- 
1  No.  3:  "The  Department  of  La- 
d  mandate  that  all  workplaces  of- 
jational  Stress  Groups  (OSGs),  in 
rkers  can  learn  how  to  recognize 
re  fully  at  the  workplace,  and  paid 
[  sessions  on  stress.  OSGs  should 
nanagement  personnel." 
icy  recommendation  No.  4:  "The 
git  of  Labor  should  mandate  that 
ployer  allow  workers  to  elect  an 
nal  Safety  &  Health  Committee 
:d  to  require  changes  in  the  orga- 
f  work  to  increase  workers'  safe- 
alth,  including  mental  health,  and 
ie  workers'  opportunity  to  actual- 
skills  and  talents." 

Lerner  has  to  reach  all  the  way 
eli  kibbutz  to  cite  an  example  of  a 
iety.  He  writes  that  his  own  expe- 
re  shows  that  "even  the  most  bor- 
can  be  fulfilling  to  workers  when 
•ienced  as  part  of  a  larger  project 
ranscendent  meaning  and  is  dem- 
'  shaped." 

e  can  see  how  Lerner's  philosophy 
aeal  to  the  Clintons  as  a  way  to 

belief  in  activist  government  with 
:>r  renewed  sprirituality.  The  trou- 
jrner  has  failed  to  demonstrate 
ood  impulses  would  translate  into 
lie  policy.  Fortunately,  the  Clin- 

most  attracted  to  his  ideas  about 
:amily,  and  values.  Yet  Hillary  is 
ng  Lerner's  antimarket,  Big  Gov- 
,hemes  in  her  evolving  health-re- 
cage.  She  has  attacked  the  phar- 
il  industry,  for  example,  and 
strict  government  regulations  and 
"ols  on  health  care, 
■ner,  the  Utopian  vision  of  shared 
i  communitarian  spirit  grows  out 
otiosity.  No  doubt,  he  would  make 
ibbi.  But  Bill  and  Hillary  Clinton 
m  with  the  hard  work  of  running 
nment.  On  that  score,  the  politics 
g  may  offer  them  scant  help. 


is  BW's  editorial  page  editor. 


COMPUTERS  I 


IS  APPLE'S  SHINE 
FINALLY  FADING? 


It  must  quickly  polish  up  profits,  as  Windows  closes  the  technology  gap 


Apple  Computer  Inc.,  renegade  in- 
dividualist of  the  silicon  world, 
crusader  against  mind-numbing 
me-tooism,  has  just  joined  the  club.  Like 
nearly  all  its  rivals  before  it,  Apple  final- 
ly has  fallen  victim  to  the  unending  per- 
sonal-computer price  wars  of  the  1990s. 

Apple  Computer  warned  investors  on 
June  9  that,  while  shipments  of  its  Mac- 
intosh computers  remain  strong,  pricing 
pressure  is  putting  the  squeeze  on  mar- 
gins. The  upshot:  Earnings  for  this  quar- 
ter and  next  will  fall  below  the  $1.88  a 
share  posted  for  last  year's  second  half. 

Wall  Street  has  some  big  problems 
with  that.  Says  analyst  David  Wu  at 
S.  G.  Warburg  &  Co.:  "You  have  to  be 
dubious  about  Apple's  ability  to  grow 
earnings."  Sure  enough,  Wu  and  his  ilk 
slashed  their  estimates  of  1993  profits 
by  between  $40  million  and  $60  million, 
to  about  $475  million.  They  also  down- 
graded recommendations  on  the  stock — 
from  buy  to  hold. 
Ratings  agency 
Moody's  Investors 
Service  Inc.,  mean- 
while, placed  Apple 
"under  review,"  hint- 
ing at  a  downgrade 
that  would  affect  the 
company's  $500  mil- 
lion shelf  registra- 
tion. Apple's  stock, 
needless  to  say,  took 
a  drubbing,  falling 
19%  over  three  days 
to  441/4  on  June  9 
(chart). 

Apple  isn't  much 
accustomed  to  bad  news,  and  Chairman 
John  Sculley  clearly  wasn't  happy.  In  a 
written  statement,  Sculley  vowed  to  take 
"aggressive  actions"  to  pump  up  sales 
and  "appropriate  actions"  to  create  earn- 
ings growth.  The  company  won't  elabo- 
rate, but  insiders  say  that  means  a 
three-pronged  attack.  First,  the  company 
will  announce  rebates  next  week  of  $50 
to  $300  on  some  Macintosh  models.  It 
likely  will  follow  with  permanent  price 
cuts  in  the  next  two  weeks.  Finally,  the 
Cupertino  (Calif.)  company  is  consider- 
ing layoffs. 

strong  rivals.  The  potential  price  cuts 
reflect  a  new  reality  for  Apple:  It  no 
longer  can  claim  a  huge  technology  edge 
for  its  machines.  It  was  one  of  the  first 
top  brands  to  leap  into  the  industry's 
bargain  basement,  with  a  line  of  low- 
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cost  Macs  in  1990.  But  much  has 
changed  since.  Compaq  Computer,  Dell 
Computer,  AST  Research,  and  IBM  have 
lopped  prices  this  year,  leaving  Apple's 
products  at  a  10%-  to  20%  premium.  Ap- 
ple's LC  III,  for  example,  carries  a  sug- 
gested retail  price  of  $1,349,  $200  higher 
than  Compaq's  similar  ProLinea  4/25s. 

For  years,  Apple  was  able  to  justify 
higher  prices  because  its  unique,  graphi- 
cal software  made  the  Mac  easy  to  use. 
But  Microsoft  Corp.'s  Windows  soft- 
ware, introduced  in  May,  1990,  for  IBM- 
standard  PCs,  is  closing  that  user-friend- 
liness gap.  That  means,  says  analyst 
Eugene  Glazer  at  Dean  Witter  Discover 
&  Co.,  "they  have  to  be  more  innovative 
and  go  faster  than  everybody  else." 

Apple  has  some  cards  to  play.  This 
summer,  it  is  expected  to  introduce  its 
acclaimed  hand-held  communicator, 
Newton,  and  two  multimedia  machines. 
But  these  will  come  too  late,  and  bring 
too  little,  to  save 
1993.  Newton,  for  ex- 
ample, will  cost  under 
$1,000,  producing  rev- 
enues of  less  than  $50 
million  in  its  first  12 
months,  say  analysts. 

That  leaves  one  so- 
lution to  this  year's 
profit  squeeze:  Pump 
up  the  Mac  volume. 
And  that's  no  easy 
trick.  Apple  says 
Macintosh  unit  sales 
already  were  up  35% 
in  the  first  half  of 
this  fiscal  year.  And 
Apple's  shelf  space  lias  hern  shrinking, 
crimped  by  intense  competition  and  its 
own  inability  to  produce  enough  of  its 
most  popular  machines.  Take  Memory 
Bank  Computer  Center  in  Virginia 
Beach,  Va.  Owner  John  Crow  says  he 
stocked  only  Macintoshes  for  13  years. 
But  last  January  he  added  IBM  when  Ap- 
ple couldn't  meet  his  needs.  "I  have  to 
have  alternatives,"  Crow  says.  "We  ain't 
crusaders  for  Apple  any  more." 

Apple  has  plenty  of  other  zealots 
where  Crow  came  from.  Scattered 
among  basement  offices  and  neighbor- 
hood PC  stores  everywhere,  they're  the 
iconoclasts  that  make  the  company  tick. 
But  they're  a  demanding  lot.  Apple  has 
to  deliver  them  the  goods,  or  risk  perma- 
nent me-too  status. 

By  Kathy  Rebello  in  San  Francisco 
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DEALS  I 


ML  THE  NEWS 
THAT'S  FIT  TO  BUY 


The  Times  will  pay  a  billion-plus  for  the  Boston  Globe 


Is  New  York  Times  Co.  trying  to  buy 
The  Boston  Globe'1.  And  why  would 
it  want  to? 
The  first  question  is  easier  to  answer 
than  the  second:  Although  neither  com- 
pany is  talking,  insiders  confirmed  as 
BUSINESS  WEEK  went  to  press  that  an 
offer  from  the  Times  was  scheduled  to 
be  voted  on  June  10,  at  a  special  board 
meeting  of  Affiliated  Publications  Inc., 
the  Globe1  &  parent.  The  likely  purchase 
price:  in  excess  of  $1.1  billion,  primarily 
in  the  form  of  a  stock  swap.  As  part  of 
the  agreement,  the  Globe's  founding 
Taylor  family  would  retain  control  over 
the  paper's  editorial  content  for  an  ex- 
tended period.  "A  year  from  now,"  says 
a  Globe  insider,  "even  a  careful  reader 
will  have  forgotten  that  The  Xew  York- 
Times  owns  this  paper." 

Figuring  out  the  Times'  motive  is 
tough.  The  cost  savings  from  such  a 
merger  are  likely  to  be  small.  And  the 
price  is  fairly  steep.  Investment  bankers 
say  newspapers  typically  fetch  no  more 
than  12  times  earnings  before  interest, 
taxes,  depreciation,  and  amortization. 
Using  1992  figures,  that  puts  a  top  price 
tag  of  $850  million  on  Affiliated. 

Nor  would  the  might 
of  a  combined  Times 
and  Globe  gain  much 
clout  in  attracting  new 
advertising,  since  most 
newspaper  ads  are  lo- 
cal. By  offering  a  pack- 
age deal  for  two  of  the 
nation's  largest  mar- 
kets to  national  adver- 
tisers, the  Times  could 
reap  only  small  gains, 
some  ad-agency  media 
buyers  say,  and  only  at 
significant  discounts.  "I 
don't  see  where  they'd 
pick  up  much  additional 
advertising  as  a  result 
of  a  merger,"  says  Jack 
P.  Cohen,  a  vice-presi- 
dent at  ddb  Needham 
Worldwide. 

But  the  Times  may 
be  putting  more  than 
dollars  and  cents  into 
the  equation.  The  pres- 
tige of  owning  two  of 
the  nation's  most  influ- 
ential voices  must  have 


been  a  big  factor.  Outsiders  close  to  the 
paper  also  say  that  the  Sulzberger  fam- 
ily, which  controls  the  Times,  is  con- 
cerned about  long-term  demographic 
shifts  in  the  New  York  area.  With  the 
region  becoming  dominated  by  immi- 
grants and  ethnic  minorities,  the  paper 
frets  that  its  traditional  white-collar 
readership  will  diminish,  along  with  the 
advertising  base  that  targets  those  read- 
ers. The  Globe,  a  near-monopoly  in  the 
more  ethnically  homogeneous  Boston 
area,  could  help  diversify  Times  Co.'s 
holdings  and  provide  profits  to  prop  up 
its  flagship  if  the  New  York  economy 
falters  further. 

hard-hit.  The  company  also  is  betting 
on  a  rebound  in  the  Globe's  depressed 
advertising  base.  The  Boston  paper  was 
slammed  by  the  recession,  particularly 
by  a  steep  drop  in  classified  ads.  Last 
year,  Affiliated  posted  an  operating 
profit  of  $51  million  on  revenues  of  $414 
million.  (The  Globe  contributes  nearly  all 
of  Affiliated's  revenues  and  profits.) 
That  was  down  from  the  1987  peak  of 
$107  million.  But  the  Globe  shows  signs 
of  a  bounce-back.  Its  ad  linage  climbed 
2.9%   in  the  first  quarter,  while  the 


IF  NEW  YORK'S 
ECONOMY 
FALTERS 
FURTHER,  THE 
GLOBE  COULD 
DIVERSIFY  TIMES' 
HOLDINGS  AND 
PROVIDE  PROFITS 
TO  PROP  UP  ITS 
FLAGSHIP 


Times'  fell  4.8%.  Indeed,  the  weak  i 
omy  hit  the  Times  even  harder  thai 
Globe:  Its  operating  income  was 
million  in  1992,  on  revenues  of  $1.! 
lion,  down  from  a  $251  million 
in  1988. 

Insiders  say  the  impetus  for  the 
talks  came  from  the  Globe.  The 
year-old  paper,  one  of  the  last  indi 
dently  owned  editorial  voices  in  a  n 
city,  is  controlled  by  the  Taylor  and 
dan  family  trusts.  Both  trusts  expi 
January,  1996,  when  their  Affil 
shares  are  scheduled  to  be  distribut 
the  100-plus  heirs  of  the  pa] 
founders.  Fearing  that  the  distrib 
would  dilute  the  families'  control- 
their  leverage  with  a  potential  buj 
Chairman  William  0.  Taylor  has  s 
the  past  few  years  quietly  searchinj 
a  suitable  merger  partner. 

But  landing  a  buyer  proved  diff 
Anxious  to  preserve  the  Globe's  ed 
al  integrity,  Taylor  confined  his  hu 
a  handful  of  companies.  He  excl 
such  high-rollers  as  News  Corp. 
Gannett  Co. — companies  that  rr 
have  paid  top  dollar.  His  insistenc 
retaining  editorial  control  helped  sc 
the  Globe's  talks  with  the  Washin 
Post  Co.  last  year.  Another  problei 
source  close  to  the  Globe  says  the 
offered  "well  under"  $1  billon. 

If  the  merger  is  approved,  the  T 
will  likely  concentrate  on  fine-tuning 
business  side.  The  two  papers  could 
bine  some  administrative  functions 
instance.  And  the  Times  could  use 
Globe's  distribution  network  in  New 
gland.     The  Ti 
which  on  June  6  i 
duced  limited 
in  its  Sunday 
"  tion,  may  also 
access  to 
Globe's 
j&  presses. 

Such  sav 
would  be  small  ch 
compared  with  th 
gantic  purchase  ] 
Maybe  money  isn'1 
point.  The  Sulzbei 
have  vowed  to 
publishing  the  T 
even  if  they  must 
the  rest  of  their  er 
to  support  a  mone 
ing  flagship.  That's 
reason  the  compan 
versified  in  the  1 
by  buying  small  pa 
By  that  reasoning 
Globe  is  merel 
expensive  insui 
policy. 
By  Mark  Mare 
in  Boston 
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•  time  lias  come.  Now  you  can  make 
eap  to  laser  printing  for  just  $849. 
xtucing  the  new  HP  LaserJet  4L 
ter. 

way  you  look  at  it,  the  LaserJet  4L 
way  beyond  the  competition.  With 
•pt  ional  print-quality  Outstanding 
ires  like  26  scalable  typefaces.  And 
1  megabyte  of  memory,  twice  as 
h  as  most  laser  printers.  In  fact  ,  HP's 
lutionary  Memory  Enhancement 
nology  makes  our  one  megabyte 
Dim  like  two. 

printer's  one-button  control  panel 


couldn't  be  simpler  to  use.  The  on- 
screen software  makes  it  easy  to 
manage  many  printer  functions  from 
your  PC.  And  if  you  ever  need  help, 
HP  support  is  just  a  phone  call  away. 

The  value  of  the  HP  LaserJet  4L  does 
not  stop  with  just  the  price.  Our  unique 
Economode  feature  will  save  you  t  oner. 
The  new  power-saving  design  saves 
electricity.  Four-page-per-minute  speed 
saves  time.  And  built-in  HP  reliability 
saves  you  trouble  down  the  road 

To  see  our-  new  printer 
in  action,  drop  by  any 


authorized  HP  dealer  or  look  in  the 
Computers— Dealers  section  of  your 
Yellow  Pages.  It  could  help  your 
business  take  off. 

If  it  isn't  a  LaserJet, 
it's  only  a  laser  printer. 


HEWLETT 
PACKARD 


Le  new  HP  LaserJet  4L.  Just  $849. 
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AIDS  I 


HOPEFUL  TALK 
FROM  JONAS  SALK 


His  new  vaccine  could  delay  AIDS  in  HIV  carriers — maybe  forever 


At  the  time  I  was  working  on  po- 
lio, they  said  I  was  a  'young  up- 
start,' "  recalls  Dr.  Jonas  E. 
Salk.  "Now,  I'm  working  on  AIDS,  and 
they're  calling  me  an  old  'has-been.'  " 

So  the  78-year-old  Salk  drew  some 
comfort  when  on  June  9,  researchers 
from  Immune  Response  Corp.  an- 
nounced at  the  Ninth  International  Con- 
ference on  aids  in  Berlin  that  their  ther- 
apeutic vaccine  for  AIDS  had  shown 
positive  results  after  a  year  of  human 
trials.  The  company,  which  Salk  co- 
founded  in  1986,  is  developing  the  vac- 
cine in  a  joint  venture  with  pharmaceuti- 
cal giant  Rhone-Poulene  Rorer  Inc.  It 
may  apply  to  the  U.  S.  Food  &  Drug 
Administration  later  this  year  for  ap- 
proval to  market  the  drug.  Six  years 
ago,  when  Salk  first  proposed  the  vac- 
cine at  an  AIDS  conference,  he  was 
laughed  off  the  floor. 

This  time,  Immune  Response  present- 
ed its  results  to  a  full  house  of  interest- 
ed scientists.  Many,  to  be  sure,  still  ex- 
press doubt  about  Salk's  approach.  His 
vaccine  isn't  meant  to  prevent  uninfect- 
ed people  from  getting  AIDS.  Instead,  it 
boosts  the  immune  systems  of  carriers 
of  the  virus.  Scientists  note  there's  little 
precedent  for  an  effective  vaccine  in  al- 
ready-infected people.  "Salk's  approach 
is  like  using  a  peashooter  to  fell  Goli- 
ath," says  one  top  U.  S.  aids  researcher. 
Adds  Daniel  Bolognesi,  an  aids  expert 
at  Duke  University  Medical  Center:  "It 
will  take  a  long  time  to  validate." 
dead  cells.  Salk,  who  became  an  Ameri- 
can  legend   for  his   pioneering  work 
against  polio  in  1955,  is  used  to  dealing 
with  disbelievers  in  the  scientific  com- 
munity. Back  then,  he  was  berated  for 
applying  "kitchen  chemistry"  to  the 
scourge  of  polio.  He  simply  killed 
the  virus  with  formaldehyde  and 
injected  it  into  people.  Scien- 
tists later  came  up  with  more 
elegant  polio  vaccines  made 
from     live,  weakened 
strains.   To  battle  aids, 
Salk  is  using  a  whole  vi- 
rus, killed  with  chemi- 
cals and  radiation,  in 
contrast  to  the  outer 
shell  of  the  virus  that 
many  other  scientists 
are  using  as  a  basis  for 
a  vaccine. 


Salk's  approach  is  based 
on  the  premise  that  the  im- 
mune system  must  have 
some  mechanism  for  cop- 
ing with  HIV-infected  cells, 
since  individuals  harbor  the  virus  with- 
out developing  AIDS  symptoms  for  an  av- 
erage of  10  years.  Salk's  vaccine  doesn't 
try  to  destroy  HIV  but  merely  to  keep  it 
at  bay — perhaps  indefinitely. 

In  Immune  Response's  trials,  it  did 
exactly  that.  In  tests  with  103  Hiv-posi- 
tive  subjects,  those  injected  with  the  vac- 

ooH^  p0LI°  ro  4i* 

**?c  tt*  DR.  JONAS  c^AT 


'90    '91  '92 
A  BILLIONS  OF  DOLLARS  EST. 
BUSH  ADMINISTRATION'S  BUDGET  REQUEST 
FOR  CURRENT  FISCAL  YEAR 
DATA;  U  S  PUBLIC  HEALTH  SERVICE 
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1955  Developed  an 
injected  vaccine  for  polio 

1968  Founded  the  Salk  Institute,  which  con- 
ducts research  in  genetics  and  the  immune  system 

1972  Published  Man  Unfolding,  the  first  of  several 
books  on  philosophy 

1975  Stepped  down  as  director  of  the  Salk  Institute 

1986  Co-founded  Immune  Response  Corp.  and 
began  research  on  an  AIDS  vcccine 

1993  Announced  that  clinical  trials  of  a 
vaccine  for  HIV-infected  patients 
were  successful 


cine  three  times  in  six  months  showe 
scant  10%  increase  in  viral  levels  in  tl 
blood,  compared  with  a  rise  of  48%  i 
control  group.  The  treated  group  e 
showed  increased  levels  of  immunity, 
measured  by  skin  tests. 

Investors  in  Immune  Response  ] 
hoped  that  the  tests  would  show  a  d 
in  the  viral  levels.  That  disappointm 
led  them  to  bid  the  company's  st 
down  5%  points,  to  16,  on  the  day  of 
announcement.  "The  study  was  a  s 
cess,  but  people  were  hoping  for  sc 
dramatic  breakthrough,"  says  R.  Br 
don  Fradd,  a  biotech  analyst  at  M< 
gomery  Securities  in  San  Francisco. 
prophylactic.  What's  more,  there's  i 
no  guarantee  that  an  infection  trea 
with  the  drug  won't  later  turn  into  f 
blown  aids.  Still,  because  people  inl 
ed  with  HIV  can  remain  free  of  syi 
toms  for  so  long,  the  FDA  is  allow 
more  marketing  of  new  drugs  for  aid 
clinical  trials  are  encouraging,  thoi 
not  necessarily  conclusive.  Fradd  thi: 
the  vaccine  could  win 
proval  next  year. 

Meantime,  Salk  has 
ready  moved  beyond  w 
on  the  therapeutic  vacci 
Lately,  he  has  been  re 
ing  his  research  to  co 
up  with  a  true  prophylai 
vaccine,   one  that  wo 
prevent  people  from  c 
tracting  the  virus  in 
first  place.  Salk  mainta 
the  therapeutic  vers 
was  but  a  step  along 
way.  "It  was  an  idea  for  carrying 
studies  in  humans  more  quickly,  and 
offer  insights  into  how  a  prophylai 
AIDS  vaccine  might  be  done,"  he  sayi 
Salk's  new  hunch  is  characteristics 
unorthodox.  He  firmly  rejects  the  c 
ventional  wisdom  that  AIDS  could  be  c 
quered  by  a  neutralizing  antibody — 
usual  way  vaccines  wo**k.  Instead, 
argues  that  it  should  be  treated  a.< 
cross  between  cancer  and  an  immi 
disease.  "It's  an  idea  that  has  ne 
been  widely  embraced,"  Salk  concec 
"But  I'm  going  to  continue  to  do 
ferent  things,  differently.  Life 
not  a  popularity  contest." 
That  may  be  so  in  acadei 
But  if  Salk's  AIDS  resea 
proves  half  as  effective 
the  inelegant  polio  v 
cine  he  produced  I 
years  ago,  it  col 
guarantee  that 
name  survives  for 
another  generatio! 
By    Larry  A:' 
strong  in  Los  j 
geles  and  Gail 
Schares  in  Berlin 
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Anyone  in  a  long-term  rela- 
tionship knows  what  it  takes  to  help 
it  flourish  and  grow.  Trust.  Patience. 
Understanding.  The  Travelers' 
commitment  to  these  values  is  how 
we  protect  our  customers  and  help 
them  prosper. 

Through  our  investment  and 
pension  services,  we  can  help  you 
plan  for  the  financial  security  of 
your  company  and  your  employees. 
With  a  broad  range  of  options  to 
choose  from,  we  offer  the  strength 
of  a  diversified  investment  plan  that 
can  incorporate  everything  from  a 
family  of  Index  Funds,  to  outside 
Mutual  Funds  or  even  Fixed  and 
Separate  Account  options. 

In  addition,  we'll  help  you 
prepare  for  retirement  with  the  same 
Tax  Sheltered  Annuity  and  401  (k) 
plans  we  provide  for  millions  of 
workers,  retirees  and  their  families. 
And  we  protect  these  important 
investments  with  over  $9  billion  in 
annuity  reserves. 


The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford.  CT  06183 


Over  the  years,  The  Travelers 
has  helped  millions  of  Americans 
invest  in  the  future.  And  in  doing 
so,  given  them  the  security  to 
reflect  on  the  past. 

Thelraveler^T 

AMERICA'S  UMBRELLA'" 


HOLLYWOOD  I 


WOW!  WHO  TAUGHT  THOSE 
DINOSAURS  TO  ACT? 


Chances  are  it  was  one  of  Hollywood's  digital  fix-it  shops 


Just  try  to  spot  Hollywood's  latest 
star.  With  the  summer  movie  season 
in  full  cry,  you  can't  miss  the  thun- 
dering herds  of  dinosaur  clones  in  Uni- 
versal's  Jurassic  Park,  Sylvester  Stal- 
lone's Alpine  acrobatics  in  TriStar's 
Cliffhanger,  or — next  month — Binx,  a 
talking  cat  that  bedevils  Bette  Midler  in 
Disney's  Hocus  Pocus.  But  often,  you 
won't  even  notice  that  in  such  movies 
the  computer  is  a  leading  player. 

This  is  Hollywood's  digital  sum- 
mer. In  the  past,  computer-gener- 
ated effects  were  limited  to  razzle- 
dazzle  stunts  designed  to  elicit  a 
"wow"  from  audiences.  Who  can 
forget,  for'  instance,  the  morphing, 
molten-metal  man  in  Terminator 
21  Today,  computers  are  still  ply- 
ing such  fantasies.  And  movies 
such  as  Columbia  Pictures  Enter- 
tainment Co.'s  Last  Action  Hero 
rely  on  them. 

"OUT  by  five."  But  more  and 
more,  it's  the  digital  effects  you 
don't  notice  that  are  luring  movie- 
makers to  the  technology.  Slipping 
computer-generated  characters, 
sets,  and  props  into  scenes  is  now 
the  new  way  to  pare  precious  time 
and  dollars  from  huge  movie  bud- 
gets. For  Walt  Disney  Co.'s  Super 
Mario  Bros.,  computer  mavens  did 
150  digital  shots  for  less  than  the 
reported  $5  million  that  the  42  se- 
quences in  Terminator  2  cost  in 
1991.  Want  to  touch  up  a  botched 
explosion,  erase  a  boom  mike,  or 
remove  the  unsightly  cables  that 
secure  Stallone  to  a  rocky  ledge? 
"No  problem,"  says  Christopher  F. 
Woods,  Mario's  visual  effects  su- 
pervisor. "Give  it  to  the  digital  fix- 
it  shop — in  by  nine,  out  by  five." 

New  technology  is  driving  this  shift  to 
digital  production.  Imaging  software  is 
now  easier  to  use,  and  there  have  been 
rapid  advances  in  hardware,  from  the  3- 
D  gear  of  Silicon  Graphics  Inc.  to  IBM's 
pricey  visualization  supercomputers. 
Last  fall,  Eastman  Kodak  Co.  opened  a 
Hollywood  studio  where  35mm  film  can 
be  scanned  into  computers  without  los- 
ing resolution  or  color.  So  far,  its  big- 
gest customer  is  Disney,  which  wanted 
to  digitize  every  frame  of  the  56-year-old 
Snow  White  to  fix  visual  wrinkles  for 
this  summer's  rerelease.  Ed  Jones,  head 


of  the  Kodak  facility,  says  it's  the  first 
film  digitized  from  start  to  finish. 

The  big  studios  seem  to  have  found 
religion  in  silicon.  After  Terminator  2, 
says  Kenneth  Lemberger,  vice-chairman 
of  TriStar  Pictures,  a  unit  of  Sony  Pic- 
tures Entertainment  Co.,  "it  became 
clear  that  digital  image  manipulation 
was  going  to  play  a  larger  role  in  the 
production  process,  the  postproduction 


some  40  digital  sequences  in  only  a 
months.  In  one  scene,  a  bad  guy  thr 
dynamite  at  Arnold  Schwarzeneg 
but  it  ends  up  flying  into  the  "audien 
When  airborne,  the  dynamite  is  re 
just  a  computer  image.  But  whei 
lands,  it  morphs  into  a  real  object. 
virtual  emoting.  For  Jurassic  Pt 
Industrial  Light  &  Magic  used  fool 
of  robot  dinosaurs.  But  it  also  slippe 
digital  dinosaurs  for  things  the  roi 
couldn't  do,  such  as  running,  jump 
or,  in  fact,  acting — showing  express 
or  attitudes.  The  images  were  desig 
starting  with  bones,  then  muscles 
skin.  "You  can  see  the  skin  move 
their  bellies  sway,"  says  Dennis 
Muren,  senior  effects  supervisor  at 
Lucasfilm  Ltd.  subsidiary.  "We  di 
think  we  could  do  that  six  months  a: 


HOW  SARAH  TELL 


4  For  "Sarah's  Fall," 
a  scene  in  TriStar's 
Cliffhanger,  footage 
of  a  deep  ravine  was 
filmed  on  location  in 
the  Italian  Alps. 

►  Meanwhile,  the  mo- 
tions of  the  actress 
who  plays  Sarah  were 
shot  against  a  blue 
backdrop  in  Hollywood. 


4  Both  sequences 
film  .were  scanned 
into  a  computer. 
Using  a  technique 
called  digital  com- 
positing, the  im- 
ages of  Sarah 
were  superim- 
posed over. the  ra- 
vine on  a  compute 
screen,  then  trans- 
fered  back  to  film. 


DATA:  BOSS  FILM  STUDIOS 


process,  and  even  in  the  transmission  of 
movies."  Fearful  of  losing  control  of  this 
suddenly  key  aspect  of  moviemaking, 
Sony  last  fall  set  up  Imageworks,  its 
own  digital  studio,  to  handle  effects  for 
TriStar  and  Columbia. 

But  the  studios  still  rely  on  effects 
houses  for  much  of  this  work.  For  the 
fantasy  sequences  in  Last  Action  Hero, 
where  characters  and  objects  move  be- 
tween the  real  world  and  the  old-fash- 
ioned action  movie  within  the  movie,  Co- 
lumbia turned  to  imaging  experts 
R/Greenberg  Associates,  which  created 


Disney  discovered  the  same  thing  1 
Hocus  Pocus.  It  built  a  robot  mode 
its  talking  cat,  but  scrapped  it  in  ft 
of  a  computer-generated  head  digit 
grafted  onto  film  of  a  real  cat.  i 
Chris  A.  Bailey,  the  cat's  animation 
pervisor:  "For  things  like  moving 
acting,  computers  have  already 
passed  robot  technology."  It  seems 
the  only  thing  computers  can't  yet 
well  is  produce  an  intelligent  script. 

By  Larry  Armstrong  in  Los  Ang 
with  Richard  Brandt  in  San  Francisco 
Evan  I.  Schwartz  in  New  York 


UTILITIES  FUND 


Lightning  Strikes  Twice: 
Current  Income,  Capital  Appreciation. 


It  seems  only  natural  that  Franklin  was  the  first 
to  offer  a  utilities  fund. 

The  Franklin  Utilities  Fund,  well-established 
for  over  40  years,  invests  in  the  securities  of 
public  utilities,  primarily  in  the  country's  fastest 
growing  regions.  The  investment  objectives: 
current  income  and  capital  appreciation. 

The  fund  is  professionally  managed  and  pays 
you  quarterly  dividends. 


t  Returns  for  the  period  ended  3/31/93  include  the  maxi 
mum  4%  initial  sales  charge  and  assume  reinvestment 
of  dividends  at  the  offering  price  and  capital  gains  at 
net  asset  value.  Investment  return  and  principal  value 
will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original 
cost.  Past  performance  cannot  guarantee 
future  results. 


AVERAGE  ANNUAL  TOTAL  RETURNS* 

1-Year 

5-Year 

10- Year 

18.54% 

13.49% 

13.94% 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FU  N  D 
EXT  1239 


ill  for  a  free  prospectus  containing  more  complete 
nformation,  including  charges  and  expenses.  Please 
read  it  carefully  before  you  invest  or  send  money. 


FRANKLI  N/TEMPLETON   DISTRIBUTORS,  INC. 


EDITED  BY  JULIE  TILSNER 


TRUCK  ENVY 

Thanks  to  low  interest  rates 
and  agressive  pricing,  Detroit 
is  having  a  bang-up  spring: 
Sales  rose  1 4.4%  in  May,  vs. 
a  year  ago.  What's  selling? 
Lots  of  pickup  trucks.  What's 
not?  The  Honda  Accord, 
which  has  slipped  all  the  way 
from  its  traditional  No.  1  spot 
to  No.  7.  Honda  figures  a 
redesigned  line  of  Accords- 
due  this  fall— will  get  the  car 
moving  again. 

MODEL  MAY  SALES 

50,862 
49,633 
33,870 
31,531 
30,684 
28,280 
28,182 
27,605 
27,029 
27,005 


FORD  F  SERIES  PICKUP 
CHEVY  C/K  PICKUP 
FORD  TAURUS 
FORD  RANGER  PICKUP 
TOYOTA  CAMRY 
DODGE  CARAVAN  MINIVAN 
HONDA  ACCORD 
CHEVROLET  CAVALIER 
FORD  EXPLORER 
PONTIAC  GRAND  AM 
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MICROSOFT  HERE, 
MICROSOFT  THERE... 


►  Microsoft  wants  all  your 
office  equipment  to  be  on 
speaking  terms.  The  giant  al- 
ready supplies  the  basic  soft- 
ware that  operates  more 
than  100  million  personal 
computers  worldwide.  Now, 
it's  working  with  Hewlett- 
Packard,  Xerox,  Ricoh, 
Northern  Telecom,  and  some 
50  other  companies  to  supply 
software  that  ties  together 
newfangled  fax  machines, 
copiers,  printers,  and  tele- 
phones. Called  At  Work,  the 
new  software  will  let  people 
edit  incoming  faxes  on  their 
PCs  and  to  fax  documents 
from  copiers,  among  other 
things.  Machines  running  At 
Work  are  due  this  fall. 


CHRYSLER  GOES  FOR 
A  BETTER  GRADE 


►  The  Chrysler  Comeback, 
continued:  Standard  &  Poor's 
says  it  may  bump  the  No.  3 


carmaker's  credit  rating  back 
to  investment  grade,  lifting 
the  company  above  its  cur- 
rent BB  +  rating  for  the  first 
time  since  1991.  The  move 
would  also  save  the  auto 
maker  at  least  $33  million  in 
annual  borrowing  costs.  The 
rating  agency  cites  Chrys- 
ler's earnings,  which  are 
stronger  than  anticipated 
thanks  to  the  success  of  new 
products  such  as  the  Jeep 
Grand  Cherokee  and  I.H  fam- 
ily sedans.  S&P  is  still  moni- 
toring Chrysler's  effort  to 
pay  down  its  $2.3  billion  un- 
funded pension  liability  and 
the  impact  of  a  new  three- 
year  labor  pact  being  negoti- 
ated this  summer  (page  146). 
s&P  should  make  a  final  deci- 
sion by  fall. 


JUSTICE  SWIHGS  AT 
THE  CABLE  INDUSTRY 


►  The  Justice  Dept.  took  on 
the  cable  industry  on  June  9 
by  filing  a  civil  antitrust  suit 
against  Primestar  Partners, 
a  consortium  of  cable  compa- 
nies that  share  a  single  satel- 
lite. Also  targeted  are  Prime- 
star's  10  members  and  their 
parent  companies,  including 
giants  Tele-Communications 
and  Time  Warner.  Experts 
have  long  been  expecting 
government  action  against 
the  cable  industry,  which  has 
seen  very  little  regulation 
during  the  past  decade  in 
spite  of  explosive  growth. 

Justice  alleges  Primestar 
and  its  members  conspired  to 
block  other  companies  from 


A  BEAR  OF  A  PROBLEM 


Details,  details.  Just  now,  what's 
standing  between  Sweden  and 
the  European  Community  is  a 
half-ton,  clawed  and  fanged  de- 
tail. Each  year,  Swedish  hunters 
legally  trim  back  an  underfed 
herd  of  700  brown  bears,  turn- 
ing about  5%  of  the  animals  into 
fireplace  rugs  or  freezer  filler. 
Bear  hunting  is,  in  fact,  a  centu- 
ries-old Swedish  tradition.  But 
this  year,  the  country  began  ne- 
gotiating to  become  a  member  of  the  12-nation  EC — i 
slaughter  of  the  endangered  bruin  is  verboten. 

Sweden's  attempts  to  sway  the  EC  have  met  with  as 
enthusiasm  as  Norway's  resumption  of  hunting  the  e< 
endangered  minke  whale.  "Usually  when  countries  wa 
join  . . .  they  have  to  change  their  laws,"  says  an  EC  spoke: 
Swedes,  though,  rejected  an  EC  position  paper  to  that  eff 
May — citing  a  treaty  that  they  say  permits  "herd  ma 
ment."  The  EC  remains  unimpressed. 


the  direct-broadcast  satellite 
business  by  restricting  ac- 
cess to  their  programming. 
The  government  also  filed  a 
proposed  consent  decree, 
which  would  settle  the  suit 
after  court  approval.  Among 
other  things,  the  decree  pro- 
hibits the  companies  from 
conspiring  to  keep  new  com- 
petitors out,  or  from  retaliat- 
ing against  rivals. 


IVAN  THE 
BACHELOR 


Ivan  F.  Boesky,  the  securi- 
ties dealer  convicted  of  insid- 
er trading  in  1986,  agreed  to 
accept  $20  million  in  cash  and 
$180,000  a  year  for  life  in  a 
divorce  settlement  with  his 


NO*  LET'S  TW<3 
UP  YOUR  , 

TAX  PLAN*- 


wife,  Seema.  Boesky 
won  the  rights  to  a  $2.; 
lion  California  house, 
two  were  divorced  last  r 
after  30  years  of  mar: 
Boesky,  who  told  the 
he  was  broke  becaus 
fines  and  restitutions, 
claimed  that  he  had  mac 
ex-wife  "rich  beyond 
wildest  imaginings."  Bi 
served  three  years  in  pi 


LIVE  FROM  NEW  YOI 
IT'S  MACY'S 


►  The  rag  trade  goes  liv 
June  1,  R.  H.  Macy,  in 
ruptcy  since  early  199$ 
nounced  plans  to  laum 
Macy's,  a  24-hour  sho 
channel.  CBS  producer 
Hewitt  signed  on  as  a  c< 
tant,  and  on  June  7,  j 
Shopping  Network  agrt 
handle  customer  inqi 
and  order-taking.  Othf 
tailers,  among  them 
Fifth  Avenue  and  Bloo 
dales,  also  hawk  their  ' 
on  TV.  But  there  cou 
more  going  on  behin< 
scenes:  Macy's  is  17%-c 
by  Larry  Tisch,  who 
owns  2i67'  of  CBS.  Inc 
sources  speculate  that  t 
bigwig  could  use  the  IV 
channel  as  a  way  to  rc 
the  cable  business  ar 
coup  his  Macy's  invest! 
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We're  Looking  Ibr  Millions  Of 
Missing  Homeowners. 

Millions  of  lower-income  families  have  the  lenders,  real  estate  agents,  credit  counselors, 

desire  to  buy  a  home.  Many  are  ready  now.  appraisers,  and  others  in  the  lending  industry. 

3ut  they  may  be  intimidated  by  the  buying  Together  we  created  an  outreach  program 

Drocess.  Uncertain  how  the  system  works.  to  assist  lower-income  families  who  want  to 

Dr  blocked  by  discrimination.  Others  just  buy  homes.  We  produced  a  guide  to  help  them 

leed  a  little  help  getting  started.  They  may  decide  if  they're  ready.  And  we're  matching 

leed  information  on  how  mortgage  lenders  up  families  with  professionals  in  their  area  who 

;valuate  employment  records.  Or  advice  on  can  help  them  with  the  home-buying  process. 


istablishing  a  credit  history. 


Fannie  Mae  is  the  nation's 


These  are  problems  the  Showing  America  A  New  Way  Home,  largest  source  of  funds  for 
lousing  industry  urgently  needs  to  address.      home  buyers.  For  more  information  about  our 

And  Fannie  Mae  is  taking  the  lead.  We're  efforts  to  help  people  overcome  the  barriers 
'uilding  partnerships  by  bringing  together       to  homeownership,  call  us  at  1-800-548-9444. 

©1993.  Fannie  Mae 


Nows 

You  wanted  the  power  to  choose  from  a  world  oi  dif- 
ferent applications.  DOS  applications. Windows 

I  applications.  OS/2®  applications.  OS/2  2.0 
if  gave  you  the  power.  And  the  response  was 
'  impressixe.  to  sax  the  least.  ( )ver  two  million 
copies  shipped  in  less  than  one  year.  More  than 
1.200  OS/2  applications  ahvadx  available?  But  now 
you  want  more.  More  features.  More  functions.  More 
applications  to  choose  from.  That's  why  we're  intro- 
ducing OS/2  2.1. 

The  new  OS/2  2.1  lets  you  run  the  latest 
\\  indows  3.1  applications,  in  addition  to  the 
DOS.Windows  and  OS/2  applications  you  can 
already  run.  We've  also  added  TrueType  fonts,  select 
Windows  applets.  Hie  Manager  and  support  for 
\\  i  IK  lows  .'.I  printer  and  displax  drixer.-.  it  id  in  ling 
32-bit  seamless  SVGA  support.  And  noxv  you  can 
start  DOS  and  OS/2  applications  from  a  W  IVOS/2 
session,  too. 

Portable  users  xxill  he  glad  to  know  that 
OS/2  2.1  provides  industry-standard  Advanced  Power 

y    If  uh  OS/2  2.1  <n  the  heart  of  your  PC,  you  can  run  a  imrld  of  DOS,  II  indows  and  OS/. 
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locations. 
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Tliere's  no  need  to  bu\  DOS  and  ff  indows  to  ntn  DOS 
and  If  indows  applications. 


Management  (APM)  support,  to  help  ext 
battery  life.  We've  made  the  cursor  larger 
easier  to  tind  your  place  on  the  screen.  A 
OS/2  2.1  continues  to  explt 
the  very  latest  in  technolog 
You'll  find  improved  suppo 
multi-media  applications  a 
pen-based  capabilities,  alo 
with  built-in  CD-ROM  sup 
and  AS/4005  terminal 
emulation. 

Of  course,  OS/2  2.1  st 
gives  you  true  pre-emptive 
multitasking, 
superior  OS/2 
Crash  Protection™ 
and  the  easy-to-use 
object-oriented  Workplace 
Shell™  interface.  All  the 
features  that  made  Version 
an  award-winner.  But  now 
you  also  get  a  whole  new  v| 
of  possibilities. 


npuve 

0 


Introducing  j 
I  ersion  2.  \ 


4 


chance 


S/2  2.1  is  now  also  available  on 
M.  It  comes  with  exciting 
edia  samplers,  full-motion  video 
and  more. 

)emand  OS/2  2.1 
reloaded  on  your 
ext  PC. 


to  run 


ith  our  free  demo  diskette,  you  s\a  /o  o  l   4  J 

i  out  even  more  about  all  the  US/ 1  2.1  Advantages 


Improves  productivity  Easy  to  use 

•  Now  runs  OS/2,  DOS  •  Now  also  available  on 
and  new  Windows  3.1  CD-ROM 
applications.  •  Object-oriented  Workplace 

•  New  TrueType  fonts,  Shell  Interface. 
Windows  applets.  Advanced  32-bit 
File  Manager  architecture 

•  Advanced  Power  •  Seamless  SVGA  support 
Management  (APM)  •  Fully  exploits  latest 
support  extends  battery  multimedia  applications 
life  for  portables.  •  Supports  CD-ROM, 

a   I  |  J  •  OS/2  Crash  Protection  and       PCMCIA  and  pen 

pre-emptive  multitasking.  technologies. 


he 


powerful  features  OS/2  2.1  has  to 
offer.  For  your  copy,  to  find  out 
more  about  OS/2  2.1,  or  to  order, 
b  call  1  8003-IBM-OS2. 
In  Canada,  call  1  800  465-7999. 

rate  at  a  higher  level." 


world 


ROM  with  list  of  OS/2  applications,  call  Walnut  Creek  at  1  800  786-9907  IBM.  AS/400.  OS/2  are  registered  trademarks.  OS/2  Crash 
d  Workplace  Shell  are  trademarks,  and  "Operate  at  a  higher  level'  is  a  service  mark  ot  International  Business  Machines  Corporation 
trademark  of  Microsoft  Corporation  TrueType  is  a  trademark  of  Apple  Computer,  Inc  ©1993  IBM  Corp 


Home  Equity  * 

AMERICAN 
DREAM 

EJ 

<§NBC 

AN  UNPRECEDENTED  CABLE  TV  EVENT,  ONLY  ON  CNBC. 

JUNE  14  -  JUNE  18 


One  night  at  a  Chicago  Bulls  game  23-year-old  salesman  Don  Calhoun  took  one  shot  for  $1  million.  And  he  made  it 
A  special  edition  of  "Your  Portfolio"  features  this  instant  millionaire  and  his  family,  recommending  how  to  invest  their 
fortune  for  a  richer  future.  Next,  on  "Moneytalk,"  learn  more  about  shooting  for  success  as  top  entrepreneurs  reveal  the 
moves  they're  using  to  make  their  all-American  dreams  come  true.  *  Live  the  dream  with  CNBC's  "Achieving  the 
American  Dream,"  a  whole  week  featuring  interactive  programs  addressing  what  it  takes  to  make  it  in  America  today. 
Spend  some  time  with  us  so  you,  too,  can  afford  the  dream. 


WEDNESDAY,  JUNE  16 


<§NB 
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tBOR  DIDN'T  EXPECT  MUCH  FROM  BILL 
ID  IS  GETTING  EVEN  LESS 


yen  though  the  AFL-CIO  went  all-out  for  Bill  Clinton  last 
fall,  labor  leaders  greeted  the  new  Administration  with 
limited  expectations.  They  were  counting  on  Clinton  to 
ie  some  public-works  spending  and  modest  changes  in  la- 
ws. The  big  prize:  national  health  insurance,  a  goal  of  or- 
sd  labor  for  decades. 

I  with  Clinton's  political  strength  at  a  low  ebb,  even 
limited  goals  look  elusive.  Clinton's  stimulus  package 
sarly,  and  his  plans  for  "investments"  in  infrastructure 
)b  training  are  in  jeopardy  in  Congress.  Labor  is  sticking 
Clinton— it  has  nowhere  else  to  go— but  it's  increasingly 
ient.  "We're  still  hoping,"  says  a  rueful  labor  lobbyist, 
on's  still  in  the  learning  process.  He  may  be  a  slower 
jr  politically  than  previous  Presidents." 
x>r's  next  setback  will  likely  come  when  Congress  takes 
fislation  prohibiting  companies  from  hiring  permanent  re- 
nents  for  striking  workers.  The  House  is  expected  to 
;he  measure  this  month.  But  Clinton's  woes,  and  Demo- 
Senator  Robert  C.  Krueger's  loss  to  Kay  Bailey  Hutch- 
n  a  June  5  special  election  in  Texas,  probably  doom  the 
es  of  breaking  a  GOP  filibuster. 

ED  clout.  Unions  have  been  cheered  by  Hillary  Rod- 
Clinton's  support  for  a  generous  health-care  plan  fi- 
d  by  a  tax  on  employers.  The  big  fear  now  is  that  the 
listration  will  lack  the  clout  to  push  the  program  through 
•ess  even  next  year. 

nically,  the  only  real  help  unions  are  getting  these  days 
n  the  National  Labor  Relations  Board,  which  acquired  a 
S  promanagement  slant  in  the  last  12  years.  Clinton's 
ess  in  filling  jobs  left  the  board  fully  in  the  hands  of  GOP 
itees.  But  on  May  28,  the  nlrb  handed  labor  a  big  victo- 
len  it  made  it  harder  for  employers  to  bypass  unions 
they  set  up  worker-management  teams.  The  decision, 
involved  several  DuPont  Co.  plants,  extended  an  earli- 
ing  that  worker  committees  at  nonunionized  facilities 
>e  illegal  "company  unions." 

.h  the  tide  running  against  labor  on  Capitol  Hill,  unions' 
strategy  may  be  working  to  save  Democrats  in  what 


could  be  a  rough  midterm  election  in  1994.  The  biggest  danger 
is  that  the  GOP  could  win  the  five  seats  it  needs  to  recapture 
the  Senate.  That's  why  many  labor  leaders  are  refocusing 
their  political  efforts  on  the  state  and  local  level  rather  than  on 
Washington.  "We're  not  counting  on  anybody  bailing  us  out," 
says  Christopher  L.  Scott,  president  of  the  North  Carolina  afl- 
CIO.  "We're  here,  scratching  and  clawing." 

By  Christina  Del  Voile 


AN  ACTIVIST 
AT  ANTITRUST 


The  conflict  between  old  liberals  and  New  Democrats  for 
the  soul  of  the  Clinton  Administration  may  cause  tension 
in  the  Justice  Dept.'s  Antitrust  Div.  The  Clintonites 
have  said  they  favor  mergers  that  promote  U.  S.  competi- 
tiveness. But  the  President's  nominee  to  head  Antitrust, 
Anne  K.  Bingaman,  is  a  plaintiffs  lawyer  with  a  reputation  for 
being  tough  on  big  companies. 

Bingaman,  the  wife  of  Senator  Jeff  Bingaman  (D-N.M.), 
helped  break  up  the  international  uranium  cartel  in  the  late 
1970s.  She  now  represents  Floridians  who  claim  Southern 
Bell  Telephone  &  Telegraph  Co.  forced  them  to  buy  unneeded 
services.  If  confirmed,  she  may  go  after  pricing  arrangements 
between  manufacturers  and  distributors,  an  area  which  Demo- 
crats say  has  been  neglected.  "She's  likely  to  be  an  activist," 
says  former  New  York  state  antitrust  chief  Lloyd  Constantino. 

But  international  competitiveness  is  a  fresh  challenge  for 
Bingaman.  Fans  of  new-style  antitrust  policy  count  on  George- 
town University  law  professor  Robert  Pitofsky,  a  Clinton  ad- 
viser, to  coach  her.  He  holds  the  view  that  U.  S.  companies  in 
key  distressed  industries,  such  as  aerospace,  should  be  allowed 
to  consolidate  to  meet  foreign  competition.  Bingaman  is  expect- 
ed to  be  both  a  tough  enforcer  and  a  New  Democrat.  That  will 
require  her  to  find  the  narrow  path  between  liberal  and  mod- 
erate policies  that  has  so  far  eluded  Bill  Clinton. 

By  Catherine  Yang 
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re  companies  getting  too  good  at 
protecting  data  from  electronic 
pers?  Perhaps,  the  government 
.  It  fears  that  widely  used  com- 
:ial  data-security  technology  could 
drug  dealers  and  money-launder- 
i  big  leg  up  on  law-enforcement 
cies.  So  despite  the  overwhelm- 
pposition,  the  National  Institute  of 
dards  &  Technology  is  pushing 
lanies  to  adopt  an  encryption  tech- 
iy  it  has  developed  that  would 
i  it  easier  for  the  government  to 
sdrop.  NIST's  "key  escrow"  chip 
d  protect  everything  from  E-mail 
ink  teller  machines.  But  business- 


es have  three  big  objections:  Despite 
elaborate  safeguards,  companies  fear 
the  government  could  monitor  commu- 
nications at  will.  Because  the  actual 
encryption  method  is  secret,  they're 
not  satisfied  with  government  assu- 
rances that  it  is  secure  from  hacker 
attack.  And  they  don't  like  the  fact 
that  they  would  have  to  buy  a  custom 
computer  chip  rather  than  more-flex- 
ible software.  To  ease  these  fears,  nist 
will  let  a  team  of  independent  experts 
study  the  classified  computer  code. 
And  in  a  bow  to  reality,  the  agency 
has  agreed  that  the  new  chip  will  be 
used  only  by  government  agencies  "un- 
til significant  public  policy  and  technical 
issues  . . .  are  fully  understood." 


ELECTIONS 


Democratic  officeholders,  who  are 
feeling  growing  trepidation  about 
the  1994  election,  found  little  comfort 
in  early  June  voting.  Though  the  deba- 
cle in  Texas  grabbed  the  headlines, 
there  were  worrisome  signs  in  New 
Jersey  and  California.  In  the  Garden 
State,  Christine  Todd  Whitman  handi- 
ly won  the  GOP  gubernatorial  nomina- 
tion on  June  8  and  is  expected  to  give 
battered  incumbent  Democrat  Jim  Flo- 
rio  a  tough  race  this  fall.  And  in  the 
Los  Angeles  mayoral  election,  conser- 
vative businessman  Richard  Riordan's 
rout  of  Michael  Woo  suggests  trouble 
ahead  for  liberals. 


TON  OUTLOOK 
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From  chemistry  to  candy  bars,  more  global  companies 

BECAUSE  Citibank  forges  solid,  long-term  relationships  with  its  customers— over  70  years  * 
with  Dow  and  Nestle.  BECAUSE  Citibank  has  established  an  extraordinary  record  in  forjj 
exchange,  ranked  number  one  by  customers  worldwide  for  15  consecutive  years.  BECAUSE  no  th 


and  Nestle  choose  Citibank  than  any  other  bank. 

an  match  Citibank's  expertise  and  experience  in  emerging 
;s— over  90  years  in  Asia,  and  75  years  in  Latin  America. 

AUSE  THE   CITI   NEVER   SLEEPS  CITIBANK 


nternational  Business 


►  Further  democratic  reforms 

►  Big  cuts  in  government  subsic 

►  Higher  interest  rates  to  slow  i 
f  lation  and  curb  credit  growtl 

►  Faster  privatization 


►  IMF  loans  of  up  to  $7  billion 

►  World  Bank  loans  of  up  to  $5 
billion  and  aid  for  pri  vatiza  ti : 

►  Up  to  $25  billion  in  assistanci 
from  the  U.S.,  Japan,  and  o- ■ 
countries 

DATA:  INSTITUTE  Of  INTERNATIONAL 
FINANCE,  BUSINESS  WEEK 


RUSSIA:  THE  CAVALRY 
IS  ON  THE  WAY 


But  will  S30  billion  in  international  aid  keep  the  nation  afloat? 


A few  months  ago,  the  outlook  for 
large-scale  Western  aid  to  the 
battered  Russian  economy 
seemed  as  dark  as  the  plot  of  a  Dostoev- 
ski novel.  But  suddenly,  as  the  Tokyo 
economic  summit  nears,  plans  are  shap- 
ing up  to  confer  grants,  credits,  and 
debt  concessions  worth  up  to  $37  billion 
on  Russia,  almost  twice  as  much  as  in 
1992  (table).  And  President  Clinton 
hopes  to  add  to  the  pile  with  a  S4  billion, 
internationally  financed  fund  for  helping 
private  companies. 

About  S16  billion  of  the  package  is 
simply  debt  rescheduling,  which  reduces 
the  out-of-pocket  costs  to  those  helping 
Russia.  Even  so.  it's  hard  to  see  why 
anyone,  especially  such  a  tough  lender 
as  the  International  Monetary  Fund, 
would  ever  lift  a  finger  for  a  country 
that's  a  development  banker's  worst 
nightmare.  Russia's  inflation  is  still  run- 
ning at  nearly  20$  a  month.  The  ruble 
has  plunged  to  1.100  to  the  dollar — a 
nearly  tenfold  drop  during  the  past  year. 
Counterfeit  currency  can  be  found  ev- 
erywhere. The  government  cannot  ser- 
vice any  of  its  S72  billion  in  foreign 
debts,  and  it  expects  a  deficit  of  10  tril- 
lion rubles  in  1993. 


But  over  the  last  two  months,  new 
attitudes  have  developed  in  the  interna- 
tional community.  The  first  is  a  slowly 
growing  hope,  in  and  out  of  Russia, 
about  the  country's  future.  Just  as  im- 
portant is  the  sense,  especially  in  the 
U.  S.,  that  Russia  is  at  a  crossroads  and 
must  be  helped,  whatever  the  risk.  "The 
stakes  are  so  large  it's  vital  to  encour- 


age reform,"  stresses  Robert  B.  Zoe 
George  Bush's  Under  Secretary  of  I 
in  charge  of  Russian  assistance, 
should  not  treat  Russia  like  a  I 
American  debt  nation."  Help  Russia, 
argument  goes,  and  you  maintain  9 
stability.  Do  nothing,  and  you  may 
all  the  benefits  to  be  had  from  the 
ing  of  the  cold  war. 

With  this  sense  of  urgency  buil< 
IMF  and  Administration  officials  wat 
anxiously  for  signs  of  progress, 
months  ago  there  was  a  real  risk 
Weimar  Russia  converting  back  to 
munism."  says  Lawrence  H.  Sumfl 
Treasury  Under  Secretary  for  intt 
tional  affairs.  But  President  Boris 
sin's  victory  over  conservatives  in 
Apr.  25  referendum  changed  the  nj 
Since  then,  he  has  increased  his  ij 
ence  over  Russia's  central  bank,  ^ 
has  raised  interest  rates  to  combal 


CLINTON  WANTS  TO  PROVIDE  FLEDGLING  RUSSIAN  CAPITALISTS  WITH  $4  BILLION 
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lation,  and  stepped  up  the  pace  of 
ization  of  farms  and  factories. 

progress  in  Moscow  has  rein- 
[  Clinton's  zeal  to  boost  U.  S.  assis- 
Bush  extended  $4.5  billion  in  agri- 
al  credits  to  Russia  but  provided 
1417  million  in  direct  assistance  in 
Clinton  has  proposed  an  additional 
lillion  in  direct  aid  to  Russia  and 
former  Soviet  republics  over  the 
4  months.  The  plan  passed  its  first 
;  on  May  26,  when  a  House  Appro- 
ins  subcommittee  figured  out  how 
d  the  request. 

provide  new  Russian  capitalists 
>4  billion,  Clinton  is  expending  po- 

capital  to  get  Japan,  Germany, 
3,  Italy,  Britain,  and  Canada  to 
n.  On  June  8,  Secretary  of  State 
m  M.  Christopher  flew  to  Europe 
hat  an  aide  calls  "a  little  bit  of 
latic  arm-twisting."  He  will  have 
st  hard.  European  nations,  deep  in 
ion,  aren't  in  a  mood  to  offer  more 
hey  have  already  promised. 
>  imf.  At  times,  Clinton's  enthusi- 
las  been  counterproductive.  The 

miffed  that  Administration  offi- 
.ave  pressured  it  to  release  a  first 
ment  of  $1.5  billion  in  credit  by 
me,  whether  the  Russians  meet  all 
ions  or  not.  "We  don't  take  orders 
^resident  Clinton,"  sniffs  one  fund 
1,  who  says  the  IMF  will  release  the 

as  soon  as  its  board  formalizes 
•eement  with  Russia.  That  should 
before  the  summit,  where  leaders 

seven  industrial  powers  can  be- 
ne aid  on  Yeltsin, 
ibtain  IMF  credits,  the  Russian  au- 
3S  have  agreed  to  specific  targets 
rbing  inflation  and  reducing  the 
.  On  June  2,  the  central  bank 

its  short-term  interest  rate  from 
o  110%  a  year.  But  the  IMF  wants 
ussian  authorities  to  raise  their 
s  close  to  commercial-bank  rates, 
tly  160%,  by  July  15.  The  IMF's 

to  reduce  inflation  to  5%  a  month 

end  of  1993. 

not  everyone  is  finding  it  easier  to 
ith  the  Russians  now.  A  consor- 
)f  Western  commercial  banks  is 
iting  for  repayment  of  up  to  $25 
in  debt  run  up  by  the  former  Sovi- 
ion.  According  to  one  banking 
,  the  lenders  have  offered  a  five- 
moratorium,  with  repayment 
ed  out  over  the  next  10  years, 
e  Russian  government  is  balking 
lands  for  repayment  guarantees, 
danger  is  that  the  Yeltsin  govern- 
.vill  start  balking  at  many  more 
ds  from  creditors  if  Russia  deteri- 
That's  the  pessimists'  scenario, 
w,  the  Clinton  Administration  and 
f  are  betting  on  the  happy  ending. 
~>wen  Ullmann  in  Washington,  with 
h  Stead  in  Moscow  and  Bill  Javetski 
kholm 


KAZAKHSTAN  I 


KAZAKHSTAN  IS  CUTTING 
PRETTY  SLICK  OIL  DEALS 


With  two  new  agreements,  it's  a  role  model  for  other  republics 


Two  years  ago,  it  was  a  Soviet  re- 
public most  Westerners  had  never 
heard  of.  But  Kazakhstan  is  inde- 
pendent now — and  the  Central  Asian 
country  that  no  one  knew  has  become 
the  world's  hottest  oil  play.  How  hot? 
On  June  8,  OPEC  said  Kazakhstan  could 
have  observer  status  in  the  oil  cartel. 
And  on  June  9,  top  managers  from  sev- 
en of  the  world's  biggest  energy  compa- 
nies penned  an  agreement  in  Alma  Ata, 
the  Kazakh  capital,  to  open  a  huge 
stretch  of  the  Caspian  Sea  to  Western 
production.  That  agreement  follows 
Chevron  Corp.'s  April  announcement  of 
a  multibillion-dollar  joint  venture  to  drill 


WHILE  FOREIGN  OIL  VENTURES 
STALL  OUT  IN  RUSSIA... 


Company/Where 

Status 

PHIBRO,  ANGLO-SUISSE/Siberia 

Bogged  down 

MARATHON,  MITSUI,  SHELL/ 

Deal  delayed 

Sakhalin  Island 

CONOCO/Northern  Russia 

Proceeding  slowly 

...IT'S  FULL  SPEED  AHEAD 

IN  KAZAKHSTAN 

CHEVRON/Tenghiz 

Launched  in  April 

AGIP,  BRITISH  GAS/Karachagansk 

Close  to  agreement 

MOBIL,  SHELL,  TOTAL,  AGIP,  STATOIL, 

Deal  signed  in  June 

BRITISH  GAS,  BP/Caspian  Sea 

DATA:  BUSINESS  WEEK 


in  Kazakhstan's  huge  Tenghiz  field. 
Coming  up:  a  natural-gas  deal  with  Brit- 
ish Petroleum  Co.  and  Italy's  Agip.  Ka- 
zakhstan, says  one  oilman,  "could  be  the 
next  Kuwait." 

The  landlocked  country  also  could  be 
the  answer  to  oilmen's  dreams  of  finally 
making  money  in  the  former  Soviet 
Union.  They  certainly  haven't  profited 
yet  from  their  efforts  in  Russia,  where 
energy  companies  have  encountered  one 
frustration  after  another  (table).  In  con- 
trast, it's  much  easier  to  make  progress 
with  the  strong  Kazakh  regime.  Says 
one  U.  S.  oil  executive  who  deals  with 
both  the  Kazakhs  and  the  Russians: 
"Kazakhstan  has  a  government,  and  the 
Kazakh  government  controls  Kazakh- 
stan. Who  controls  Russia?" 

It  helps  that  the  Kazakh  government 
controls  a  part  of  the  Caspian  that  may 
have  as  much  as  35  billion  barrels  of 


recoverable  oil.  Chevron,  already  pump- 
ing at  Tenghiz,  more  than  doubles  its  oil 
reserves  through  its  Kazakh  deal:  It 
could  be  producing  700,000  barrels  a  day 
by  the  next  decade.  If  the  various  proj- 
ects pan  out,  says  Nursultan  Nazar- 
bayev,  the  country's  president,  Kazakh- 
stan "will  become  one  of  the  world's 
leading  oil  exporters." 
treacherous.  For  the  newly  indepen- 
dent republics  that  have  broken  free  of 
Moscow,  Kazakhstan's  oil  agreements 
"are  already  serving  as  a  model,"  says 
Matthew  Sagers,  director  of  energy  ser- 
vices at  consultants  PlanEcon  Inc.  in 
Washington.  Azerbaijan,  for  example,  is 
now  structuring  agree- 
ments in  its  part  of  the 
Caspian  much  like  Chev- 
ron's at  Tenghiz. 

North  of  Kazakhstan,  in 
Russia  itself,  things  are 
different.  Instead  of  ea- 
gerly recruiting  outside 
help,  Moscow's  bureaucra- 
cy has  proved  treacherous 
going  for  international  oil 
companies.  Just  in  early 
June,  Russian  energy  offi- 
cials surprised  foreign  oil- 
men by  temporarily  sus- 
pending pipeline  privileges 
for  several  joint  ventures. 
Because  of  such  confu- 
sion, say  industry  execu- 
tives, Russia  has  failed  to 
cut  any  oil  deals  as  big  as 
Kazakhstan's. 
Nowhere  is  the  chaos  more  evident 
than  in  the  White  Nights  project,  Rus- 
sia's foremost  joint  venture  with  West- 
ern companies.  Launched  in  1990  in  Sibe- 
ria, it  linked  state  oil  group  Varyegan- 
neftegas  with  Salomon  Brothers'  Phibro 
Energy  Production  Inc.  and  Houston's 
Anglo-Suisse.  The  deal  has  been  plagued 
by  bickering  almost  from  the  start.  Phi- 
bro, which  has  sunk  almost  $120  million 
into  White  Nights,  has  warned  that  the 
Russians'  squabbling  could  close  the 
venture  down. 

Russia's  oil  patch  may  yet  turn  out  to 
be  an  investor-friendly  place.  Efforts  to 
rewrite  Russia's  constitution  could  clear 
away  the  legal  uncertainties  that  en- 
snare many  foreign  oil  companies.  Mean- 
while, Kazakhstan  is  gaining  by  leaps 
and  bounds  on  its  former  master. 

By  John  Rossant  in  Alma  Ata,  with 
Deborah  Stead  in  Moscow 
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FRANCE  OFFERS  TAX  BREAKS  FOR  NEW  CONSTRUCTION  AND  HIRING 


DOWN  AND  OUT— IN 
ROME,  BONN,  MADRID... 


Record  postwar  unemployment  has  the  EC  in  a  state  of  crisis 


Only  once  before  has  Fiat  taken 
such  a  drastic  step:  in  1979, 
when  Italy  was  in  turmoil  and 
the  car  market  slumped.  This  year,  with 
sales  down  more  than  20%,  the  auto 
maker  has  again  declared  a  state  of  cri- 
sis. That  lets  it  legally  shove  workers 
out  factory  doors  in  huge  numbers  on 
week-to-week  furloughs.  An  average  of 
20,000  Fiat  employees  will  likely  be  out 
of  work  for  many  months.  And  if  the 
cars  don't  start  selling,  a  lot  of  workers 
could  risk  losing  their  jobs  for  good. 

The  crisis  isn't  just  at  Fiat.  As  Europe 
plunges  deeper  into  its  worst  postwar 
recession,  a  flurry  of  pink  slips  is  push- 
ing unemployment  toward  record  levels 
(chart).  And  that's  scaring  governments 
silly.  Job  protection  has  become  the  top 
worry.  At  the  European  Community's 
Copenhagen  summit  on  June  21-22,  jobs 
will  be  the  key  issue.  In  France,  the 
government  is  rushing  through  emer- 
gency steps,  such  as  tax  incentives  for 
construction,  while  Britain  is  offering 
help  to  job-creating  startups. 
dark  warnings.  Sadly  for  Europe, 
such  finger-in-the-dike  measures  by 
cash-strapped  governments  won't  solve 
the  problem.  Aside  from  Britain's  cur- 
rent weak  upturn,  European  recovery 
may  be  a  year  away.  Even  then,  nag- 
ging structural  problems  mean  Europe 


UNEMPLOYMENT  IN  THE 
EUROPEAN  COMMUNITY 


faces  a  long-term  struggle  to  create 
enough  work  to  go  around. 

"Something  is  basically  wrong,"  says 
Padraig  Flynn,  the  EC's  social  affairs 
commissioner,  who  notes  that  even  the 
late-1980s  boom  made  only  a  small  dent 
in  unemployment.  A  big  cut,  he  figures, 
would  require  5%  to  6'7'  yearly  economic- 
growth  for  the  rest  of 
the  decade.  "That's  not 
going  to  happen,"  he 
says.  In  Spain,  22f;f  un- 
employment is  the  cru- 
cial issue  for  the  new 
government  (page  60) — 
with  union  leaders 
warning  of  a  generation 
growing  into  middle 
age  without  finding 
work. 

At  Copenhagen,  lead- 
ers are  likely  to  launch 
an  18-month  search  for 
solutions.  Freeing  com- 
panies from  the  crushing  costs  of  Eu- 
rope's social  net  is  the  key  structural 
move,  many  experts  say.  For  EC  Com- 
mission President  Jacques  Delors,  it  is  a 
vicious  cycle:  The  cost  of  carrying  17 
million  jobless  hurts  EC  competitiveness, 
he  says,  and  throws  still  more  workers 
on  the  street. 

Sharp  cuts  in  benefits  are  not  a  feasi- 


FEWER  PAYCHECKS 
FOR  EUROPEANS 
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ble  solution:  They  might  bring  on 
cial  explosion.  Instead,  experts  suj 
gradually  shifting  more  of  such 
from  companies  to  employees — A 
can  style.  Another  remedy:  greatei 
ployment  flexibility,  including  job- 
ing  by  part-time  workers.  Shorter  1 
leaders  hope  $42  billion  in  planned 
its  and  guarantees  from  Brussels  ai 
governments  for  infrastructure  s] 
ing  will  dull  the  pain  of  joblessness 
band-aid  remedies.  That's  only  a 
gap,  however:  Europe  is  trying  to 
unemployment  on  a  shoestring.  Gc 
ny,  already  spending  $28  billion  ann 
to  curb  unemployment  in  the  east, 
afford  new  programs.  But  elec 
loom  next  year,  and  unemployme 
apt  to  be  a  critical  priority.  For  exai 
although  engineering  giant  Mai 
mann  has  cut  10%  of  its  work  force 
early  1992,  CEO  Werner  H.  Dieter 
the  layoff  pace  must  speed  up. 
chemical  producer  Hoechst  warns  tl 
may  move  8,500  jobs  outside  Germ; 

In  Britain,  the  government  is  off< 
Band-Aids  such  as  small  increases  i: 
employment  checks  for  jobless  pi 
who  do  voluntary  community  worl 
cash-strapped  France,  an  emerg 
plan  taking  effect  on  July  1  will  ex 
companies  from  health-care  and  < 
social  charges  on  hires  of  low-sl 
workers  and  will  give  tax  credits 
apprenticeship  programs.  But  comp: 
have  rejected  labor  demands  that 
create  new  jobs  as  part  of  the  pla: 
reply,  unions  are  threatening  strike 
Job  woes  are  stirring  other  dange 
trade  fight  could  flare  up  over  the 
new  effort  to  limit  imports  of  Japa 
cars.  A  rising  backlash  against  i 
grants,  in  Germany  and  other  coun 

 1  is     another  w( 

France's  new  cons 
tive  government 
launched  a  tough 
program,  including 
dom  sidewalk  chec 
identity  papers, 
at  eventually  redi 
immigration  to  zer 
Britain,  racist  inci 
are  on  the  rise, 
with  work  stoppag' 
anxious  workers 
ing   job  guaran 
"There's  a  lot  of  di 
tent  out  there," 


Frank  Dobson,  shadow  employmen 
retary  in  Britain's  Labor  Party. 

"The  prognosis  is  very  grim,"  sa 
Commissioner  Flynn.  Europe's  i 
are  going  to  be  anguishing  over  : 
dies  for  a  long  time  to  come. 

By  Stewart  Toy  in  Paris,  with 
Tern/pieman   in  Bonn,  Patrick  Ost 
Brussels,  and  bureau  reports 
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Wken  you  had  a  hundred 
things  to  do,  you  still  found  time 
to  look  into  INVESCOs 
Financial  Emerging 
Growth  Fund. 

And  now  your  daily  to-do  list 
is  clown  to  just  18. 


Imagine  getting  in  on  the 
ground  floor  of  something  big.  Like 
wken  a  small  company  develops  a 
new  product.  Or  moves  into  a  new 
geographical  market.  With 
INVESCO's  Emerging  Growth 
Fund  you  could.  While  past 
performance  is  no  guarantee  of 
future  results,  hy  investing  for  long- 
term  capital  growth  from  equity 
investments  in  companies  with 
market  capitalizations  of  less  than 
$500  million,  this  ag  gressive  fund 
returned  18.96%.  That  easily 
outpaced  the  9.52%  of  the  Dow 
Jones  Industrial  Average  for  the  one 
year  period  ended  3/31/93.  Tliat 
type  of  performance  had  Emerging 
Growth  also  identified  as  one  of  die 
"top  ten  performing  small  company 
stock  funds"  hy  Investment  Advisor 
magazine. 

As  every  investor  knows, 
anytime  you  seek  higher  rewards, 
you  assume  higher  risks.  While  this 
Fund  may  not  be  for  everyone,  it 
can  plav  an  important  role  in  a  well- 
diversilied  portfolio. 

I  he  Emerging  Growth  Fund 
is  one  of  die  smart  choices  torn 
INVESCO,  investment  advisers 
for  over  60  years  and  part  of  the 
$601  lillion  INVESCO  global 
investment  management  network. 
So  put  "call  for  more  information" 
on  your  to-do  list  today,  and  tell 
three  of  your  friends  about 
INVESCO's  Emerging  Growdi 
Fund.  It'll  make  it  easier  to  work  up 
a  foursome  in  die  future. 


INVESCO's  Financial 
Emerging  Growth  Fund 

Annualized  Return  Through  March  31. 1993 

One  Year 

18.96% 

Since  Inception 

20.73% 

^\  INVESCO 
|    )  FUNDS  GROUP 

^/       Manager  ol  The  financial  Funds 

Just  one  o  fthe 
smart  choices  you've  made. 

1-800-525-8085 

lones  Industrial  Average  is  an  unmanaged  index  of  stocks  considered  to  be  representative  of  the  stock  market  in  general.  The  February  1993  issue  of  Investment  Advisor  magazine  ranked  the  Fund  7th  out  of  92  total  funds 
stwith  small  companies  (.is  determined  either  by  small  market  capitalizations,  sales  or  assets)  tot  the  one  year  period  ended  12/31/92.  Total  return  assumes  reinvestment  of  all  dividend  and  capital  gain  distributions  for  the 
licated.  Investment  tertirn  and  pnncipal  value  will  fluctuate  so  that,  when  redeemed,  an  investors  shares  may  be  worth  more  or  less  than  their  onginal  cost.  For  more  complete  intormauon,  including  management  fees  and 
all  ot  wnte  fot  a  prospectus.  Read  it  carefully  before  you  invest  ot  send  money.  INVESCO  Funds  Group,  Inc.,  Distnbutot. 


Let's  say  you  run  a  majoi  airline.  And  let's  assume,  in  IC^/W 
you  typically  sell  235,000  tickets.  Tlien,  suddenly,  a  fare  war  hits.  Tlie  demand  fo 
tickets — and  on  your  reservation  system — can  triple.  That  means  you  have  th 
potential  to  sell  705,000  TICKETS^ 


you 


computei'  system  s  peak  capacity*  cant  handle  these  additional  calls,  they'll  go  to  th 
competition.  That's  why  a  number  of  airlines  Jiave  specified  EMC's  disk  storag 
solutions.  TJiey  allow  mainframe  and  midrange  computer  systems  to  dramaticall 
increase  performance  without  costly  CPU  upgrades.  Now,  lets  assume  the  average  cos 
of  a  ticket  is  SI  10.  If  your  computer  system  could  handle  all  those  incremental  call 

that  would  mean  a  revenue  hicrease  of  over  $  IVI1LLI0NI  ^er  ^a 

EMC's  disk  storage  solutions  are  designed  to  help  any  business  become  more  competitn 
See  how  we  can  help  you  handle  more  peak  performance  trans- 


actions by  calling  1-800-424-EMC2,  extension  GM368B. 

g  1993  EMC  Cyrporation.  EMC  is  a  Iras.    ;,k  of  EMC  Corp. 
'Assumes  peak  capacity  «J 590,000.  U5j00Ov       ■  ■•  ■  21  calls  at  Si  10 per  ticket. 


EMC 

THE  STORAGE  ARCHITECT 
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Commentary/by  William  C.  Symonds  and  Seth  Payne 


CLEAR  THE  AIR  BETWEEN  THE  U.S.  AND  CANADA 


go  its  credit,  the  Clinton  Adminis- 
tration is  giving  high  priority  to 
opening  up  more  of  the  world's 
s  to  unfettered  competition.  In  ear- 
lay,  the  U.  S.  began  talking  with 
ain  about  liberalizing  the  highly  re- 
tive  agreement  that  currently  gov- 
flights  between  the  two  nations, 
imilar  treaty  with  France  expired 
/lay  3,  and  the  U.  S.  is  now  resist- 
French  demands  to  restrict  access 
heir  market.  Negotiations  are  un- 
way  with  Germany,  and  the  U.  S.  is 
suring  Japan  and  Australia  to  hon- 
xisting  agreements, 
at  for  all  this  activity,  there's  been 
ious  little  action  on  a  market  that's 
e  heavily  traveled 
i  any  of  the  above: 
U.  S.  and  Canada, 
e  Americans  fly  to 
ida  than  to  any  other 
itry,  yet  talks  about 
r  flight  between  the 
nations  are  in  a  hold- 
pattern.  The  treaty 
s,  stalled  since 
rge  Bush  left  office, 
get  back  on  track 
wing  a  June  30  meet- 
in  Ottawa.  At  the 
e  time,  the  Transpor- 
>n  Dept.  is  taking  one 
poll  of  the  industry 
■y  to  forge  a  consen- 
Canada,  meanwhile, 
been  distracted  by  a 
.te  over  whether  to 
v  American  Airlines 
to  buy  25%  of  Cana- 
Airlines  Internation- 
al., one  of  its  two  big 
iers.  But  in  late  May, 
deal  cleared  a  key  hurdle  when  it 
approved  by  Canadian  authorities. 
moded.  The  costs  of  this  inertia 
enormous.  Despite  the  four-year- 
U.  S.-Canada  Free  Trade  Agree- 
t,  air  travel  between  the  two  coun- 
is  still  restricted  by  an  outmoded 
;y.  U.  S.  carriers  can  serve  just  44 
.horized"  routes,  Canadians  28. 
£s  not  listed  in  the  agreement  can- 
3e  served,  regardless  of  demand. 
ie  result:  There  are  no  nonstop 
ts  between  Washington's  National 
ort  and  Ottawa,  Canada's  capital, 
fall,  the  Toronto  Blue  Jays  beat 
Ulanta  Braves  in  the  World  Series, 
there  are  still  no  nonstop  flights 


between  the  two  cities- — a  market  Air 
Canada  Chief  Executive  Hollis  Harris 
calls  the  largest  unserved  air  route  in 
North  America.  For  Midwesterners,  it 
can  be  cheaper  and  easier  to  fly  to  the 
Swiss  Alps  than  the  Canadian  Rockies. 

A  new  treaty  would  benefit  both 
countries.  A  recent  study  sponsored  by 
a  group  of  U.  S.  airports  concluded 
that  if  the  skies  were  opened  up,  trans- 
border  traffic  would  almost  double 
within  a  few  years,  to  more  than  15 
million  passengers  annually.  The  study 
also  estimated  that  the  resulting  in- 
crease in  tourism  and  trade  would  gen- 
erate $10.3  billion  a  year  in  additional 
economic  activity. 


OPEN  SKIES  WOULD  HELP  THE  ECONOMY, 
YET  ADD  NOTHING  TO  THE  DEFICIT 


In  theory,  both  the  U.  S.  and  Canada 
support  open  skies.  The  current  ar- 
rangement "doesn't  serve  the  interests 
of  business,  the  traveling  public,  or  the 
air  carriers — on  either  side  of  the  bor- 
der," says  Daniel  Molgat,  the  chief  Ca- 
nadian negotiator.  But  U.  S.  Transpor- 
tation Secretary  Federico  F.  Pena  has 
delayed  pushing  the  talks  until  he  sees 
a  sign  that  Canada  will  budge. 

Ottawa  now  indicates  it  will  do  that. 
New  talks  may  get  under  way  by  early 
summer.  But  for  them  to  succeed,  the 
two  sides  must  stop  jockeying  for  com- 
petitive advantage.  Canada,  for  in- 
stance, has  proposed  that  its  carriers 
be  allowed  to  fly  to  any  U.  S.  city  right 


away.  But  the  Canadians  have  pro- 
posed an  eight-year  phase-out  of  re- 
strictions on  service  by  U.  S.  carriers  to 
the  three  key  Canadian  airports — To- 
ronto, Montreal,  and  Vancouver.  U.  S. 
negotiators  are  balking  at  such  a 
lengthy  phase-in.  The  Canadians  also 
want  to  be  given  landing  slots  at  two 
congested  airports:  Washington's  Na- 
tional and  New  York's  LaGuardia. 
HEAD  START.  Fortunately,  sensible  com- 
promises are  apparent.  The  Canadians 
want  a  head  start  on  open  skies  be- 
cause of  their  historic  disadvantage  to 
the  bigger  U.  S.  carriers,  which  control 
almost  two-thirds  of  the  market  for 
scheduled  transborder  flights. 

The  Canadians,  howev- 
er, should  compromise  on 
that  issue.  The  distinc- 
tion between  U.  S.  and 
Canadian  carriers  is  blur- 
ring. On  top  of  the  pro- 
posed American  Airlines- 
Canadian  Airlines  Inter- 
national deal,  Air  Canada 
bought  a  24%  voting  in- 
terest in  Continental  Air- 
lines Inc.  on  Apr.  28.  Air 
Canada  also  has  a  mar- 
keting alliance  with  Unit- 
ed Airlines  Inc.  Compa- 
nies without  a  Canadian 
partner,  such  as  Delta, 
USAir,  and  Northwest,  ar- 
gue that  a  lengthy  phase- 
in  would  give  Continen- 
tal, American,  and  their 
partners  too  big  an  ad- 
vantage. But  such  criti- 
cisms might  be  dulled  if 
Canada  agreed  to  a 
shorter  phase-in. 
In  return,  the  Americans  should 
agree  to  improve  the  Canadians'  ac- 
cess. The  Administration  could  easily 
prod  domestic  airlines  into  selling  some 
slots  at  National  and  LaGuardia  to  the 
Canadians.  Surely,  national  interest 
dictates  that  our  closest  economic  ally 
have  better  access  to  New  York  and 
Washington.  But  with  Canada  heading 
for  national  elections  this  fall,  the  ne- 
gotiators need  to  work  quickly.  Other- 
wise, a  reform  that's  long  overdue 
could  be  delayed  for  yet  another  year. 

Symonds  heads  BUSINESS  WEEK's  To- 
ronto bureau.  Payne  covers  airline  policy 
from  Washington. 
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WHY  SOCIALIST  SPAIN 

WILL  MOVE  TOWARD  THE  MIDDLE 


Although  his  fellow  Socialists  have  tumbled  from  grace 
everywhere  else  in  Europe,  Spain's  Felipe  Gonzalez 
survived  the  conservative  wave,  clinging  narrowly  to 
power  in  the  June  6  elections.  But  Spain  may  be  in  for  a  new 
incarnation  of  its  marathon  Prime  Minister,  who  has  ruled  for 
11  years.  Lacking  a  parliamentary  majority  for  the  first  time 
in  his  four  terms,  Gonzalez  paradoxically  may  be  more  able  to 
push  Spain  toward  the  free-market  economic  reforms  it  so  bad- 
ly needs. 

That's  because  the  Spanish  Prime  Minister  may  be  freer  to 
shake  the  strong  leftist  forces  in  his  own  party  that  have 
blocked  previous  attempts  to  shrink 
government  and  make  Spain  more 
competitive.  Now,  with  only  38%  of 
the  vote,  he  is  likely  to  be  pulled  to- 
ward the  center.  He  probably  can't 
govern  without  moderate  votes— and 
may  even  have  to  forge  a  formal  co- 
alition with  middle-of-the-road  Cata- 
lan and  Basque  parties.  That  would 
be  Spain's  first  coalition  government 
since  the  late  dictator  Francisco  Fran- 
co crushed  the  Spanish  republic  near- 
ly 60  years  ago.  Gonzalez  is  even  talk- 
ing "dialogue"  with  the  40-year-old 
rival  he  defeated,  conservative  leader 
Jose  Maria  Aznar.  And  while  Gon- 
zalez has  often  vowed  to  squeeze  bud- 
get deficits  and  liberalize  rigid  labor  laws  that  add  to  business 
costs,  now  he  may  actually  follow  through.  Privatization  of 
Spanish  industry  could  pick  up  steam— markets  permitting. 
SOCIAL  PACT.  It  will  all  require  deft  political  handiwork,  espe- 
cially in  the  midst  of  a  recession  and  with  an  unemployment 
rate  close  to  22%.  Gonzalez  is  promising  to  negotiate  a  social 
pact  with  unions  and  employers  to  hold  down  rapidly  rising- 
wages  and  improve  lagging  competitiveness.  But  so  far  there's 
little  reason  to  think  the  two  sides  can  compromise.  Labor  op- 
poses the  six-month  work  contracts  the  Socialists  have  intro- 


TO  GOVERN,  GONZALEZ  NEEDS  THE  MODERATES 


duced  to  help  loosen  tight  restrictions  on  layoffs  and  tran: 
And  employers  are  livid  over  a  union-backed  bill  drawn  i 
the  government.  It  would  give  unions  the  upper  hand  in  p 
tial  conflicts  over  setting  minimum  services  during  a  sti 
Moreover,  Gonzalez  may  face  new  pressure  from  Bt 
and  Catalan  groups  for  greater  regional  independence, 
possibility  is  spooking  outsiders,  who  worry  that  a  p 
work  coalition  could  lead  to  sclerosis.  "Investors  are  goi 
be  taking  profits  and  backing  away,"  predicts  J.  Paul  H 
an  economist  with  Smith  Barney,  Harris  Upham  &  C 
Paris.  That  would  be  bad  news  for  Madrid,  which  must  fii 
a  fat  budget  deficit  and  doesn't 
to  raise  interest  rates  to  do  it. 

For  the  moment,  though,  i 
traders  are  relieved  at  Gonzale2 
tory.  Pressure  on  the  peseta  qu 
eased,  in  part  because  Gon2 
strongly  pro-European,  is  theore 
ly  committed  to  the  Maastricht 
vergence"  rules  of  low  inflation 
government  deficits.  Probably 
for  now  is  the  risk  of  another  de 
ation— after  three  in  the  past 
months,  most  recently  on  May  '. 

Spain's  new  government  cou 
short-lived.  In  a  polarized  partial 
pushing  through  unpalatable  a( 
ment  policies  "will  be  very  diffi 
says  Alfonso  Gajate,  an  executive  at  Alcatel  Alsthom's 
ish  unit.  "But  if  he  doesn't,  there  could  be  an  election  ii 
years."  Or  Gonzalez  might  quit  and  try  to  win  a  major 
new  elections.  Then  again,  the  term  of  European  Comm 
President  Jacques  Delors  expires  next  year,  and  Gonza 
thought  to  covet  that  post.  Spain's  business  leaders 
that  before  he  heads  off  to  Brussels,  their  long-ruling  I 
Minister  tackles  the  tough  economic  problems  that  have 
ed  him  for  so  many  years. 

By  Gary  Abramson  in  Madrid,  with  Stewart  Toy  in 


GLOBAL  WRAPUP I 


DEMOCRACY  IN  SIGHT? 


B 


lack  and  white  leaders  in  South 
'Africa  jointly  announced  a  provi- 
sional date  for  the  country's  first-ever 
elections  with  universal  suffrage:  Apr. 
27,  1994.  African  National  Congress 
leaders  had  promised  party  militants 
such  a  date,  even  though  many  pre- 
requisites for  an  election  are  not  yet  in 
place.  They  needed  a  sign  of  rapid 
progress  to  help  contain  the  anarchy  of 
restive  youths  after  the  assassination 
of  party  honcho  Chris  Hani.  But  the 
ANC  has  also  made  big  concessions  to 
rival  Inkatha  Freedom  Party,  a  poten- 
tially destabilizing  factor,  by  surren- 
dering the  concept  of  a  unitary  state 


and  agreeing  instead  to  a  federal  sys- 
tem of  strong  regional  powers. 

SHRINKING  GIANT  

The  remaking  of  Korea  Inc.  is  gain- 
ing steam.  Samsung  Group,  Korea's 
No.  2  group,  is  reducing  the  number 
of  its  companies  from  a  high  of  55  in 
1987  to  34.  Samsung's  move  to  sell  10 
units  and  merge  four  follows  the  deci- 
sion of  Hyundai  Corp.  founder  Chung 
Ju  Yung  to  streamline  his  group,  Ko- 
rea's largest.  Samsung  is  aiming  partly 
to  appease  President  Kim  Young  Sam, 
who  wants  to  rein  in  the  chaebol. 

But  Samsung  Chairman  Lee  Kun 
Hee  also  wants  to  zero  in  on  electron- 
ics, machinery,  and  chemicals. 


SUGAR  SHOCK 


It  doesn't  seem  possible  for  Ct 
rock-bottom  economy  to  sink 
lower,  but  officials  say  the  island 
be  unable  to  fulfill  sugar  contract 
clients.  Sugar  output  this  season  c 
be  the  lowest  since  1963,  down  1 
7  million  tons  to  4.2  million  tons, 
some  analysts  suspect  Cuba's  Con 
nists  of  playing  up  delays  and  p 
lems  to  boost  prices.  On  the  n> 
world  spot-market  prices  rose  6.5*; 
lit  per  pound.  The  higher  pi 
should  help  offset  the  falloff,  ear 
Cuba  $1  billion,  vs.  $1.2  billion 
year.  It  may  not  look  like  much,  b 
Cuba  i  hese  days,  every  penny  coi 
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How  well  can  your  800  service 
control  heavy  traffic? 


hen  too  many  customers  call  your  business 
lltaneously,  they  can  turn  your  smoothly-flowing 
traffic  into  gridlock.  Callers  can't  get  through. 

rather  than  stay  on  hold  indefinitely  they  could 

)se  to  take  their  business  elsewhere. 

)rtunately  Sprint  has  devised  a  number  of  alter- 

routes  to  make  sure  you  get  every  call  in  the 
st  of  busy  800  traffic.  For  instance,  our  800  Call 
ctor5"  features  a  unique  graphic  interface  that 
/ou  redirect  your  800  traffic  with  point-and-click 
/enience.This  makes  it  easy  to  reroute  calls, 
i  as  your  call  center  is  reacting  to  its  own  version 
ish  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 


For  the  perfect  800 
service,  guaranteed, 
follow  Sprint."  Call 
1-800-827-4800. 


Call  for  details  of  guarantee.  New  800  c  ustomers  only.  <s>  1993  Sprint  Communications  Company  L.R 
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In  this  classroom,  the  Sahara 
is  anything  but  dry 


Because  in  this  classroom,  students  are  learning  about 
the  Sahara  -  and  countless  other  topics  -  using  Apple 
Macintosh  computers.  Computers  that 
bring  projects  to  life  with  sound,  color 
and  animation.  Interactive  multimedia 
— — Ss&L**^  programs  for  Macintosh  make  it  easy 
for  students  not  only  to  study  a  subject,  but  to  explore,  dis- 
cover and  experience  it.  They  can  use  the  point-and-click 
simplicity  of  a  Macintosh  to  add  photos  or  video  clips  to 
projects  and  reports.  With  the  help  of  a  modem,  they  can 
even  use  a  Macintosh  to  reach  outside  the  classroom  via 
telephone  -  to  communicate  with  other  students  anywhere 
in  the  world,  or  do  research  in  libraries  thousands  of  miles 
away.  This  way,  learning  isn't  just  more  exciting,  it's  more 
relevant.  At  Apple,  we're  working  with  educators  to  prepare 
students  for  the  most  important  test  of  all:  their  future. 


Apple       Learning  Solutions 


arketin 


RETAILING  I 


WHAT'S  NEXT, 
GRUNGE  BATHROBES? 


Brooks  Brothers'  hipper  style  seems  to  be  doing  the  trick 


For  their  17th  wed- 
ding anniversary 
last  year,  Hillary 
Rodham  Clinton  gave 
her  husband  a  $395 
jacket  from  Brooks 
Brothers.  The  President 
likes  it  so  much  that  he 
often  wears  it  at  official 
events.  Of  course,  gray 
flannel  suits  and  oxford 
shirts  by  Brooks  have 
clothed  important  men 
for  decades,  from  FDR 
to  Fred  Astaire.  Clin- 
ton, however,  usually  fa- 
vors a  different  look. 
And  his  beloved  present 
from  Brooks  is  a  choco- 
late-brown suede  bomb- 
er jacket. 

Elvis  in  the  Oval  Of- 
fice is  one  thing,  but 
bomber  jackets  at  the 
temple  of  the  sack  suit? 
Welcome  to  the  new- 
look  Brooks.  The  175- 
year-old  clothier,  ac- 
quired in  1988  from 
Campeau  Corp.  by  British  retailing  giant 
Marks  &  Spencer  PLC  for  $750  million, 
has  been  trying  ever  since  to  update 
its  image.  To  reach  more  and  younger 
customers,  Marks  &  Spencer  is  empha- 
sizing sportswear,  expanding  its  women's 
line,  and  redesigning  its  displays.  "We 
can't  run  our  business  on  a  55-year-old 
man  who  wears  a  three-button  Brooks 
Brothers  suit  and  only  comes  in  twice  a 
year,"  says  Sir  Richard  Greenbury,  chair- 
man of  Marks  &  Spencer. 
"GUSSY  UP."  Brooks's  efforts  have  paid 
off.  Even  in  a  dismal  retailing  environ- 
ment, it  has  made  money— although  prof- 
its plunged  as  low  as  $11  million  in  1991. 
For  the  fiscal  year  ending  Mar.  81,  oper- 
ating profits  rose  16%,  to  $21.1  million, 
on  a  sales  gain  of  8%,  to  $338  million. 

Brooks  contributes  only  3.4%  of  Marks 
&  Spencer's  total  revenues,  but  the 
mass  merchant  has  great  expectations 
for  its  protege.  Brooks  President  and 
Chief  Executive  Officer  William  V.  Ro- 
berti  is  formulating  a  strategy  for  open- 
ing stores  in  Britain  by  1994  and  in  Con- 


tinental Europe  by  the  following  year. 
Brooks  currently  operates  in  54  loca- 
tions in  the  U.  S.  and  44  in  Japan.  Mean- 
while, Marks  is  expanding  the  chain  in 
the  U.  S.  The  company  plans  to  open 
three  more  Brooks  stores  by  yearend 

BROOKS'S  NEW  LOOK 
BRINGS  BACK  PROFITS 


OPERATING  „ 
PROFITS  15 

FISCAL  YEARS 
ENDING  MAR-  31 


A  MILLIONS  OF  DOLLARS 


and  add  10  factory  outlets  to  the  (p 
ing  12. 

Factory  outlets,  catalogs,  and 
boutiques  are  among  the  ways  Broq 
trying  to  get  its  wares  to  bigger  crcl 
And  even  in  its  conventional  stor< 
hopes  to  attract  the  next  gener; 
with  a  different  merchandise  mix.  ^| 
at  $38  a  pair  share  space  with  $175 1 
trousers.  Boxer  shorts,  once  discnj 
stacked  in  drawers,  now  lie  blatant] 
the  open.  T-shirtsI 
golf  shirts,  priced 
$38  to  $52,  hang 
to  the  traditional 
ton-downs.  Bro< 
mix-and-match  W 
robe  Collection  o 
suits  in  the  $295- 
range.  And  at  the 
ship  Madison  Av 
store,  women's  ( 
ing,  once  releg 
to  a  corner  at 
back  of  the  shb 
being  expande 
occupy  at  least 
entire  floor, 
company  hopes 
women's  wear- 
mostly  suits  and 
ers  geared  to  pr< 
sionals— will  accoun 
20%  of  sales  this  j 
up  from  14%  in  ] 
"Brooks  has  made  1 
ic  efforts  to  guss] 
its  grand  old  rr 
clothing  and  is  atte 
ing  to  get  into 
1990s,"  says  Alan 
stein,  a  New  York  retail  consultant 
To  be  sure,  some  of  the  changes 
noy  traditional  Brooks  Brothers  cus 
ers— and  bear  out  the  dire  predictiot 
critics  who  thought  the  pairing  of  a 
Mart-style  parent  with  an  old-guard 
erdasher  was  a  bad  idea  to  begin  \ 
For  example,  to  cut  Brooks's  c< 
Marks  &  Spencer  installed  comp 
systems  to  monitor  inventory  and 
sure  timely  distribution,  but  over 
years  it  has  also  drastically  reduced 
number  of  floor  pei 
nel.  So,  while 
store  may  alv 
have  lots  of  b 
socks  in  stock,  the  pei 
al  attention  customers  use 
receive  has  all  but  disappeared. 
Even  more  upsetting  to  veteran 
tomers,  Brooks  no  longer  sews  its 
suits.  Except  for  three  factories 
make  shirts  and  ties,  all  manufactu 
is  done  by  outside  suppliers,  mostl 
the  Northeastern  U.  S.  Although  Br 
insists  that  it  specifies  materials  am 
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If  You're  Tired  OfPayingAU  Those  Brokers' Fees... 

10  Reasons  Why 
You  Should  Make 

Hie  Switch  To 
Fidelity  Brokerage 

The  Fidelity  Brokerage  Advantage: 
Better  Service  And  Lower  Costs 

Lower  trading  commissions  are  the  reason  most 
people  choose  a  discount  broker  in  the  first 
place.  But  today,  more  and  more  investors  are 
turning  to  Fidelity  because  of  all  the  "extra"  fees 
so  many  full-cost  brokers  are  adding  on. 

At  Fidelity,  keeping  our  costs  down  means  we 
can  pass  the  savings  along  to  you.  So  you  can  get 
our  renowned  24-hour  service  every  day  and 
fast,  accurate  trades  for  up  to  76%  less,1  and 
without  all  the  hidden  fees. 


Trade  Twice  And  Pay  No  IRA  Fee 

As  part  of  Fidelity's  commitment  to  retirement 
investors,  we're  making  an  exclusive  offer  for 
your  IRA :  trade  twice  and  we'll  waive  the  annual 
IRA  maintenance  fee.2  No  matter  which  broker 
your  IRA  is  with  now,  you  can  transfer  and  take 
advantage  of  this  special  offer  only  from  Fidelity. 
Call  today  for  more  details,  and  see  why  Fidelity 
is  a  better  value  for  your  brokerage  needs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 
FMeHiy  investments 

▼ Discount  Brokerage 

Common  sense.  Uncommon  results. 

'76%  savings  based  on  an  October  1992  survey  of  full-cost  brokers.  Minimum  commission  $38.  There  may  be  fees  for  special  services.  2This  waiver  first  applies  in 
1993,  and  is  based  on  trades  from  1 1/1/92  through  10/31/93.  The  waiver  applies  whether  you  make  two  or  more  trades  in  one  retirement  account  in  your  name, 
or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  The  waiver  only  applies  to  FBSI  customers  who  have  a  Fidelity  prototype  retirement  plan  with  an  FD1C 
insured  custodian/trustee  Trades  in  mutual  hinds  and  limited  partnerships  are  not  included  in  this  offer  For  Fidelity's  Self-directed  IRAs,  Self-directed  Rollover  IRAs, 
and  Self-directed  SEP-IRAs,  the  $20  annual  IRA  maintenance  fee  will  be  waived  if  one  or  more  Fidelity  mutual  fund  positions  held  in  the  IRA  has  a  balance  of  $5000  or 
more  at  the  time  of  the IRA  maintenance  fee  billing  Fidelity  Brokerage  Services,  Inc.  ("FBSI").  161  Devonshire  Street,  Boston,  MA  021 10  Member  NYSE,  SIPC. 


Compare  Your  Broker  To  Fidelity  For 
Value,  Service  and  Choice 

Does  Your  Broker  Offer: 

Fidelity 
Brokerage 

Your 
Broker 

1 .   Low  Discount  Commissions 

✓ 

2.   Low  Margin  Rates 

✓ 

3.  No  IRA  Fees 

✓ 

4.  No-Fee  Asset 

Management  Account 

✓ 

5.  No  Postage  Fees 

✓ 

6.   No  Handling  Fees 

✓ 

7.   No-Load  Fidelity  Funds 

✓ 

8.  No  Close-out  Fees 

✓ 

9.  Electronic  Trading  Discounts 

✓ 

10.  Hundreds  of  Leading 
Mutual  Funds 

✓ 

Score:  0-5:  It's  time  to  switch  from  your  full-cost  broker 
6-9:  It's  time  to  switch  to  a  better  discount  broker 
1 0:  You  already  invest  with  Fidelity 

"My  Singapore  office  covers  the  fastest  develop- 
ing regions  in  the  world.  We  now  compete  notonly 
with  multinational  companies,  but  also  with  local 
companies  that  are  moving  up  aggressively.  For  a 
western  company  to  succeed  here,  it's  vital  to  have 


a  long-term  vision  and  commitment,  plus  th 
bility  and  open-mindedness  to  seize  opport 
and  come  up  with  creative  proposals.  My  st 
I  have  a  double  function:  to  be  the  eyes  and 
for  Akzo's  business  units  in  the  West,  and  th€ 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  p 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  writ 
Akzo  America  Inc.,  Corp.  Comm.  Dept./R8,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


t 


Michael  Woo,  Sales  Office  Manager,  Chemicals,  Singapore: 


t  of  Akzo's  customers  in  the  East.  Our  first 
is  to  become  partners  to  our  customers, 
it's  even  more  true  than  in  other  parts  of  the 
lat  you've  got  to  create  the  right  chemistry 
relationships  before  business  is  done." 


CREATING  THE  RIGHT  CHEMISTRY 


AKZO 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  s  a  mutual  fund  seeking  long-term  growth  of 
capital.  It  employs  an  asset  value  approach  — a  fundamental  investment 
philosophy  — investing  in  companies  selling  below  their  private  market  value 


IRAs  Available 

^^O^immumJnitJaMn^ 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 

(a)  The  average  annual  returns  shown  above  are  historical  and  reflect  changes  in  share  price, 
reinvested  dividends  and  are  net  of  expenses.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  noted  above  does  not  guarantee  future  results.  When 
shares  are  redeemed,  they  may  be  worth  more  or  less  than  their  original  cost.  The  prospectus 
contains  more  complete  information,  including  management  and  distribution  fees  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 

Gabelli  &  Company.  Inc.  The  Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye.  New  York  1 0580-1 435 


Average  Annual 

Returns 

Through  3/31 

/93(a) 

One  Year 

+  15.0% 

Five  Year 

+  14.6% 

Life  of  Fund* 

+  16.6% 

'From  inception  March  3.  1986 
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AI0TU4L  FUND 


S  C  O  R  £  B  O  A  R  D 


Insert  into  Drive  A  and  type  MhS.  For  Monochaimc  Monitors,  type  MFS  /  BW. 


spects  all  final  samples  before  masl 
duction,  many  customers  think  qi 
has  fallen  off.  Hesh  Wiener.  presid< 
publishing  firm  Technology  Ne\ 
America  and  a  Brooks  Brothers  cu 
er  for  20  years,  recently  wrote  dii 
to  Sir  Richard,  complaining  tht 
couldn't  find  a  sales  clerk  without  s 
ing  and  that  suspender  buttons  h 
dered  for  a  pair  of  trousers  were  i 
sewed  on.  "The  store  is  a  disgi 
Wiener's  letter  began.  "Please  do  i 
thing  about  it." 

happy  ending?  Brooks's  earnings 
around  notwithstanding,  some  reta 
perts  think  Marks  &  Spencer  pai 
much  for  the  struggling  clothier 
years  ago  and  remain  skeptical  ; 
its  performance.  Marks  was  widely 
icized  for  paying  more  than  two  1 
sales,  when  InvestCorp  got  Saks 
Dayton  Hudson  got  Marshall  Fields 
multiple  of  one.  "Brooks  is  still  not 
cient  reward  for  the  management 
and  money  spent  on  it,"  says  G 
Grodzki.  senior  analyst  at  Moody's  I 
tors  Service  Inc.  in  London.  Other 
lieve  Marks  &  Spencer  may  yet  wi 
relatively  happy  ending.  "Marks  can 
er  justify  the  price  it  paid  for  Br 
but  what  it  can  do  is  make  the  in 
ment  look  better,"  says  Howard  Da 
witz,  chairman  of  Davidowitz  &  I 
ciates  Inc.,  a  retail  consulting  firm. 

Executives  on  both  sides  of  the  I 
tic  stand  by  their  strategy.  Sir  Rk 
thinks  Brooks  can  keep  most  of  its 
customers  while  making  its  mercha 
more  appealing— and  affordable- 
younger  clientele.  "We  are  not  ti 
to  change  Brooks  into  a  Marks  &  I 
cer."  he  says.  "There  is  an  enon 
amount  of  cross-fertilization  betweei 
two  companies."  Roberti,  who  jr. 
Brooks  from  Zale  Corp.  in  1987  an< 
led  a  younger  management  team  in 
ganizing  Brooks,  sees  no  contradi 
between  making  the  clothier  more 
tomer-friendly  and  keeping  its  co 
vative  identity  alive. 

Indeed.  Brooks's  next  hurdle  ma 
getting  its  message  across,  to  old 
new  customers  alike.  "We  have  h 
real  communications  problem  in  r< 
times."  admits  Paul  P.  D.  Smith,  e: 
tive  director  of  Marks  &  Spen 
North  American  operations.  While 
berti  thinks  Brooks  should  begir 
plaining  itself  through  advertising 
parent  company  would  rather  put  « 
into  opening  more  stores  and  hroad< 
the  merchandise  further  than  sj 
money  on  ads.  Maybe  having  a  s 
fied  customer  in  the  new-genen 
White  House  is  all  the  advert: 
Brooks  could  want. 

By  Sunita  Wadekar  Bhargav 
New  York 


Compare  the 
Performance  of 
more  than... 
UOO  Equity  and 
1,100  Fixed  Income 
Mutual  Funds! 


FOR  SUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 


•Simple  menu 

• commands 
•  Operates  on  IBM 
or  Compatible  PC 
•Updates  monthly 
and  quarterly 
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te  Most  Important 
imputer  Program 

I  Memory     Rethinking  the  Computer  1993. 

Information  Technology  in  Business:  The  New  Partnership. 

June  28  and  29, 1 993  at  The  Hudson  Theatre  of  the  Hotel  Macklowe,  1 45  West  44th  Street,  New  York,  NY 


illiam  H.  Gates, 

Chairman  and 
Co-Founder, 
rosoit  Corporation 


f  \ 

A  ft* 


Dennis  Jones. 

Senior  Vice  President, 

Information  & 
Telecommunications, 
Federal  Express  Corporation 


John  D.  Loewenberg, 

CIO,  Aetna  Information 
Technology,  Aetna  Life  & 
Casualty  Co. 


Don  Tapscott 

Vice  President, 
DMR  Group 


William  Y.  Tausher, 

Chairman, 
President  and  CEO, 
ComputerLand  Corporation 


Join  the  industry's  most  innovative  leaders  for  the  Rethinking  the 
Computer  Symposium  1 993.  A  probing  inquiry  into  the  ways  that 
companies  are  using  new  and  emerging  technologies  to  further  their 
business  goals. 


For  more  details  and  to  register  for  this  event,  please  contact  Julie  Terranova 

212.512.2184 


For  more  information  about  corporate  sponsorship  opportunities,  please  contact:  William  H.  DeGraff  Director  of  Sales  Strategic  Programs 

212.512.6012 

Presented  in  association  with 

ComputerLand  Corporation 
Federal  Express  Corporation 
Microsoft  Corporation 
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oil  have  a  reservoir 
of  information. 


How  much  is  reaching 
your  customer  and 
how  fast? 


If  your  customer  only  knew  you 
'  a  product  he  wants.  If  your 
imer  only  knew  you  offer  a  service 
leeds.  If  your  customer  only  knew 
you  know.  And  fast.  Because  what 
customer  doesn't  know  leaves 
me-generating  potential  untapped. 
That's  why  Unisys  has  developed  a 
rful  new  initiative  to  help  give  bus- 
the  advanced  customer  service 
al  in  an  increasingly  competitive 
'onment-cusTOMERiZE. 
Unisys  can  help  customerize  your 
rprise  by  extending  information 
wlogy  out  to  the  field  locations, 
e  a  customer  decides  to  do  busi- 
with  you-or  not.  And  where  your 
e  most  important  influence  over 

Unisys  Corporation. 


that  decision  may  be  information.  When 
the  flow  of  information  is  comprehen- 
sive, you  optimize  customer  satisfaction 
and  increase  sales  content.  With  a 
timely  flow  of  information,  you  not  only 
boost  the  speed  of  transactions  but  also 
sharpen  your  competitive  edge. 

A  customerized  enterprise  draws 
information  from  customers  even  as  it 
conveys  information  to  them.  Circulating 
through  your  organization,  it  all  helps 
productivity,  control  and  profitability. 

Ask  us  about  our  customerize  SM 
assessment,  which  teams  you  with 

UNiSYS 

We  make  it  happen. 


experienced  Unisys  consultants  to 
evaluate  your  organization's  informa- 
tion flow.  Ask,  too,  for  a  complimentary 
ccstomkrizk  Information  Kit. 


CUS-tom-er«ize\  kus'-ta-ma-nze'V  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


Call  us  at  1-800-874-8647,  ext  13. 
Discover  how  Unisys  can  help  you 
customerize  your  enterprise  and  con- 
vert information  into  a  stream  of 
customers-and  revenue. 

customerize  is  a  service  mark  of  Unisys  Corporation. 
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e  Corporation 


STRATEGIES 


A  BIG  OFFSHORE  SURGE 
FOR  GE'S  JUICE  FACTORY 


Keeping  its  edge  in  turbine  technology  is  paying  off  handsomely 


E 


xecutives  at  General  Electric  Co.'s 
power  division  had  little  to  roar 
about  during  the  Roaring  Eight- 
ies. GE  Industrial  &  Power  Systems,  the 
company's  single-biggest  profitmaker  for 
much  of  the  20th  century,  was  in  a 
slump.  Demand  for  electricity  was  falling 
precipitously,  antinuclear  fervor  was  on 
the  rise,  and  margins  were  slipping.  And 
within  the  GE  empire,  the  power  busi- 
ness lost  its  status  to  more  successful 
upstarts,  such  as  GE  Capital  Corp. 

Nowadays,  though,  GE's  power  divi- 
sion is  no  corporate  also-ran.  Thanks  to 
its  mastery  of  new  technology,  especial- 
ly its  natural-gas-fired  turbine,  GE  Pow- 
er Systems  has  been  win- 


GE'S 

FOREIGN 

POWER 

CUSTOMERS... 


DATA:  COMPANY  REPORTS, 
BUSINESS  WEEK,  SHEARSON 
ItHttAN  BROTHERS  INC. 


KOREA  ELECTRIC 
POWER 

GE  supplied  eight 
gas  and  steam, 
turbine-driven 
generating  units  for 
the  utility's 
Se*..  Inchon  plant. 
KEPCO  has  ordered 
four  gas  turbines  and  a 
steam  turbine  from  GE  for 
its  Pyongtaek  facility. 


ning  a  slew  of  new  orders.  And  they're 
not  the  typical  U.  S.  utilities  that  used  to 
make  up  GE's  core  client  base.  Foreign 
customers,  from  Tokyo  Electric  Power 
Co.  to  Applied  Energy  Services,  a  con- 
sortium of  European  companies,  account 
for  most  of  the  business. 

That  success  abroad  is  helping  to 
power  up  earnings  at  GE's  power  unit. 
Analyst  Robert  T.  Cornell  at  Shearson 
Lehman  Brothers  Inc.  estimates  that 
revenues  could  climb  14%  this  year,  to 
$7.3  billion.  Earnings  could  rise  by  23%, 
to  $1.3  billion,  or  18%  of  GE's  combined 
operating  profits  of  $7.3  billion.  True, 
that's  shy  of  the  27%  share  of  profits  the 
power  business^^— - 

TOKYO 
ELECTRIC  POWER 


contributed  in  the  early  1980s.  But 
enough  to  transform  Power  Systems  i 
the  second-biggest  money-maker  in  i 
GE  family,  behind  GE  Capital.  "Clea, 
the  profitability  of  this  business  i: 
touch  embarrassing,"  says  David  C.  i 
never -Watling,  who  heads  the  divisic 

Many  of  GE's  recent  gains  can 
traced  back  to  1986,  when  the  comp; 
introduced  a  family  of  advanced  g 
fired  turbine  engines.  Having  laid 
too  much  capacity  in  the  1980s,  utilit 
wanted  an  economical  solution  to  th 
fluctuating  power-generation  needs.  1 
gas  turbine  fit  the  bill.  Unlike  traditi 
al  steam-powered  generators,  which  i 
bulky  and  expensive,  newer  gas  t 
bines  are  much  smaller.  Burning  affo 
able  natural  gas,  these  turbines  can 
installed  in  modular  fashion  and  are  e 
to  turn  on  and  off,  allowing  utilities 
fine-tune  their  capacity  to  suit  vary 
power  needs.  Using  the  turbine  te 
nology  that  it  pioneered  in  its  aircr 
engine  division,  GE  also  produced  a  t 
bine  that  runs  at  high  temperatur 
when  it  functions  more  efficiently. 
"NO  CHOICE."  With  a  new  product 
hand,  GE's  next  challenge  was  to  dr 
up  business.  Since  the  U.S.  econo 
was  in  a  slump  and  power  demand  v 
weak,  GE  found  foreign  markets  mi 
attractive.  One  of  its  first  big  brei 
came  in  1989,  when  Tokyo  Electric  P< 
er  purchased  14  GE  gas  turbines  for 
Futtsu  power  plant  for  $750  milli 
"There  was  no  choice  for  us  then, 
seemed  only  GE  could  make  turbii 
with  such  technology,"  says  a  Tot 
Electric  spokesman.  A  series  of  fore 
contracts  has  followed. 

GE  continues  to  focus  much  of  its 
fort  overseas.  No  wonder:  Demand 
electricity  in  the  U.  S.  is  expected 
grow  less  than  2%  a  year  in  the  199 
By  comparison,  forecasters  see  an 
nual  4%  gain  in  Latin  America.  And 
the  fast-growing  Pacific  Rim,  growth 
electricity  demand  could  top  6%.  To 
sition  itself  better  abroad,  GE  is  licens 
its  technology  to  other  companies  tl 
assemble  turbines  from  kits  made  in  i 
U.  S.  Japan's 


TAIWAN  ELECTRIC 


'HWmniHil,  |__. 


GE  is  building  a  gas  and 
steam  facility  at  Yokohama  to 
provide  2,800  megawatts  a 
year  for  its  biggest  customer. 
Also  constructing  two  1,356- 
megawatt  nuclear  power 

plants  for  TEPCO  at  its 
Kashiwazaki-Kariwa  plant. 


POWER 

Through  a  joint 
venture,  GE  is 
providing  turbines 

for  a  coal-fired 
complex  being  built 
atTaichung.  GE  is 
one  of  several  bidders 
for  a  nuclear-reactor 
complex  at  the  utility's 
Lungmen  site. 
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tomo  Corp.,  for  instance,  exports 
irbines  to  Indonesia, 
en  so,  Genever-Watling  admits  GE 
be  pressed  to  maintain  its  fast 
th:  Competitors  are  already  clos- 
n.  Switzerland's  ABB  Asea  Brown 
ri  (Holding)  Ltd.,  for  one,  recently 
iuced  a  gas  turbine  that  competes 
;ly  with  GE's.  "We  are  very,  very 
gtitive  in  the  niche  position  we  play 
eclares  Alfred  W.  Morris,  a  senior 
(resident  in  abb's  electric  utility  di- 
i  And  Westinghouse  Electric  Corp., 
historic  competitor,  is  investing 
,  $25  million  in  joint  ventures  in 
zech  Republic  to  modernize  decay- 
aclear  and  fossil-fuel  power  plants. 
UCTiViTY  gospel.  GE  isn't  standing 
Senever-Watling,  48,  a  British-born 
rteran  who  took  over  the  power 
on  in  1989,  wants  to  expand  GE's 
ar  power  business.  In  the  post- 
i  Mile  Island  era,  U.  S.  utilities 
no  big  nuclear  plans.  But  the  busi- 
is  booming  overseas.  GE  already 
.  contract  with  Tokyo  Electric  to 
y  an  advanced  boiling-water  nuke, 
e  company  has  also  taken  a  sec- 
K)k  at  its  manufacturing  techniques, 
is  spent  $1  billion  since  1989  to 
e  the  capacity  of  its  turbine  plant 
eenville,  S.  C.  It's  also  preaching 
iroductivity  gospel  to  workers  at 
?nerator  factory  in  Schenectady, 
And  GE  is  trying  harder  to  time  its 
facturing  activities  to  the  flow  of 
>rders  and  so  cut  the  cost  of  ware- 
ig  huge  inventories.  Nowadays,  GE 

over  its  $1.25  billion  inventory 
;imes  a  year,  double  the  rate  of 
'ears  ago.  The  goal  is  10  times  by 
Why?  Doubling  the  pace  of  turn- 
yields  close  to  $100  million  a  year 
led  operating  profit, 
at's  not  the  way  they  did  it  in  the 
lays.  Power  generation  was  as 
y  as  an  electric  current  when  GE 
lot  into  it  100  years  ago.  Genever- 
~ig  knows  that  he  has  to  keep  inno- 
j  to  maintain  GE's  leadership  in  the 
ly  competitive  global  power  busi- 
After  all,  he  wants  to  keep  those 
rrassing  profits  coming. 

Tim  Smart  in  Schenectady,  N.  Y., 
Hiromi  Uchida  in  Tokyo  and  Ste- 
Baker  in  Pittsburgh 


RE  ENERGIZING 
ROFITS 


STRATEGIES  I 


THRILLS  AND  CHILLS 
AT  DISNEY 


Michael  Eisner's  risky  strategy:  Build  still  more  theme  parks 


I  t  wasn't  too  long  ago  that  Walt  Dis- 
I  ney  Co.  was  a  theme-park  operator 
I  that  dabbled— none  too  successfully— 
in  movies.  But  then,  Michael  D.  Eisner 
and  his  Team  Disney  transformed  the 
company  into  an  $8  billion  entertain- 
ment powerhouse,  fueled  largely  by  such 
box-office  hits  as  Pretty  Woman,  Beauty 
and  the  Beast,  and  Aladdin.  Measured 
against  that  Hollywood  magic,  theme 
park  business  has  re- 
cently been  a  laggard— 
and  the  year-old  Euro 
Disneyland  has  been  a 
downright  disappoint- 
ment. Burdened  by 
heavy  debt  and  draw- 
ing smaller  crowds 
than  expected,  the 
park  has  saddled  Dis- 
ney with  an  estimated 
$120  million  in  losses 
since  it  opened  out- 
side Paris  in  April, 
1992. 

Still,  Disney's 
chief  executive  is 
hardly  giving  up  on 
theme  parks.  Eis- 
ner is  planning  a 
multibillion-dollar  strat- 
egy to  reinvigorate  the  lagging  business 
with  new  attractions  and  even  new 
theme  parks.  At  its  flagship  Disneyland 
in  Anaheim,  Calif.,  the  company  wants 
to  build  a  $3  billion  WESTCOT  Center, 
similar  to  the  EPCOT  Center  near  Disney 
World  in  Orlando.  Eisner  says  the  com- 
pany will  announce  a  fourth  park  in  Or- 
lando, perhaps  by  yearend,  but  won't 
disclose  details.  Overseas,  Disney  wants 
to  build  a  second  park  in  Tokyo  and, 
surprisingly,  another  near  Paris  (table). 

Eisner  believes  it's  vital  to  re-energize 
the  theme  parks,  which  have  proven 
critical  in  promoting  films  and  licensed 
merchandise.  "Theme  parks  have  always 
been  the  backbone  of  this  company," 
says  Eisner.  Indeed,  though  EuroDisney 
has  drawn  far  fewer  visitors  than  ex- 
pected, it  has  been  a  powerful  marketing 
tool.  Last  year,  Disney  sold  $2.7  billion 
in  consumer  merchandise— from  Mickey 
Mouse  dolls  to  sing-along  videotapes— in 
Europe.  That's  up  68%  from  1990  sales. 

And  in  turn,  Disney's  treasure  trove 
of  animated  characters  from  past  films— 
and  its  studios'  dazzling  record  of  creat- 


ing new  celluloid  superstars— gives  its 
theme  parks  an  advantage  no  competitor 
can  hope  to  match.  Only  Disney,  after 
all,  has  that  seemingly  endless  stream  of 
beloved  mice  and  mermaids  on  which 
to  base  new  rides  and  attractions. 

Eisner's  planned  building  spree  will 
be  expensive.  Although  partners  will 
pay  for  the  Tokyo  and  Paris  parks,  the 
two  planned  U.  S.  additions  could  cost  at 
least  $5  billion  and  force  the  company 
to  add  unprece- 


dented amounts  of 
new  debt.  What's  more,  some  analysts 
question  whether  there's  room  for  a  new 
crop  of  Disney  parks.  Rivals  such  as 
Time  Warner  Inc.  and  Paramount  Com- 
munications Inc.  have  plunged  into 
theme  parks.  And  in  Las  Vegas,  there's 
a  slew  of  new  family-style  casinos— com- 
plete with  kiddie  parks— being  built  by 
mgm  Grand,  Mirage  Resorts,  and  Cir- 
cus Circus  Enterprises. 

The  competition  is  fierce.  Time  War- 
ner recently  launched  a  nationwide  ad 
blitz,  claiming  that  its  seven  Six  Flags 
amusement  parks  are  more  affordable 
and  closer  to  home  than  Disney's  two 
U.  S.  complexes.  The  campaign  so  infuri- 
ated Eisner  that  he  pulled  Disney  ads 
from  many  of  Time  Warner's  magazines. 
more  mickeys.  Despite  the  risks,  Disney 
is  eager  to  put  some  zip-a-dee-doo-dah 
back  into  its  theme  parks.  They  generat- 
ed 70%  of  Disney's  operating  income  as 
recently  as  1987,  but  that  share  now  is 
down  to  one-third.  With  a  weak  econo- 
my keeping  travelers  at  home,  growth 


ORATION 
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at  the  parks  is  lagging 
behind  Disney's  film 
and  consumer-products 
units.  Cost  controls 
have  helped  increase 
theme-park  earnings  by 
48%  in  the  first-half  of 
1993,  to  $306  million,  on 
a  revenue  gain  of  9%, 
to  $L5  billion.  But  that's 
well  behind  the  S358 
million  in  operating 
profits  generated  in 
the  first  half  of  1990. 
And  average  attendance 
might  grow  at  less  than 
3%  a  year  through  1997, 
according  to  Goldman, 
Sachs  &  Co. 

To  do  better,  Eisner  is  pursuing  a 
standard  Disney  strategy:  Build  new  at- 
tractions, and  they  will  come.  Disney 
last  year  added  Mickey's  Toontown  to  its 
Anaheim  park.  The  $100  million  cartoon- 
land  features  talking  manhole  covers 
and  dancing  dishes.  And  in  France,  Dis- 
ney is  rushing  to  build  $100  million 
worth  of  new  rides,  including  such  old 
Disney  favorites  as  Space  Mountain. 
water  power.  But  the  big  payoff  may 
lie  in  new  parks.  In  France,  Disney 
wants  to  build  an  entirely  new  theme 
park,  modeled  after  Orlando's  mgm- Dis- 
ney studio  tour.  The  park,  which  would 
be  located  next  to  Euro  Disneyland, 
could  add  $102  million  in  earnings  in  its 
first  year  of  operations,  predicts  Merrill 
Lynch  Capital  Markets  analyst  Harold  L. 
Vogel.  Likewise,  in  Tokyo,  Disney  is  bet- 
ting that  a  new  maritime  theme  park 
would  reverse  last  year's  2%  decline  in 
attendance  at  Tokyo  Disneyland,  which 
came  after  seven  years  of  record  in- 
creases. DisneySea  would  feature  a  va- 
riety of  rides  tied  to  nautical  heroes. 
Disney  still  has  to  convince  Oriental 
Land  Co.,  which  owns  the  Japanese 
park,  to  approve. 

Closer  to  home,  Disney  is  betting  that 
a  new  park  will  help  attendance  at  Dis- 
neyland, which  last  year  slipped  slightly 
to  12  million.  Disney  brass  believe  they 
can  enhance  Disneyland's  appeal  with  a 
$3  billion  westcot  Center  that  would 
be  built  on  470  acres  in  Anaheim. 

Disney  will  have  to  push  hard  to  get 
all  these  parks  up  and  running  in  the 
next  seven  years.  French  officials  are 
still  exploring  the  impact  a  second  park 
would  have  on  noise,  traffic,  and  air 
quality.  To  overcome  similar  environ- 
mental concerns  in  Anaheim,  the  compa- 
ny has  already  made  225  structural 
changes  to  its  plans  for  WESTCOT,  in- 
cluding topping  a  parking  garage  with 
planters  to  enhance  its  aesthetics. 

WESTCOT  faces  another  challenge:  Dis- 
ney wants  federal,  state,  and  local  gov- 


WITH  THEME-PARK 
GROWTH  SLOWING... 


'DATA  FOR  TOKYO  DISNEYLAND  NOT  AVAILABLE 


...DISNEY  PLANS 
MORE  ATTRACTIONS 

U.S.  Disney  wants  to  build  a  $3  billion 
WESTCOT  Center,  similar  to  EPCOT,  at 
Disneyland  in  Anaheim.  Park  scheduled  to 
open  by  1998. 

FRANCE  Plans  to  add  a  Disney-MGM 
Studios  theme  park  to  EuroDisney  park 
by  1997.  Project  could  cost  EuroDisney 
$1.8  billion. 

JAPAN  To  boost  attendance  at  Tokyo 
Disneyland,  Disney  wants  to  add  a  $2 
billion  nautical  theme  park  to  open  in  1998. 

DATA  COMPANY  REPORTS;  MERRILL  LYNCH  8  CO.;  GOLDMAN,  SACHS  &  CO ;  8W 


emments  to  kick  in  up  to  $800  million  to 
expand  roads  and  make  other  infrastruc- 
ture improvements.  Anaheim  has  offered 
to  issue  $150  million  in  municipal  bonds, 
but  California  and  the  feds  have  been 
slow  to  come  up  with  their  share.  Still,  a 
compromise  seems  likely.  The  Disney 
project  would  generate  an  estimated 
28,000  new  jobs  and  some  $2.4  billion 
for  the  hard-pressed  Southern  California 
economy. 


Even  if  Disne; 
everything  it  as 
when  it  wishes  i 
theme-park  star 
lysts  question  wl 
the  expansion  is 
the  effort.  Given  1 
cent  proliferatii 
theme  parks, 
might  not  be  e 
tourists  to  go  a 
even  when  the 
my  fully  recover 
leisure  spending 
up,  says  Tim  0' 
an  editor  at  Amm 
Business,  a  w 
trade  magazine, 
may  not  get  the  \ 
results  it  wants,"  he  says. 

Such  talk  isn't  dissuading  Eisne 
spite  the  competition,  Disney' 
thinks  there's  enough  business 
around.  After  all,  the  baby  boomer 
grew  up  on  Disney  are  still  in 
childbearing  years.  And  in  the  t 
park  game,  Disney's  name  is  still  i 
By  Ronald  Grover  in  Los  Angelet 
Stewart  Toy  in  Paris,  Gail  DeGeo 
Miami,  and  Robert  Neff  in  Tokyo 


TRANSPORTATION  I 


USAIR:  THIS  'DOG' 
MAY  BE  HAVING  ITS  DAY 


The  linkup  with  BA  is  working — and  Wall  Street  is  impressed 


w 


hat  a  difference  12  months 
can  make.  This  time  last 
year,  USAir  Inc.  was  what 
people  on  Wall  Street  like  to  label  "a 
dog."  Larger  airlines'  forays  into  foreign 
markets  had  left  the  carrier  trailing  in 
the  dust.  Its  operating  costs  were 
among  the  industry's  highest.  In  the  do- 
mestic arena,  a  devastating  50% 
industrywide  fare  war  threatened 
to  deplete  its  dwindling  cash  re- 
serves. No  wonder  USAir's  stock 
hovered  around  12— close  to  a  10- 
year  low.  But  today,  just  five 
months  after  British  Airways  PLC 
bought  into  it,  the  onetime  dog 
has  become  a  darling.  Investors 
are  so  enamored  that  when  USAir 
sold  equity  in  May,  the  offering 
was  15%  oversubscribed  -at  near- 
ly double  its  share  price  of  a  year 
ago.  "That  says  a  lot  about  USAir 
and  the  financial  community's  ex- 
pectations," says  USAir  Chief  Exec- 
utive Seth  E.  Schofield. 

Those  expectations  are  mighty. 


Investors  see  a  whole  new  airline 
days  when  they  look  at  USAir.  For 
Allegheny  Airlines— Agony  Airlin 
wags— USAir  had  a  reputation  fo 
diocre  service  that  only  worsened  s 
series  of  ill-executed  acquisitions, 
higher  costs  than  many  competitoi 
Air's  strongest  point  was  its  mor 


BREAKING  AWAY 
FROM  THE  PACK 

RELATIVE  STOCK  PERFORMANCE 
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Fairfax  County  offers 
asy  access  to  the  Capital. 


you're  going  to  compete  in  the 
century,  you're  going  to  compete 
lally.  Which  means  you'll  need 
ant  access  to  global  markets, 
ch  means  you'll  need  to  locate  in 
fax  County. 

airfax  County  is  within  minutes 
Washington,  D.C.  And  within 
rs  of  every  major  city  in  the  world. 
Washington  Dulles  International 
>ort  and  Washington  National 
)ort  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

All  of  which  puts  80%  of  the 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

I  Please  send  me  more  information  on  locating  my 
I  business  in  Fairfax  County. 

j  Name  

]  Title  j 

]  Company  | 

j  Iddress  [ 

|  City   State  j 

j  Zip  Phone  | 

l  Fairfax  County  Economic  Development  iuthority 

|  8300  Boone  Boulevard,  Suite  450.  I  ienna,  I  irginia  22182  1 

'^Telephone  703-790-0600,  Fax  703-893-1269  bw  k_] 


airfax  County,  Virginia.  The  21st  Century  Is  Here. 
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status  in  a  number  of  East  Coast  mar- 
kets. USAir  is  still  the  country's  sixth- 
largest  carrier,  as  measured  by  reve- 
nues. But  that  could  change  dramatically, 
as  the  airline  begins  exploiting  its  new 
link  with  BA.  Says  Hence  Orme,  an  ana- 
lyst at  NatWest  Securities  Inc.:  "We 
think  they  have  a  very  good  chance  of 
becoming  the  fourth  American  megacar- 
rier"  after  American,  United,  and  Delta. 

Success  for  USAir  is  still  just  an  op- 
portunity. True,  British  Airways  is  the 


divergent  pay  scales  and  seniority  con- 
tributed to  baggage  and  on-time  prob- 
lems. The  BA-USAir  linkup  will  undoubt- 
edly raise  hackles  as  the  two  carriers 
seek  to  integrate.  The  June  4  work  ac- 
tion by  BA  employees  in  Britain  is  only  a 
taste  of  possible  troubles  ahead,  and  BA 
and  USAir  will  have  to  scramble  to  head 
off  other  problems  before  they  occur. 

The  key  to  making  things  work  lies  in 
"code-sharing."  By  linking  its  flights  with 
BA's  in  computer  reservations  systems 


world's  largest  global  airline,  and  by 
linking  with  it,  USAir  can  provide  U.  S. 
travelers  access  to  that  huge  system. 
But  the  two  must  engage  in  some  skill- 
ful maneuvering  to  make  that  happen. 
"There's  been  an  awful  lot  of  hype  about 
this  agreement  and  what  it  means  to 
both  parties,"  says  Ed  Scerbo,  an  analyst 
at  industry  consultant  Avitas  Inc.  "But 
the  only  thing  that's  happened  so  far  is 
that  some  cash  has  changed  hands. 
There  are  some  lofty  goals  to  be  met." 

And  some  unimpressive  precedents 
to  beat.  KLM-Royal  Dutch  Airlines'  $400 
million  investment  in  Northwest  Air- 
lines Inc.  four  years  ago  has  been  a  tre- 
mendous profit-drain  for  KLM  and  has 
yielded  little  in  synergies.  Scandinavian 
Airlines  Systems  lost  nearly  $100  million 
on  its  equity  investment  in  Continental 
Airlines  Inc.  And  USAir's  own  acquisi- 
tions of  Pacific  Southwest  Airlines  in 
1987  and  Piedmont  Airlines  in  1989  show 
that  it's  far  from  easy  to  mesh  different 
airline  systems.  Worker  resentment  over 


EO  SCHOFIELD 


CLEARLY  EXPECTS 
USAIR  TO  TURN 


A  PROFIT  FOR 
THIS  YEAR 


and  arranging  schedules 
so  that  flights  hook  up, 
USAir  can  offer  U.  S.  pas- 
sengers connections  to  an 
enormous  chunk  of  the 
international  market, 
something  few  of  its  competitors  can 
match.  And  Schofield  is  quick  to  point 
out  that  two-thirds  of  U.  S.  transatlantic 
traffic  to  Europe  comes  from  east  of  the 
Mississippi,  where  USAir  is  strong.  USAir 
plans  to  draw  passengers  from  Northern 
and  Southeastern  cities,  many  of  which 
do  not  have  any  direct  international  ser- 
vice now,  and  funnel  them  into  key 
points  served  by  BA  overseas. 

The  reverse  will  work  for  passengers 
arriving  from  Europe.  Already  the  two 
have  linking  flights  at  Cleveland,  Roches- 
ter, N.Y.,  and  Syracuse,  N.Y.,  and  the 
plan  is  to  increase  that  to  38  cities  by 
yearend,  75  or  80  towns  and  cities  by 
the  end  of  1995.  "We  want  to  make  this 
a  truly  seamless  pipeline,"  says  USAir's 
W.  Thomas  Layow,  whose  job  is  to 


coordinate  the  two  carriers'  syst 
But  the  challenge  goes  a  long 
beyond  getting  flights  to  link  up. 
real  difficulties  will  be  on  the  hi 
side.  BA,  the  self-anointed  "world' 
vorite  airline,"  is  known  around 
globe  for  its  high  level  of  customer 
vice.  USAir  is  not.  So  it  doesn't  tak 
airline  analyst  to  understand  thai 
Lagow's  pipeline  to  work,  the  U.  S 
line  must  raise  its  standards  to  t 
of  the  British  carrier.  USAir  says  it 
ready  sending  some  of  its  pilots 
flight  attendants  across  the  ocea 
train  with  BA  and  the  two  air 
have  formed  joint  task  forces  to  s 
and  implement  better  procedures, 
the  process  of  integration  will 
many  months. 

hopeful  signs.  USAir  and  BA  have  < 
up  with  a  slogan:  "Two  airlines— on 
sion."  And  USAir  is  preparing  to  laur 
TV  ad  blitz  stressing  the  carrier's 
fleet  and  increased  number  of  flij 
In  some  respects,  the  linkup  has  air 
been  a  big  boon  for  travelers.  BA's 
million  cash  infusion  ensures  flight 
many  key  parts  of  the  country 
stood  to  lose  service  if  USAir  sto] 
flying.  Overseas,  USAir  will  offer  d 
connections  to  destinations  throug 
Europe,  the  Mideast,  Africa,  and  A 
For  investors,  there  are  some  sigi 
hope.  Traffic  was  up  12.5%  in  April 
last  year,  and  USAir's  ranking  with 
tomers  improved  frc 
year  ago.  The  airline 
posted  an  operating 
it  for  the  first  quart< 
1993-$2  million-the 
time  it  made  mone 
that    period    in  tl 
years.  Money  from 
stock  sale  combined 
cash  on  hand  gives 
airline  a  comforting 
million  kitty.  And  tho 
Schofield  won't  pt 
number  on  it,  the  cl 
man  clearly  indicates  he  expects  the 
line  to  turn  a  profit  for  the  year. 

USAir's  competitors  aren't  sitting 
and  waiting.  The  Big  Three  faile 
earlier  efforts  to  block  USAir  anc 
from  code-sharing.  So  they're  using 
BA-USAir  deal  to  try  to  pry  open  int< 
tional  markets  for  themselves.  Tl 
carriers  have  been  lobbying  Was! 
ton  to  push  the  British  for  a  liberal 
air  treaty  that  would  put  them  oi 
equal  footing  with  the  BA-USAir  coi 
Schofield  says  he's  not  worried, 
combination  of  USAir  and  BA  makes 
very  strong  competitor,"  he  says.  A: 
as  USAir's  rivals  are  concerned,  the  1 
has  only  just  begun. 

By  Keith  L.  Alexander  in  Pittsb 
and  Seth  Payne  in  Arlington,  Va 
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THE  CORPO 


A  promise  not  to  tell  your  sister  whose  Looks  you've  been  carrying  home. 


V  promise  that  Miss  Applegate's  algfebra  homework  will  never  he  faced  alone. 


A  promise  to  make  life  easier  for  you  than  it  's  been  for  me. 


oth  in£  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
e  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  relv  on  us  can  keep  theirs. 

MassMutual* 

090  Massachusetts  Mutual  Life  Insurance  Co.,  Springfield,  MA  01111  We  help  VOU  keep  yOUr  promises. 


The  NEW  under  $1000 TI  microWriter  PS23 
is  the  best  value  in  laser-quality  PostScript  printers. 


23  Scat  3.Ble  PostScript  typeface 

fonts  in  popular  Adobe*  PostScript9  formats.  ■ 


Crisp,  *#A  sharp  graphics. 


LED  technology  uses  fewer  Movjng  Parts  

than  conventional  laser  printers  for  great  reliability. 

Automatically  switches  between  PostScript 
and  HP  LASERJET*  1 1  printing  formats.  


W  Easy  to  use  front  control  panel.  +■ 

"Plug  and  Play"  convenience  in  both 

Mac*  (Apple")  and  Windows*  (IBM*)  ■^RT*' 

environments. 

With  available  options,  can  handle  up  to^  trays 
of  paper,  including  envelopes  and  labels.  


For  years,  capability  and 
affordability  were  mutual- 
ly exclusive  features  of 
laser-quality  printers.  But 
the  new  microWriter™  PS23  from  Texas  Instruments 
has  changed  all  that.  Now  you  can  get  sharp,  crisp 
laser-quality  images,  rapid  5  page-per-minute  opera- 
tion and  the  reliability  of  LED  technology.  All  in  one 


You  Could 
Spend  A  Lot  More 
And  Have  A  Lot  Less 
To  Show  For  It. 


very  affordable  print 
Thus  enabling  you  to  pr 
more.  Produce  more, 
more.  In  other  words, 
extend  your  reach.  The  new  TI  microWriter  PS 
It  can  make  a  small  business  look  a  lot  bigger.  An 
big  business  look  a  lot  smarter.  For  more  informat 
and  your  nearest  dealer,  please  call  1-800-527-350^ 


EXTENDING     YOUR  REACH 
WITH  INNOVATION" 

Texas 
Instruments 

Adobe  PostScript  and  the  PostScript  logo  are  registered  trademarks  of  Adobe  Systems,  Inc  Apple  and  Mac  are  registered  trademarks  of  Apple  Computer.  Inc  IBM  is  a  registered  trademark  of  International  Business  Machines  Corp 
Windows  is  a  registered  trademark  of  Microsoft  Corp  LaserJet  is  a  registered  trademark  of  Hewlett -Packard.  Inc  "Extending  Your  Reach  With  Innovation"  and  microWriter  are  trademarks  of  Texas  Instruments  ©  1 993  TI 


posn 


PS/ValuePoint 


It's  an  idea  whose  time  has  come. 

Its  the  new  IBM  PSAaluePoint 
line  of  computers — they're  all  full- 
featured,  all  industry  standard,  and 
all  very  compatible  w  ith  your  budget. 

Witb  486  processors,  they're 
all  very  fast,  consistendy  out-scoring 
our  competition  in  independent 
system  performance  tests.' They're 
all  upgradable,  too,  through  the 
Pentium™  OverDrive™  micro- 
processor technology.  And  with  new, 
fast  high-capacity  hard  disks  (up 
to  527MB),  they're  also  expandable. 

Choose  from  three  basic 
footprints — SpaceSaver,  Desktop 


Model  425SX/S 


NEW  Model  425SX/S: 

486SX  25  MHz  System:  4MB  R  \M.  120MB  HD  (245MB  HD  available). 
3  Slots/3  Bays,  pre-installed  with  I  >< IS/ Vkindow.™  or  OS/2  "  (8MB 
(Jj|-|    £Hf\  *         RAM  required).  14"  SVGA  PS/ValuePoint. 
kP  J_«D  I  J  6312  Color  Displa) 


and  Mini-Tower — and  over  40 
different  model  configurations. 
'  lioo-r  Irom  a  multitude  ol  moi 
tors,  features  and 
options  available 
for  all  models. 

And  every 
PS/ValuePoint  comes 
with  HelpWare.™  IBM's  compreh 
>i\e  -cr\  ice  and  support.  \\  hats 
more,  the  new  PSAaluePoint 
Customer  Protection  Plan  offers 
variety  of  options  for  on-site 
maintenance  extensions  that  are 
very  flexible  and  affordable. 
For  more  information,  or  the  IBM  authorized  dea 
near  you,  call  our  Personal  Systems  HelpCenter™  at 
1  800  772-2227.  In  Canada,  call  1  800  465-7999.  Afte 
all.  w  hy  get  just  any  computer,  when  you  can  get  some- 
thing of  Value:  An  IBM  PSAaluePoint. 


NEW7 Model  433DX/D: 

486DX  33  MHz  System:  1MB  RAM,  340MB  HD,  5  Slots/5  Bays, 
pre -installed  with  DOS/Windows  or  OS/2  (8MB  RAM  required). 

*      14"  SVGA  PS/ValuePoint,  6312  Color 
l)i>|)lav 


$2,489 


NEW  Model  466DX2/T: 

486DX2  66  MHz  System:  8MB  RAM,  527MB  HD,  8  Slots/6  Bays. 

!  **    DOS/Window-,  or  OS/2  pre-installed,  15"  SVGA 
PS/ValuePoint.  6319  Color  I)is|>la\ 


$3,789 


Feature 

Benefit 

All  models  upgradable  through 
the  future  Pentium  OverDrive 
microprocessor  technology. 

Enhanced  processor  performan 

Local  bus  graphics  standard. 

Increased  graphics  performance 

1MB  video  memory  standard 

True  color  and  Megapel  resolutic 

Available  VESA  local  bus 
slot  standard 

High-performance  expandability 

L2  Cache  options  available 

Increases  system  performance. 

A  new  set 
of  Wues  for 
the  90k 


'Prices  reflec'  DOS/Windows  pre-installed  "Price  reflects  OS/2  pre-installed  Dealer  prices  may  vary  'Test  results  obtained  by  IBM 
Workstation  Performance  Analysis  by  running  BAPCO  SYSmark  92  IBM  and  OS/2  are  registered  trademarks  and  PS/ValuePoint. 
HelpWare  and  HelpCenter  are  trademarks  of  International  Business  Machines  Corporation  BAPCO  and  SYSmark  are  trademarks 
ot  the  Business  Application  Performance  Corporation  Windows  is  a  trademark  of  Microsoft  Corporation  WordPerfect  is 
a  trademark  of  WordPerfect  Corporation  Screen  shot  reprinted  with  permission  from  WordPerfect  Corp  The  Intel  Inside  logo  is  a 
registered  trademark  and  Pentium  and  OverDrive  are  trademarks  of  Intel  Corporation  ©  1993  IBM  Corp 


Il  [deas  Tor  Small 

i  I  K'SS 

~  ike  Finn  is  pleased.  He  thinks  he's  finally 
found  a  site  in  the  Chicago  area  that  could 
_  become  the  11th  store  for  Minneapolis 
;k,  a  chain  of  clothing  stores  appealing  to 
>eople,  especially  college  students, 
i,  formerly  a  buyer  with  the  Target  Division 
western  retailing  giant  Dayton-Hudson, 
iagstock  as  a  vice-president  in  1978,  and 
len,  working  closely  with  founder  and 
nt  Howard  Weisskopf,  the  company's 
I  division  has  grown  from  3  stores  to  10  by 
[  a  combination  of  inexpensive  new  clothes 
d  garments  appealing  to  teenagers  and 
students.  Now  they're  preparing  to  move 
icago,  their  biggest  market  yet. 
know  there's  no  shortage  of  major  retailers 
'hicago  metropolitan  area.  Everybody  from 
13  Field's  to  the  Gap  is  well-represented," 
mits.  But  he  says,  "We  think  we  have  our 
he."  Finn  and  Weisskopf  are  confident  that 
stock  stores'  unique  blend  of  merchandise 
ieu  will  play  well  in  other  Midwestern  cities, 
ds  that  he's  "personally  excited  about  trying 
itegy  in  a  new  setting." 
■  decades  in  which  the  conventional  wisdom 
t  big  business  was  taking  over  the  economy, 
:ome  increasingly  clear  that  smaller  com- 
ire  holding  their  own  and  then  some,"  says 


Weisskopf  and  Mike  Finn,  of  Minneapolis 
k:  "We  think  we  have  our  niche." 


Finn.  More  than  36  million  Americans  work  for 
companies  with  fewer  than  100  employees.  Small 
and  midsize  companies  account  for  half  the  total 
value  added  by  U.S.  manufacturing,  according  to 
the  National  Coalition  for  Advanced  Manufacturing. 
Companies  with  500  or  fewer  employ 
ees  created  3.2  million  new  jobs 
between  1988  and  1990, 
while  big  businesses  had  a 
net  loss  of  500,000  jobs 
during  the  same  period. 

Then  too,  last  year,  all 
three  winners  of  the  presti- 
gious Malcolm  Baldrige  National 
Quality  Award  were  smaller  companies: 
Marlow  Industries,  Solectron,  and  Zyec.  This  year, 
a  smaller  company  called  Granite  Rock  Co.  was 
another  Baldrige  winner.  It's  no  wonder  that 
President  Clinton  has  called  small  business  "the 
backbone  of  America"  and  has  said,  'We  have  to 
look  for  ways  to  try  to  help  spur  small  business 
and  medium-sized  business  job  growth." 

His  Administration  has  proposed  a  permanent 
investment  tax  credit  for  very  small  companies 
that  buy  equipment  as  well  as  a  50%  capital  gains 
tax  exclusion  for  profits  on  stocks  in  certain  small 
businesses.  The  Administration  would  also  leave 
the  corporate  tax  rate  unchanged  for  small  compa- 
nies while  raising  it  for  large  ones.  And  in  March, 
the  Administration  said  it  would  ease  loan  docu- 
mentation requirements  for  banks  in  a  way  which 
would  make  it  easier  to  lend  to  small  businesses. 

A  century  ago,  the  forces  of  industrialization 
seemed  to  suggest  small  businesses  would  all  be 
devoured  by  corporate  giants.  But  more  recently, 
says  Ragstock  President  Howard  Weisskopf, 
"Several  fundamental  forces  have  come  together 
to  strengthen  the  ability  of  smaller  businesses  to 
compete  with  big  companies."  One  of  the  most 
important,  he  says,  has  been  the  computer  which 
has  extended  the  scope  and  breadth  of  the  infor- 
mation smaller  companies  can  manage.  This 
has  widened  their  ability  to  make  an  impact  on 
the  market. 

According  to  Peter  Gross,  founder  and  president 
of  Aeromix  Systems,  Inc.,  "Manufacturing  methods 
have  not  necessarily  changed  in  many  industries 
so  much  as  the  basic  ways  in  which  you  run  a 
company.  For  example,  the  ways  in  which  you 
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"Technology  has 
changed  the 
types  of  people 
you  need  to  run  a 
smaller  company. 
We  don't  have 
any  secretaries." 


At*'  ; 


SPECIAL  ADVERTISING  SECTI 


Rob  Lewis,  of  Alpine  Map  Company,  shifts  gears  quickly  to  adapt  to  market  demands. 


gather  information  and  analyze  it  and  look  at  it 
have  been  transformed.  There  is  a  million  times 
more  information  available  now,  and  you  can  mon- 
itor things  that  you  never  looked  at  before." 

At  Aeromix,  which  produces  aeration  equipment 
for  water  and  waste  water  treatment,  Gross  says, 
"Technology  has  changed  the  types  of  people  you 
need  to  run  a  smaller  company.  We  don't  have  any 
secretaries.  Even  though  we're  an  engineering 
type  of  company,  we  don't  have  any  drafting  peo- 
ple. But  because  of  computers,  everyone  here  has 
access  to  everything;  they  can  each  be  a  one- 
person  company,  and  it  changes  the  type  of  people 
you  need  in  managing  the  company." 

[nor*  iasmgly  Sophisticated 
Management 

Technology  has  been  put  in  service  by  an 
increasingly  sophisticated  corps  of  managers 
at  smaller  companies.  "There's  no  question 
the  quality  of  small  company  management  has 
improved  as  a  result  of  what  went  on  in  the  1980s 
in  large  businesses,"  says  James  Pierpont,  an 
executive  vice-president  at  Dain  Bosworth,  the 
Minneapolis-based  investment  banking  firm.  "As 


the  1980s  progressed,"  Pierpont  notes,  the  v 
of  mergers  and  acquisitions  meant  that  "a  lc 
management  got  bought  up,  or  fought  hard 
lost,  and  there  were  many  good  managemei 
people  going  into  small  business."  Meanwhi 
adds,  "A  lot  of  well -trained  management  wa 
pumped  out  of  business  schools  for  the  last  d< 
and  many  of  those  people  have  also  ended  i 
small  companies. 

That's  not  to  say  that  smaller  companies 
haven't  had  plenty  of  home-grown  talent.  In 
the  jack-of-all-trades  requirements  of  runnir 
smaller  companies  builds  very  adaptable  mar 
Look  at  Rob  Lewis.  Two  decades  ago,  he  an 
fellow  college  professor  thought  they  would 
advantage  of  their  aerial  photography  and  m; 
skills  by  forming  Alpine  Map  Co.  The  Boulc 
Colo.-venture  didn't  get  very  far  selling  map 
Lewis  says  they  discerned  growing  demand 
high-quality  outdoors  equipment.  The  comp 
still  called  Alpine  Map,  but  since  it  began  se 
its  Madden  line  of  equipment  for  climbers  a 
bicyclists,  it's  been  on  a  Rocky  Mountain  hi; 

"Management  is  especially  crucial  in  sm; 
businesses,"  notes  James  Sullivan  of  Sullivai 
Associates,  a  consulting  firm  which  special! 
advising  small  companies.  And,  he  says,  the  c 


Alpine  Map  Co. 
didn't  get  very  far 
selling  maps, 
but  they  discerned 
growing  demand  for 
high-quality  out- 
doors equipment. 


Finally,  there's  a  plain  paper  fax 
that's  within  your  reach. 


xlucing  the  affordable  Canon  FAXPHONE®  B70 
bble  Jet™  facsimile. 

Everything  you've  ever  wanted  in  a  high  quality 
heet  plain  paper  fax  is  here.  Only  now,  it's 
dable. 

he  new  personal  FAXPHONE  B70  offers 
»n's  patented  Bubble  Jet  technology  with 
k  360  dpi  to  give  you  laser  quality  output, 
that's  more,  Canons  exclusive  UHQ[NI  imaging 

) 


Come  see  the  Canon  Greater  Hartford 
Open  Golf  Tournament  June  24-27, 
or  watch  it  on  CBS  (June  26-27  ) 


•  USA.  Ik  Home  Office  Products  Division,  One  (-  Jnnn  Plaza,  I  ake  Success,  NY  11042  Ca 


technology  lets  you  send  text  and  multi-toned  graphics 
that  are  virtually  indistinguishable  from  the  original. 

And  with  its  unique,  upright  design,  it  takes  up 
very  little  space. 

So  whether  you  do  business  from  your  home  or 
office,  you  can  count  on  the  dependability  of  Canon, 
the  number  one  choice  in  plain  paper  fax. 

For  more  information  on  the  FAXPHONE  B70, 
simply  reach  for  your  phone  and  call  1-800-4321 -HOP. 

FAXPHONE"  B70 

BUBBLE  JET  FACSIMILE 

id  fAXPHONE  arc  repslered  trademarks  ol  Cam,  Int  Bubble  |el  and  UHQ  are  trademarks  of  Canon,  Inc. 


Canon 


Hook  the  computer 
up  to  a  $200 
printer  —  or  an 
$800  laser  printer 
—  plus  a  $15  data 
base  program, 
and  a  company  can 
mount  a  sophisti- 
cated direct  mail 
campaign. 


mix  of  savvy  entrepreneurs,  big  company  veter- 
ans, and  trained  MBAs  is  making  small  business 
a  more  sophisticated  competitor  than  ever. 

The  Crucial  Role  of 
Technology 

ore  than  anything,  however,  it  is  techno- 
logical change  that  is  altering  the  com- 
petitiveness of  small  business.  For  years, 
says  Peter  Gross  of  Aeromix,  'Technology  typically 
permitted  big  companies  to  achieve  economies 
of  scale  that  small  companies  couldn't  match. 
Now  low  cost  computer  technology  is  leveling  the 
playing  field." 

Virtually  any  business  big  enough  to  support 
an  individual  can  afford  a  desktop  computer  that 
can  greatly  increase  efficiency  in  managing  the 
business.  Hook  the  computer  up  to  a  $200  printer 

—  or  an  $800  laser  printer  if  you  want  to  be  fancy 

—  plus  a  $15  data  base  program,  and  a  company 
can  mount  a  sophisticated  direct  mail  campaign. 
The  same  computer  can  manage  the  company's 
books,  payroll,  projects,  and  correspondence.  "The 
explosion  in  data  processing  capability  has  clearly 
helped  small  business  compete,"  says  Gross. 

William  Lange  can  testify  to  that.  In  the  1960s, 
he  was  running  a  graphic  arts  business  and  recalls, 
'To  serve  our  clients,  we  had  to  have  lots  of  offices 
because  you  couldn't  rely  on 
the  electronic  transfer  of  infor- 
mation." His  clients  were  largely 
in  the  building  industry,  he  says, 
and  in  the  1974  real  estate  crunch, 
he  had  to  retrench.  "I  was  stuck  with  a 
lot  of  overhead  and  ended  up  selling  the 
business,"  he  says. 
That  experience  prompted  Lange  to  capi- 
talize on  new  technology  in  organizing  his 
current  business.  Lange  is  president  and  CEO  of 
the  LFC  group  of  companies,  headquartered  in 
Newport  Beach,  Calif.,  which  auctions  off  properties 
on  behalf  of  government  agencies,  corporations, 
and  financial  institutions.  Given  the  distressed 
properties  piling  up  on  the  doorsteps  of  such 
clients  as  the  Resolution  Trust  Co.  and  the  Federal 
Deposit  Insurance  Corp.  as  well  as  mortgage 
lenders,  Lange's  company  is  pretty  busy  running 


auctions  all  over  the  U.S.  But,  he  says,  "It's  a' 
centralized  here  in  our  office  in  Newport  Be 
LFC's  Senior  Vice-President  and  Managem* 
Information  Systems  Director  Dennis  Linthi 
has  developed  software  enabling  LFC  to  ma 
the  process  of  getting  mandates  to  auction  f 
erties  as  well  as  marketing  those  properties 
up  to  the  auction. 

In  competing  for  the  right  to  auction  gro 
properties,  Linthicum  says,  "It's  pretty  comi 
today's  world  to  have  a  data  processing  dep. 
ment,  but  where  we  go  the  extra  mile  is  hav 
to  25  laptops  in  the  field.  A  lot  of  our  people 
them  fulltime,  and  we  have  constant  commui 
tions.  The  beauty  of  it  is  that  no  one  is  ever  ij 
the  loop."  Lange  figures  that  his  competitors! 
to  have  70  sales  people  to  be  competitive  witj 
two  dozen  because  of  technology. 

Once  LFC  wins  a  contract  to  auction  propj 
it  places  advertisements  seeking  to  generattj 
interest  in  the  properties.  Those  who  call  thi| 
number  reach  LFC's  headquarters  and  are  i 
information,  while  LFC  computers  monitor  t 
level  and  nature  of  the  calls.  "If  the  inquiries 
outside  historic  patterns,  we  can  alter  the  m 
ing  to  generate  more  interest,"  Lange  says, w 
statistical  tracking  to  see  if  we're  generating 
and  if  not,  we  may  change  the  marketing  str 
That  data  comes  to  us  twice  a  day  from  all  o: 
outlying  sites,  and  we  fax  or  E-mail  all  of  the 
results  to  our  people." 

He  adds,  "In  addition,  during  a  specific  ai 
campaign,  we  track  the  buyers'  profiles,  so  \ 
know  more  about  the  people  and,  therefore, 
a  better  idea  of  what  the  potential  is  for  that 

"Because  of  all  this  data,"  lange  says,  "on 
tions  are  very  predictable.  Recently  I  project 
that  we  would  get  76%  of  the  previous  asking 
prices  and  we  did  75.13%.  Most  of  my  compt 
couldn't  predict  within  10%,  and  that's  one  r< 
we're  getting  more  business.  We  help  take  ti 
risk  out  of  it  for  the  seller."  And  by  keeping  1 
bricks  and  mortar  down  and  relying  on  tech; 
gy,  LFC  is  taking  a  lot  of  the  risks  out  of  its  ( 
business  as  well.  Says  Lange,  "We  have  a  roi 
team,  and  they  get  on  the  plane  and  go  to  th> 
tion  site."  But  beyond  that,  technology  enabl 
LFC  to  do  a  good  job  without  leaving  its  qua 
on  the  old  Irvine  Ranch  in  Orange  County,  (- 


ECIAL  ADVER 


TISING  SECTION 


iany  companies,  even  if  technology 
iffect  the  way  they  produce  their  goods  or 
it  still  affects  many  aspects  of  their  busi- 
r  example,  dramatic  declines  in  the  cost 
mnters  and  copiers  has  made  it  possible 
to  produce  attractive  brochures  and  com- 
uments  in-house  at  low  cost.  This  is  not 
ful  in  preparing  marketing  materials,  it 
is  in  making  technical  information  easier 
nd  comprehend. 

while,  once  orders  arrive  at  many  small 
;s,  advances  in  optical  scanning  equipment 
>ossible  to  enter  the  order  electronically, 
irough  the  production  process,  and  gen- 
the  appropriate  shipping  instructions  and 
a  result,  small  companies  need  not  fear 
bmerged  in  mountains  of  paper  files;  it's 
ir  computers. 

Joel  Barr,  president  and  co-founder  of 
rket,  a  Brooklyn-based  distributor  of  spices 
■ances  as  well  as  the  producer  of  Joelle 
Barr  frequently  travels  to  trade  shows 
>it  the  firm's  15,000  customers,  which 
retailers  like  Wal-Mart  and  Walgreens. 
r  he  goes,  he  has  his  Dell  notebook, 
with  fax  modem.  In  addition,  he  says,  "I 
inter  and  a  fax  machine  in  my  home  and 
ce,  so  I'm  in  business  wherever  I  am." 
Dany,  whose  labor  force  rises  from  50  to 
?  busy  Christmas  season  approaches, 
3Cs  plus  a  mainframe  computer  with  17 
.  "Now  we're  looking  into  voice  mail," 
,  who  founded  the  firm  with  a  boyhood 
years  ago,  adding,  "We  make  a  low-tech 
3ut  we  market  it  in  a  high-tech  way."  The 
ue  at  countless  other  small  companies. 

hanging  Sources 
lancing 

range  of  financing  opportunities  available 
mailer  companies  is  also  changing,  and 
t's  critical.  Consultant  Sullivan  says,  "The 
ne  reason  most  small  business  start-ups 
misjudge  the  amount  of  capital  they 
er  on,  he  adds,  "When  things  get  tight, 
en  have  a  hard  time  concentrating  on 
e  business  work,  and  a  lot  of  entrepre- 


Consultant  Jim  Sullivan  (left),  a  turnaround 
management  expert,  discusses  curriculum  with 
his  partner  Kip  McGrath  (right)  at  one  of  their 
ten  Kip  McGrath  Education  Centers. 

neurs  panic.  Instead  of  trying  to  solve  the  problem, 
they  say  'I'm  running  out  of  money;  I've  got  to 
give  up  and  get  a  job,'  so  they  jump  ship  too  soon." 

Ragstock's  Finn  notes  that  "The  small  busi- 
ness financing  picture  has  changed  as  the  big 
banks  have  lost  their  biggest  customers  to  the 
financial  markets."  Because  big  companies  are 
meeting  more  of  their  financing  needs  by  issuing 
short-term  commercial  paper  and  medium  and 
long-term  bonds,  many  commercial  banks  have 
refocused  their  lending  on  middle  market  and 
smaller  companies. 

In  addition,  a  number  of  banks  have  specifically 
chosen  to  focus  on  smaller  companies.  J.  Mike 
Dunn,  vice-president  and  director  of  marketing  of 
Columbia  Banking  System  of  Bellevue,  Wash, 
says,  "Over  the  last  five  years,  there  have  been 
more  applications  to  form  new  banks  than  in  the 
last  20  years,  and  a  lot  of  that  has  to  do  with  the 
fact  that  as  the  big  banks  get  bigger,  there  is  defi- 
nitely a  niche  for  smaller,  community-owned  banks." 

Columbia  was  built  on  the  ashes  of  a  failed 
thrift  institution,  which  was  reenergized,  and  went 
on  to  buy  a  commercial  bank.  "Our  business  plans 
call  for  being  a  financial  institution  in  the  $500 
million  to  $1  billion  size,"  Dunn  says.  "We  believe 
that's  the  optimum  size  to  offer  the  services 
required  and  remain  small  enough  to  provide  one- 


"The  small  business 
financing  picture 
has  changed  as  the 
big  banks  have  lost 
their  biggest 
customers  to  the 
financial  markets." 

Mike  Finn 
Vice-President 
Minneapolis  Ragstock 


Why  Notebook  Desigis 
And  Airports  As  It  Is  Aboi 


Much  About  Hotels 
>dems  And  Motherboards. 

re  are  two  ways  to  design  a  notebook  PC:  around 
>mputer  chip,  or  around  a  human  being.  And  if 
Ve  used  a  Compaq,  you  undoubtedly  know  which 
hese  approaches  best  describes  our  philosophy. 


w,  we  at  Compaq 
ice  innovation  as 
as  anybody.  We 
Mi't  think  it  serves 
purpose  without  a 
igh  understanding 
v  people  use  it. 
ich  is  why  we  look 
lane  seats  and  hotel 
as  closely  as  circuit 
;  and  serial  ports.  It 
isely  this  approach 
lables  us  to  build 
)f  the  most  durable, 
e  and  useful  note- 
on  earth. 

:ebook  PCs  with 
ely  sophisticated 


power  conservation  tools 
so  you  get  longer  use  out 
of  the  battery.  Full-sized 
keyboards  with  familiar 
"hotkey"commands.  And 
easy-to-read  screens  that 
rival  the  display  quality 
of  desktop  systems. 

Of  course,  even  highly 
sophisticated  features  are 
worthless  if  they  can't  en- 
dure the  punishment  of 
daily  use. 

Which  is  why  we  sub- 
ject our  notebook  PCs  to 
testing  that  others  simply 
couldn't  withstand. 

We  drop  diem .  We  bake 


diem.  We  freeze  them. We 
even  test  new  COMPAQ 
designs  by  opening  and 
closing  them  ten  thou 
sand  times  to  simulate 
years  of  normal  use. 

In  short,  we  engineer 
our  award-winning  note 
books  for  the  real  world 
A  place  that's  filled  with 
deadlines  and  flight  can- 
cellations and  overhead 
storage  compartments. 

A  place  that  can  teach 
you  as  much  about  how  to 
design  notebooks  as  any 
computer  lab  on  earth. 

COMPAa 


A  help  line  that  withstands  the  test  of 
time.  You  can  call  out  Jree  24-hour 
hotline  seven  Jays  a  week  for  as  long 
as  you  own  your  computer. 


Like  the  armadillo,  Compaq  note 
books  feature  built-m  protection 
against  the  elements.  In  fact,  our 
ruggedly  engineered  notebooks  are 
among  the  most  durable  on  earth. 


The  Compaq  LTE  Lite.  Fc 
H-ieirTIme  Working.  An 

OK,  we're  not  saying  you  live  on  three  hours  of  sle 
or  that  you  eat  Chinese  takeout  every  night.  And  e\ 
if  you  do,  we're  not  saying  that  a  COMPAQ  LTE  L 
486SL  notebook  is  suddenly  going  to  change  all  tl 


What  we  will  sav  is 
that  it  could  make  your 
life  a  lot  simpler.  Partic- 
ularly if  you  travel. 

You  see,  on  one  hand, 
these  new  computers 
are  lightweight,  compact 
notebooks  (6.3  pounds, 
8.5" x  11").  They're  avail- 
able with  three  different 
screens:  the  COMPAQ 
UltraView  -  the  world's 


(/111  v 


black  and  white,  active 
matrix  VGA;  a  256-color 
active  matrix;  and  the 
highly  acclaimed  passive 
monochrome  MaxLight. 

.  k  Simply  slide  the  LTE  Lite 

notebook  into  the  COMPAQ 
Desktop  Expansion  Base 
and  you  have  ajull-func- 
twn.Jullv  connected 
desktop  computer. 


There's  the  integn 
EasvPoint  trackball.  . 
each  has  a  range  of  i 
vative  power-conserva 
features  to  help  ext 
battery  life. 

But  what  also  mi 
these  notebooks  uniqi 


C  1993  Compaq  Computer  Corporation  All  Rights  Reserved  COMPAQ  and  LTE  Registered  U.S.  Patent  and  Trademark  Office.  UltraView.  MaxLight.  Eas>Point,  E> 
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ople  Who  Spend  Half 
ie  Other  Half  Working. 


hev  double  as  full- 
full-featured  486 
:>p  PCs. 

simply  sliding  your 
Ate  notebook  into 


bays  increase  expansion 
capabilities.  Best  of  all, 
you're  using  the  same 
hard  drive.  So  whether 
you're  in  the  office  or  on 


OMPAQ  Desktop 
ision  Base,  you're 
itly  connected  to 
rs,  peripherals  and 
letwork.  No  flop- 
no  fumbling  with 
no  headaches.  And 
tra  slots  and  drive 


the  road,  your  files  are 
always  with  you.  The 
expansion  base  also  of- 
fers you  a  keylock  to 
secure  your  notebook. 

Of  course,  if  you  don't 
need  all  the  functions  of 
a  full-sized  PC,  but  want 


easy  connection  to  your 
peripherals,  choose  the 
new  Enhanced  QuickCon- 
nect  —  a  one-step  system 
with  integrated  Ethernet 
and  SCSI  support. 

And  like  all  of  our 
PCs,  these  notebooks  are 
backed  by  CompaqCare. 
Which  includes  a  free, 
three-year  worldwide 
warranty,  and  a  year  of 
free  on-site*  service  in 
the  U.S.  or  Canada. 

For  information  on 
the  COMPAQ  LTE  Lite 
486SL,  call  1-800-345-1518. 
Because  if  you  work  out 
of  the  office  on  a  regular 
basis,  you  really  lead  two 
lives.  So  they're  perfect 
for  you.  And  you. 

COMPAQ 


Unlike  other  486  chips,  the  Intel 
486SL,  with  an  integrated  numeric 
coprocessor,  provides  higher  perfor- 
mance and  extended  battery  life. 


I 


No  wires,  no  interface  boxes,  no 
headaches.  The  optional  fully  in- 
tegrated C0MPA(lSpeedPA(ll44 
Modem  connects  the  LTE  Lite 
directly  to  a  cellular  phone  so  you 
can  send  e-mail  and  faxes. 


IS  provided  by  Contracted  Service  Pr. 
rtain  options  are  covered  bv  a  one  yea 


iders  and  may  nut  be  available  in  certain  geographic  locations  Certain  restrictions  and  exclusions  applv  Monitors,  battery 
Warranty  For  further  details  on  our  limited  warranty,  contact  the  Compaq  Customer  Support  Center. 


SPECIAL  ADVER 


TISING  SECTI 


"IPOs  can  be 
done  in  differing 
markets,  not  just 
hot  markets." 

Jim  Pierpont 
Executive 
Vice-President 
Dain  Bosworth 


on-one  customer  service,  which  is  what's  missing 
in  all  the  mega-mergers  that  have  occurred." 

In  serving  smaller  companies,  Dunn  says  that 
"Instead  of  opening  branches,  we  run  messenger 
services  between  ourselves  and  our  customers. 
We're  developing  remote  PC  banking  that  will 
allow  many  of  our  customers  to  do  a  lot  of  cash 
management  from  their  PCs  in  their  offices. 
We're  trying  to  put  products  and  services  together 
to  make  it  obsolete  to  come  into  the  bank."  Dunn 
says  saving  time  is  crucial  for  smaller  companies, 
where  executives  are  stretched  thin. 

Meanwhile,  Richard  A.  Hanson,  executive  vice- 
president  of  Merrill  Lynch  Business  Financial 
Services  says,  "We  have  an  alternative  to  bank 
financing  as  part  of  our  Working  Capital  Manage- 
ment Account."  The  WCMA  is  a  central  asset 
account  that  links  a  variety  of  cash  management 
funds  for  excess  cash  with  revolving  credit  ranging 
from  $200,000  to  $5  million.  Merrill  has  about 
105,000  of  these  accounts.  Citibank's  Citi  One 
account  offers  small  businesses  a  similarly  inte- 
grated cash  management  and  borrowing  vehicle. 

There  are  also  a  variety  of  commercial  finance 
companies  and  asset-based  lending  alternatives 
open  to  smaller  companies.  Leasing  used  to  be 
seen  primarily  as  a  way  to  acquire  costly  equipment, 
but  small  ticket  leasing  companies,  like  Eaton 
Financial,  have  open-ended  lease  agreements  that 
make  it  possible  for  smaller  companies  to  lease 
new  equipment,  like  copying  machines,  as  easily 
as  putting  it  on  a  credit  card. 

And  then  there's  the  market  for  high  yield 


J.  Mike  Dunn  (left)  of  Columbia  Banking  System, 
Inc.:  "We're  developing  remote  PC  banking." 


bonds  a.k.a.  junk  bonds.  The  controversy  ov 
this  market  has  overshadowed  its  very  real 
achievement:  It  significantly  increased  the  n 
of  companies  that  could  gain  access  to  capit^ 
through  the  public  sales  of  securities.  Jim 
Pierpont  of  Dain  Bosworth  says,  "The  junk  h 
market  is  very  active  right  now,  even  though 
not  getting  the  press  that  it  used  to." 

He  adds  that  the  market  for  non-investmi 
grade  private  placements  from  smaller  comf 
is  also  active,  as  is  the  market  for  initial  publ 
offerings  of  stock.  "People  used  to  talk  about 
IPO  cycle,"  Pierpont  says,  adding,  "The  idea 
that  there  is  a  window  that  opens  every  five  < 
years."  But  now  he  says,  "There  is  a  more  cons 
appetite  for  IPOs  because  there  are  many  m' 
players  and  a  much  broader  spectrum  of  inves 

Because  financing  is  so  critical  for  smalle 
companies,  for  many  years  public  policy  has  s| 
to  expand  the  flow  of  funds  into  this  sector.  \ 
U.S.  Small  Business  Administration  has  a  va; 
of  lending  programs.  So  do  several  states.  In 
Connecticut,  for  example,  the  state  Develop] 
Authority's  "preferred  lending  program"  has 
formed  partnership  with  major  banks  in  the  ; 
to  crank  out  a  billion  dollars  in  loans  to  busimi 

Rep.  John  LaFalce,  a  New  York  Democraj 
is  chairman  of  the  House  Small  Business 
Committee,  has  been  seeking  to  expand  the 
of  funds  available  to  small  companies  by  dev 
ing  a  secondary  market  in  small  business  lo; 
similar  to  the  multi-billion  dollar  secondary  i 
ket  for  home  mortgages.  Since  1986,  investo 
have  been  able  to  buy  securities  backed  by  t 
government-guaranteed  portion  of  SBA  loan' 
several  years.  Rep.  LaFalce  has  proposed  cn 
an  entity  called  the  Venture  Enhancement  an 
Loan  Development  Administration  for  Small' 
Under-capitalized  Enterprises  —  Velda  Sue  ; 
securitize  and  sell  non-guaranteed  loans. 

There's  now  a  broad  array  of  financing  m; 
nisms  that  permit  small  businesses  to  use  th! 
precious  capital  more  effectively  than  ever  b| 
It's  not  just  the  new  instruments  that  are  hell 
but  also  the  technology.  Says  Peter  Gross, 
don't  do  anything  fancy  as  far  as  borrowing,  - 
we  think  we  manage  our  finances  pretty  weh 
using  the  computer  for  cash  flow  projections, 
things  like  that." 


Am 


nouncing  The  ADST 
st  In  The  Business  Guarantee. 


AT&T  is  committed  to  being  the  best.  Which 
is  we  are  committed  to  offering  your  small 
less  the  fastest,  most  reliable  long  distance 
•00  Services  ever  devised.  So  that  your  busi 
can  be  the  best. 

So  strong  is  our  commitment  to  your  satis- 
m,  we  guarantee  it. 
Me  submit  that  no 
company  satisfies 
needs  or  stands  be- 
their  performance 
ay  we  do. 
\T&T  has  the  most 
)le  network,  with 
sive  FASTARSM 
ology  to  insure  the 
it  service  interrup- 
(Our  nearest  com- 
>r  s  network  is  twice 
sly  to  have  a  service 
ption.)  Weguaran- 
)ur  satisfaction  with 
liability. 

VT&T  has  the  fastest 
actions.  (Our  call 
)  time  is  up  to  50% 
than  other  net- 
i )  We  guarantee 
satisfaction  with  the 
I  of  our  connections 
\T&T  has  the  most  completed  calls.  ( Our  com- 
>rs  block  anywhere  from  33%  to  178%  more 
i  We  guarantee  your  satisfaction  with  our  rate 
1  completion. 

IT&T  has  unsurpassed  sound  quality.  ( No  other 
)rk  gives  you  clearer  sound. )  We  guarantee 
satisfaction  with  our  sound  quality. 


Nolfs, 

Ands 
or 

Bills. 

AI&T  is  the  Best  in  the  Business. 


AT&T  offers  superior  fax  transmission.  ( More 
faxes  transmit  on  the  first  try  with  AT&T  than  any 
other  network. )  We  guarantee  your  satisfaction 
with  our  first-try  fax  transmissions. 

AT&T  provides  accurate  billing.  ( S<  >me  lesser- 
known  long  distance  companies  have  been  known 

to  bill  customers  for 
uncompleted  calls. )  We 
guarantee  your  satisfac- 
tion with  the  accuracy  of 
our  billing. 

Should  you  ever  be 
unsatisfied  with  our  per- 
formance in  any  of  these 
areas,  just  call  us  for  cred- 
it. That's  our  Best  in  the 
Business  Guarantee. 

AT&T  also  provides 
the  most  reliable  800 
Service.  (No  other  long 
distance  company  beats 
our  new  5  minute  AT&T 
800  Assurance  Policy. ) 
Should  you  ever  be  out 
of  touch  with  your  cus- 
tomers longer  than  5 
minutes,  we  will  credit 
you  for  one  month's 
service  charge  for  the 
disrupted  service* 
To  be  the  Best  in  the  Business  is  to  take  re- 
sponsibility; to  guarantee  you  a  level  of  satisfaction 
second  to  none.  To  put  the  Best  in  the  Business  to 
work  for  your  business,  call  1  800  222-0400  for 
more  details. 

AI&T  The  Best  in  the  Business. 


"&T  Claims  are  based  on  3Q  1992  AT&T  Bell  Labs  nationwide  (esl  results 
ge  Hours  Probability  versus  MCI.  Bell  Labs  study  2/5/92-  12/31 /92  Credit 
I  basis  on  specific  long  distance  services  Other  conditions  apply  'Pending 
itiveness  Except  Intrastate  Basic  800  Service  Other  conditions  apply 


AT&T 


SPECIAL  ADVERTISING  SECTI 


"If  you  had  a  firm 
with  as  few  as  10 
employees,  I  could 
not  only  offer 
medical  insurance, 
I  could  offer  a 
Health  Maintenance 
Organization  or  a 
Preferred  Provider 
Organization." 

PeterV.  Kuhn,  CPA 
Principal 

Innovative  Benefit  Plans 


The  Expanding  Range  of 
Employee  Benefits 

Employee  benefits  is  another  area  where 
technology'  has  helped  small  business 
become  more  competitive.  Once  big  busi- 
ness offered  a  smorgasbord  of  benefits  which 
weren't  available  to  smaller  companies.  Many  small 
companies  still  have  trouble  paying  for  benefits, 
but  if  they  want  to  offer  them,  they're  available. 

Joyce  O'Connell.  the  personnel  manager  for 
the  Acacia  Division  of  Deanco  Inc.  in  Fremont, 
Calif,  says,  "We  feel  we're  able  to  offer  a  very 
competitive  package  of  benefits  because  of  dra- 
matic increases  in  the  range  of  benefit  products 
available  to  smaller  companies."  Acacia,  a  distribu- 
tor of  electronics  products,  offers  many  of  its  200 
employees  medical  coverage  that  not  only  includes 
indemnification  but  also  a  Health  Maintenance 
Organization,  dental  care,  and  vision  care.  It  also 
offers  short-term  and  long-term  disability,  an 
Employee  Assistance  Program  for  personal  prob- 
lems, including  substance  abuse,  and  a  401k  plan. 

Peter  V.  Kuhn,  a  principal  in  Innovative  Benefit 
Plans  in  San  Jose,  Calif.,  says  that  the  primary 
reason  for  the  availability  of  these  benefit  products 
is  computer  technology-.  Says  Kuhn.  "The  pro- 
cessing costs  have  come  down  so  much  that  the 
providers  —  the  insurance  companies  —  are  able 
to  market  cost-effective  products  that  they  couldn't 
dream  of  offering  five  years  ago."  At  this  point, 
Kuhn  says,  "If  you  had  a  firm  with  as  few  as  10 
employees,  I  could  not  only  offer  medical  insurance, 
I  could  offer  a  Health  Maintenance  Organization 
or  a  Preferred  Provider  Organization."  He  adds, 
"For  a  company  with  more  than  25  employees,  I 
could  offer  a  number  of  dental  plans." 

As  in  the  case  of  insurance,  in  retirement 
plans.  Acacia's  O'Connell  notes,  smaller  businesses 
have  acquired  the  tools  to  become  more  competi- 
tive in  hiring  and  retaining  employees.  "A  lot  of 
companies  are  offering  401k  and  defined-contri- 
bution  profit  plans,"  she  says,  adding  that  major 
investment  management  and  insurance  firms  are 
courting  these  plans  as  never  before.  That's  not 
surprising  considering  the  pension  funds  of 
firms  with  fewer  than  1,000  employees  have  total 
assets  of  $400  billion.  And  technology  has  made  it 


easier  to  administer  smaller  plans  efficiently. 

T.  Rowe  Price  Associates  is  one  of  the  inve 
ment  management  firms  which  has  launched 
small  company  initiative.  According  to  Joseph 
Healy,  a  vice-president  of  T.  Rowe  Price,  "We 
smaller  companies  a  turnkey  401k  product  1 
Century  Plan  plan  is  available  for  firms  with  ; 
where  from  300  employees  down  to  two.  and 
small  companies  offer  everything  the  big  con 
nies  have.  The  participants  get  no-load  mutu 
funds  with  up  to  eight  options;  they  get  a  toll : 


Peter  V.  Kuhn  of  Innovative  Benefit  Plans:  "51 
companies  can  provide  benefits  they  couldn't  « 
of  offering  five  years  ago." 

800  number  to  call  so  they  can  get  account  ba 
ances  or  ask  questions;  and  they  get  a  combj 
statement  that  lays  out  all  of  their  investmen] 
one  statement." 

As  for  the  company.  Healy  says,  "They  gel 
of-the-art  record-keeping,  which  facilitates  d 
compliance  —  and  that's  a  concern  at  many  si 
companies.  We  offer  an  IRS-approved  protol 
document,  so  you  needn't  go  to  outside  com 
and  pay  fees  to  draw  up  a  standardized  docui 

While  employee  benefits  may  be  expensiv 
Acacia's  O'Connell  says,  "We  need  to  offer  tl 
benefits  to  be  competitive."  In  industries  wh( 
that's  the  case,  computerization  has  reducec 
costs  of  administering  these  benefits  and  th; 
created  a  more  level  playing  field  in  pursuin 
employees 


When  you  stack  up  its  features  and 
consider  the  price,  the  Mita  LDC-650  plain 
paper  fax  machine  comes  out  on  top. 


AFFORDABILITY: 

The  most  affordable  plain  paper  fax  machine 
with  all  these  features. 

LASER  PRINT  TECHNOLOGY: 
Offers  exceptional  print  quality,  with  high 
resolution  at  400  dpi  and  64  level  gray  scale, 
all  on  plain  bond  paper. 

EXTENDED  DUAL  ACCESS: 
Performs  any  two  fax  functions  simultane- 
ously, including  transmitting,  receiving, 
scanning,  copying,  printing  and  more,  for 
increased  productivity. 

QUICK  SCAN: 
Scans  documents  into  memory  for  transmis- 
sion, eliminating  waiting  time. 

DESTINATION  CONFIRMATION: 
Allows  additional  user  confirmation  before 
speed  dialing,  eliminating  accidental  trans- 
mission to  the  wrong  destination. 

ENERGY  SAVER: 
Saves  on  electricity  when  not  in  use. 

EMITS  LESS  OZONE: 
Vitally  important  in  these  environmentally 
precarious  times. 

BATCH  TRANSMISSION: 
Allows  all  documents  being  sent  to  a  single 
destination  to  be  sent  at  one  time,  reducing 
multiple  calls  to  the  same  destination. 

AND  ALL  STANDARD  FEATURES: 
The  Mita  LDC-650  also  offers  all  the  features 
you  would  expect  in  a  plain  paper  fax  machine, 
and  a  lot  of  things  you  wouldn't.  And  it's 
affordable. 

For  full  product  and  financing  details  call  your 
Mita  dealer,  or  1-800-ABC-MITA. 
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T.  Rowe  Price  offers  a  turnkey  40 IK  product  for 
small  companies. 


The  Growing  Roleol 
Foreign  Mark* 'Is 


r  nternational  business  is  another  area  where 
I  small  business  is  expanding  its  role.  Exporting 
_l_  used  to  be  reserved  for  big  companies,  but 
rapid  economic  growth  internationally  is  pulling 
more  small  companies  abroad,  while  they  are  being 
pushed  by  competition  and  recession  in  their  home 
markets.  A  survey  of  6,000  U.S.  manufacturers 
conducted  last  summer  by  Arthur  Andersen  & 
Co.  found  that  only  5%  of  small  businesses  are 
involved  in  international  trade.  Respondents  said 
that  the  greatest  barrier  to  exporting  was  a  lack  of 
information  on  how  to  do  it.  Both  the  federal 
government  and  a  number  of  state  governments 
have  sought  to  facilitate  exporting. 

For  example,  the  U.S.  Export-Import  Bank's 
Working  Capital  Guarantee  Program  encourages 
lenders  to  make  working  capital  loans  to  small 
and  medium-sized  companies  with  export  poten- 
tial. In  addition,  the  SUA  s  Export  Revolving  Line 
of  Credit  Program  provides  short-term  credit  to 
smaller  companies.  SBA  also  runs  an  Export 
Trade  Assistance  Partnership  to  provide  informa- 
tion and  training  to  would-be  exporters. 

Meanwhile,  states  are  increasingly  helpful  to 
small  businesses  seeking  to  export.  The  reason  is 
clear.  As  Ohio  State  Senator  Charles  F.  Horn  said 
last  year,  "The  future  of  our  economic  growth  is 
going  to  depend  largely  on  how  successful  medium 
and  small-sized  companies  are  in  entering  the 


international  marketplace."  To  encourage  tb 
efforts,  Horn  introduced  a  proposal  to  offer  s 
tax  credits  to  those  Ohio  companies  that  inci 
their  exports.  The  bill,  which  was  part  of  a  pa 
of  economic  development  incentives  proposi 
Governor  George  V.  Voinovich,  specified  th; 
Ohio  companies  that  expanded  their  exports 
the  next  eight  years  and  increased  their  payi 
or  capital  expenditures  to  do  it,  would  receive 
tax  credit  on  increased  profits. 

In  addition  to  government  agencies,  com 
cial  banks  are  eager  to  provide  information  t 
will  generate  trade  financing  business.  Bank 
Boston  even  created  a  35-minute  videotape  c 
"Basics  of  Exporting"  to  bring  novice  export* 
to  speed.  Besides  the  major  U.S.  banks,  the  hu 
dreds  of  foreign  banks  with  offices  in  the  U.5 
also  eager  to  provide  advice  and  financing  fc 
those  selling  abroad. 

Astute  small  companies  are  capitalizing  c 
these  opportunities.  Look  at  Alpine  Map  Co. 
Rob  Lewis  says,  "About  15  years  ago,  when 
were  very,  very  small,  the  state  of  Colorado 
helped  us  pay  for  a  booth  at  an  international 
ing  goods  show  in  Munich,  and  it  was  succe 
for  us.  We  made  some  sales  and  we  just  kep 
going  back."  Since  then,  foreign  sales  have  j 
to  about  40%  of  total  sales.  Lewis  says,  "We'r 
probably  better  known  in  Europe  than  here 
the  U.S." 

Madden  sells  its  wares  directly  to  Europa 
firms  without  intermediaries.  "We  make  extj 
ly  expensive  gear."  Lewis  says,  "and  by  sellil 
directly,  we  can  avoid  some  of  the  expense  J 
tributors."  However,  another  Colorado  comj 
Spyder  Active  Sports,  which  makes  skiwear, 
with  distributors  in  foreign  countries.  It  typij 
picks  one  per  country,  and  the  distributor  rcl 
up  retail  outlets  and  markets  the  product.  Af 
result,  Spyder  has  gained  representation  in  If 
than  a  dozen  foreign  countries. 

Aeromix  Systems  has  also  used  distribute 
extend  its  reach  into  some  26  companies,  an 
exporting  now  generates  a  third  of  the  salesJ 
6-year-old  company.  "In  most  cases  we  havelj 
these  distributors  —  or  they  have  found  us  I 
through  trade  shows  or  advertising,"  says  Gl 
"They're  already  involved  in  the  same  busiri 
we  are.  We  provide  them  with  guidelines  an* 


The  greatest  barrier 
to  exporting  is  a 
lack  of  information 
on  how  to  do  it. 

Respondents  to  an 
Arthur  Andersen  &  Co. 


The 
mart  move; 

IOWA 


'uality  companies,  including 
Sheaffer  Pen,  Rockwell  International 
and  Deere  &  Company,  know  the 
nation's  leader  in  education  is 
the  smart  state  for  business. 
America's  best-educated  work  force 
tops  their  list  of  smart  reasons  for 
doing  business  in  Iowa. 

For  two  decades,  Iowa  students 
have  led  the  nation  in  ACT  and  SAT 
college  entrance  exam  scores.  And  that 
scores  high  with  business  in  better  job 
performance  and  lower  training  costs. 

The  drive  that  pushes  Iowa's 
graduation  rate  21  percent  above 
the  national  average  pays  off  in 
productivity  equal  to  5.2  extra  weeks 
of  output  per  Iowa  worker  per  year. 

As  CEO  Michael  Johnstone  says 
of  Sheaffer 's  Iowa  center  for  world- 
wide operations,  "The  quality  and 
craftsmanship  are  in  Iowa.  Those 
are  priceless  advantages." 

Make  the  smart  move;  call  Bob 
Henningsen  at  the  Iowa  Department 
of  Economic  Development  for  your 
copy  of  the  Executive  Planner  For  Doing 
Business  In  Iowa:  1-800-245 -IOWA. 


I  I  Hi  SMART  S  I  ATH 
FOR  BUSINESS* 


SPECIAL  ADVERTISING  SECTI 


"At  the  end  of  the 
day,  it's  awfully 
nice  to  be  able  to 
see  the  results  of 
your  own  efforts." 

Joel  Barr 
President  and 
Co-founder 
Spice  Market 


knowledge  on  how  to  market  our  equipment.  We 
help  them  with  marketing  techniques  that  we've 
found  useful  or  that  other  distributors  have  found 
useful.  And  they  develop  a  system  that's  just  right 
for  their  country."  These  distributors  also  make 
it  possible  for  Aeromix,  a  company  with 
barely  two  dozen  employees,  to 
have  sales  in  more  than  two 
/    dozen  countries. 

While  big  companies  have 
roamed  the  world  for  decades, 
smaller  companies  have  often  felt 
^^HFflH   they  lacked  the  critical  resources. 
BfflAl   But  says,  "Advances 

telecommunications  have  made  it 
^^^^      easy  to  keep  in  touch  with  foreign 
markets  without  expensive  overseas  staffs 
or  offices.  You  can  not  only  call  customers  and 
distributors  cheaply,  you  can  follow  up  with  faxes 
of  details,  and  plans  and  specifications,  and  you 
can  ship  products  via  overnight  courier." 

The  New  Sources  of 
( lontinuity 

( ^  ontinuity  is  another  area  where  the  choices 
facing  small  businesses  have  expanded.  Once 
i  questions  of  succession  and  continuity  came 
down  to  whether  the  owners  would  sell  out,  trans- 
fer the  business  to  their  children,  or  just  close  up 
and  move  to  Florida.  Now  there's  much  more  to  it. 

Consultant  James  Sullivan  says.  "Most  people 
who  are  running  a  business  know  that  at  some 
point  in  time  they  have  to  look  for  an  exit  strategy. 
And  to  make  it  work  optimally,  you've  got  to  start 
many  years  before  you  execute  it." 

"What's  simplest,"  says  Jim  Pierpont  of  Dain 
Bosworth,  "is  to  go  find  somebody  to  sell  the 
business  to."  He  notes  that  "financial  acquisitions 
are  much  less  common  today  than  operating 
acquisitions,"  which  means  the  likeliest  buyers 
"are  either  a  competitor  or  one  of  your  customers." 

There's  no  shortage  of  business  brokers,  rang- 
ing from  one-man-bands  to  the  likes  of  Merrill 
Lynch.  Merrill  Lynch  Business  Financial  Services 
has  worked  closely  with  many  small  businesses  in 
arranging  their  sale  of  recapitalization. 

Some  people  think  selling  shares  to  the  public 


is  a  good  way  for  owners  to  cash  out  and  ensu 
perpetuation  of  the  company,  but  Dain  Bosw 
Pierpont  says  a  public  offering  "generally  on 
solves  part  of  the  problem.  If  you  take  it  publi 
you're  leaving,  you  better  have  someone  ber 
you  to  run  the  business  because  you're  incut 
some  seller  liabilities."  According  to  Pierpon 
"The  public  market  is  a  fund  raising  market, 
an  ownership  change  mechanism.  I  don't  ad 
my  clients  who  are  70  years  old  and  interest* 
selling  to  take  it  public.  Rather,  I  advise  selli 
the  company  as  a  whole  to  somebody." 

When  there  are  several  owners  who  don'l 
want  to  sell,  there  are  now  many  ways  to  soh 
problem.  One  of  these  is  a  leveraged  recapit 
tion,  in  which  some  existing  shareholders'  si 
are  exchanged  for  either  cash  or  a  different  1 
of  security.  The  existing  shareholders  essenj 
sell  the  company  to  a  new  set  of  shareholder 
which  includes  those  of  the  original  shareho 
who  still  want  a  take  in  the  company.  The  tr< 
action  is  typically  completed  through  the  sal 
senior  or  subordinated  debt  or  the  issuance 
preferrred  stock.  By  structuring  it  as  a  none 
offer,  it  limits  the  amount  that  has  to  be  bon 
to  finance  the  purchase. 

ESOPs  —  employee  stock  ownership  pla 
are  another  alternative  to  selling  the  compai 
"ESOPs  are  an  attractive  alternative  for  sma 
medium-sized  businesses,"  Sullivan  says,  bt 
adds,  "If  you  want  an  ESOP,  you  want  to  ma 
sure  you  have  a  strong  management  team  tc 
the  company  so  you  don't  have  to  make  goo 
your  guarantee  to  the  bank  thai  has  provide 
financing  for  the  ESOP." 

In  questions  of  continuity,  as  in  every  oti 
aspect  of  small  business,  Joel  Barr  of  Spice  P 
says,  "A  growing  number  of  the  resources  a 
alternatives  once  available  only  to  big  compj 
are  now  at  the  disposal  of  small  companies.'! 

Because  of  these  the  changes,  small  busiifl 
are  tough  competitors  on  more  and  more  fr^ 
And  there's  one  place  where  big  business  gi 
no  competition  —  the  satisfaction  of  running 
own  show.  Says  Barr,  "At  the  end  of  the  day! 
awfully  nice  to  be  able  to  see  the  results  of  jQ 
own  efforts."  ■ 

Text  by  David  Glick,  a  New  York-based  write'A 


It  won't  always  be  a  new  copier. 
But  with  our  single  cartridge  system 
it'll  always  work  like  one. 


time  you  replace  the  cartridge  in  a  Canon  PC®  300  series 
rsonal  copier,  it's  like  getting  a  brand  new  machine, 
cause  when  you've  slipped  in  our  exclusive  PC 
irtridge,  you've  not  only  replaced  the  toner, 
id  maintained  your  copier,  you've  also  replaced 
'  all  of  the  moving  parts, 
id  all  it  takes  is  a  few  seconds, 
th  personal  copiers  as  reliable  as  the  PC  300 
i's  no  wonder  Canon  Personal  Copiers  have 
l  number  one  best  seller  for  10  years. 


and 


And  now  Canon,  along  with  AT&T 
American  Express  is  making  a  very 
special  offer.  When  you  pur- 
chase a  Canon  PC  300  series 
personal  copier  between  June  1  and  August  31,  1993, 
we  will  send  you  your  choice  of  a  $25  American 
Express®  Gift  Cheque  or  a  $25  AT&T  Long  Distance 
Certificate. 

For  more  information  on  personal  copiers  that 
keep  working  like  new,  call  Canon  at  1-800-4321-HOP. 


Cation 


ISA,  Inc  Home  Office  Producls  Oiv 


I,  One  Canon  Ptaza.  Lake  Success.  NY  1 1042  Canon  and  PC  Copier  are  tegislered  trademarks  ol  Canon.  I 


The  first  U.S.  college  economics 
textbook  published  for  the 
emerging  free  market 


system  of  the  new  Russia. 


The  first  computer  software 
for  attorneys  and  accountants 
that  calculates  and  prepares 
Federal  Estate  Tax  Returns. 


Shepard's  Federal  Estate  Tax  Software 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  satellite-delivered 
price  and  news  system 


tailored  to  the  $100-billion 


natural  gas  industry. 


iturai  Gas  Alert 
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The  first  worldwide 


securities  identification  system 
on  CD-ROM  laser  disk. 
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The  first  index  to  provide 
a  performance  benchmark 


for  mid-capitalization  stocks. 


File    Edit    Browse    Search      Find  Location 

The  first  encyclopedia  of 


mammalian  biology  with 
text,  still  images,  sound 
and  full-motion  video. 
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At  McGraw-Hill,  being  first 
is  almost  second  nature. 


KB 

The  first  multimedia  learning 

system  integrated  with  a 

public  television  series  for  the 

study  of  Spanish. 
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The  first  real-time  Japanese 
bond  and  money  market 
analysis  for  financial 
Drofessionals  worldwide. 


The  first  major  U.S.  business 


news  magazine  published  in  Russian. 


Business  Week/Russian  Language  Edition 


The  first  on-line  database 
devoted  exclusively  to 
the  aviation  and  aerospace 
industry  worldwide. 

mm  .      t  m 


Aviation/ Aerospace  Online 


Iri'Orint  through  books,  magazines  and  newsletters  •  On-line 
Over  electronic  networks  •  Over  the  air  by  television,  satellite  and  FM 
Sideband  •  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually — to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 


McGraw-Hil 
s  almost  sec 
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ENTREPRENEURS  I 


JOHN  CLEESE'S 

FLYING  BUSINESS  CIRCUS 


He's  a  one-man  conglomerate  and  playing  it  straight — sort  of 


As  John  Mar  wood  Cleese's  gangly 
6- foot,  5-inch  frame  strides  into 
view,  a  booming  voice  says  hello, 
and  you  immediately  notice  those  eyes, 
those  lips.  What  there  is  of  them,  any- 
way. He  doesn't  really  have  lips  to  speak 
of— just  two  thin,  pink  lines— and  his 
eyes  are  like  big  sunken  golf  balls.  Sup- 
pressing a  laugh,  it  occurs  to  you  there 
isn't  a  man  alive  who  has  done  better  at 
turning  his  awkward 
physical  traits  into  as- 
sets. For  three  decades, 
Cleese's  brand  of  sharp- 
edged,  physical  humor 
has  made  millions  of 
people  hold  their  sides 
with  laughter.  His  zany 
sketches  from  Monty 
Python's  Flying  Circus, 
his  manic  hotelier  Basil 
in  the  Fawlty  Towers  se- 
ries, and  his  vulnerable 
barrister,  Archie  Leach, 
in  the  Academy  Award- 
winning  film  A  Fish 
Called  Wanda,  are  all 
cult  classics. 

So  what  does  the  53- 
year-old  Cleese,  a  multi- 
millionaire who  is  not 
content  with  the  role  of 
comedian,  do  for  an  en- 
core in  the  1990s?  He 
talks  about  business, 
writes  about  business, 
and  even  makes  films 
about  business.  Many 
disappointed  fans,  in 
fact,  regret  that  Cleese  these  days  is 
all  business. 

He  manages  a  kind  of  John  Cleese 
Ltd.,  a  loose  miniconglomerate  consisting 
of  himself  and  a  cast  of  talented  friends, 
ex-wives,  and  even  his  psychoanalyst, 
all  of  whom  pop  in  and  out  of  his  vari- 
ous projects.  He  writes  scripts,  produces 
feature-length  films,  lectures  to  corpo- 
rate executives,  makes  business-train- 
ing films,  writes  books  on  psychology, 
and  sells  everything  from  tonic  water 
to  household  appliances  in  TV  ads.  He's  a 
sort  of  renaissance-man-for-rent,  host- 
ing his  salon  from  the  splendor  of  two 
huge,  interconnected  mansions  that 


serve  as  home  and  office,  in  London's 
leafy  Holland  Park  neighborhood. 

It's  a  rare  sunny  day  in  London,  and 
Cleese,  relaxed  in  jeans  and  short 
sleeves,  says  he's  finished  with  acting- 
except  in  his  own  films:  "It's  dreadfully 
boring.  I  don't  want  to  lie  in  bed  mem- 
orizing lines  anymore."  He  also  doesn't 
want  to  do  silly  Pythonesque  comedy 
any  longer  and  says  he  has  little  pa- 


tience with  fans  who  pester  him  to  reen- 
act  the  Minister  of  Silly  Walks  skit. 

Yet  the  serious  side  of  Cleese  doesn't 
seem  to  get  much  respect,  especially  in 
his  home  country.  He  has  co-authored 
two  psychological  self-improvement 
books.  His  latest.  Life  and  Hoiv  to  Sur- 
vive It,  which  examines  the  traits  of 
healthy  families  and  organizations 
around  the  world,  has  just  been  pub- 
lished to  scant  critical  acclaim.  The  jibes 
in  the  Sunday  papers  have  stung  the 
comedian,  who  was  used  to  a  near-fawn- 
ing press  following.  Some  reporters  used 
the  book  as  a  platform  to  belittle 
Cleese's  abiding  interest  in  psychology, 


having  fun  with  the  fact  that  the  m 
analyzed  and  twice-divorced  Clees 
now  married  to  an  American  psycho 
lyst.  But  to  Cleese,  the  book's  recep 
is  symptomatic  of  the  narrow-mini 
ness  of  the  British  press.  "The; 
turned  nasty  because  I'm  trying  di: 
ent  things,"  he  complains. 

Cleese  refuses  to  let  the  press  or 
one  else  define  him.  He  dabbles  in  ] 
tics  by  contributing  to  Charter  8 
group  that  rallies  for  constitute 
change  in  Britain  through  lobbying  f 
freedom-of-information  law  and  refon 
the  House  of  Lords.  He  has  develc 
an  interest  in  Buddhism.  And  he 
not  completely  forsaken  Hollywood, 
still  appears  in  films  produced  or  dii 
ed  by  Monty  Python  colleagues,  and 
now  immersed  in  writing  the  script 
the  sequel  to  Wanda,  due  to  start  i 
ing  next  year.  Cleese  says  current  p 
call  for  the  major  c 
acter  to  be  based  lo 
ly  on  several  v 
known  business  ; 
sonalities.  Who  spe 
cally?  He  won't  say, 
he  intently  quizzes  i 
porter  on  media  mi 
Rupert  Murdoch. 
fast  buck.  Cleese 
plays  a  major  roI< 
the  company  he  c 
owned,  Video  Arts  I 
one  of  the  largest 
ducers  of  business-ti 
ing  films.  He  and  tl 
other  friends  stai 
the  company  in  1 
For  Cleese,  it  seei 
like  an  easy  way 
make  some  extra  po 
change— the  Pyt) 
were  struggling 
make  ends  meet- 
even  then  he  was  ir 
ested  in  using  com 
to  do  more  than  ir, 
people  laugh.  J 
years  later,  they 
Video  Arts  for  S66  million. 

Now  under  contract  as  a  publii 
writer,  and  actor  for  Video  Arts,  CI 
says  he  relishes  the  work  becaus 
gives  him  a  chance  to  do  "something 
rious  and  worthwhile  for  a  change. 
S20  million-a-year  business,  Video  i 
has  a  library  of  125  instructional-cum 
mor  films  that  have  been  sold  in  20 
guages  to  more  than  100,000  orgai 
tions,   including  Lloyd's  of  Lone 
General  Motors,  British  Airways, 
NASA.  Among  the  subjects  are  s 
techniques,  how  to  hold  meetings, 
tomer  relations,  and  team-building. 
Co-owner  Tina  Tietjen  says  the  I 
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hese  well-known  mutual  funds 
Have  3  Things  In  Common. 


Founders 


Dreyfus 


1  *^ 

Neuberger  i— 

&BERMAN 


L1 


NO  LOADS 


2.' 


NO  FEES. 


3. 


THE  SAME 
PHONE  NUMBER. 


Charles  Schwab 

1-800-442-5111 


JANUS         NEUBERGER  STEINROE 

INVESCO     &  BERMAN  FOUNDERS 

SCHWAB      DREYFUS  CAPPIELLO- 

BERGER  RUSHMORE 


Now,  thanks  to  Charles 
hwab,  you  can  buy  no-load 
utual  funds  from  well-known 
nd  companies  with  a  single 
tone  call.  It's  that  easy.  One 
11  to  Schwab  and  you  can 
oose  from  over  90  no-load 
atual  funds  with  proven  track 
:ords. 

And,  you  can  pick  from  a 


wide  variety  of  top-performing 
funds  without  paying  any  loads, 
transaction  fees  or  commissions. 

What's  more,  with  Schwab, 
you  can  take  advantage  of  our 
convenient,  24-hour  access  to 
mutual  fund  specialists.  Plus,  no 
matter  how  many  different  funds 
you  own,  you'll  receive  a  single, 
easy-to-understand  statement. 


To  find  out  more  about  how 
to  buy  mutual  funds  at  Charles 
Schwab,  stop  by  your  local  office 
or  call  the  only  number  you  now 
need  to  know: 

1-800-442-5111  ext.  451. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

wab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds  Shares  purchased  without  such  fees  may 
ays  be  sold  without  transaction  fees  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  m  a  12-month  period,  you  will  be  charged  fees  on  your  future 
ual  fund  trades.  A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less.  Charles  Schwab  &  Co ,  Inc.  ©  1993  Member  S1PC/NYSE 
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Dmput- 


YouVe  waited  a  long  time  for  UNIX™  comp 
ing  to  live  up  to  its  potential.  But  the  wait  is 
over.  Digital's  DEC  OSF/1  ™  operating  system 
is  available  now  You  told  us  you  were  look 
ing  for  a  more  powerful  UNIX  system,  one 
that  would  unify  different  versions  and  allow 
you  the  flexibility  and  commercial  function 
ality  to  use  the  different  UNIX  applications 
you  need  to  run  your  business  better.  So  the 

people  at  Digital  created  a  UNIX  syste 
without  compromise.  In  fact,  DEC  OSF/1  is  s 

open  and  unified,  it  supports  all  standard 
UNIX  interfaces  and  it  can  run  applications 
designed  for  the  most  popular  versions  of 
the  UNIX  operating  system.  DEC  OSF/1  is 
available  on  the  entire  family  of  Alpha  AXP™ 
systems,  the  worlds  fdstest  workstations  and 
ost  powerful  servers.  They'll  run  your  solu- 
tions with  the  best  price/performance  in  the 
Industry,  giving  you  superior  productivity 
__and  saving  you  money.  DEC  OSF/1.  A  new 
era  in  UNIX  computing  and  what  it  can  do 
for  you.  That's  what  imagination  is  all  about. 
To  find  out  more  about  how  Digital's  unified 
approach  to  UNIX  can  help  your  business, 
call  1-800-DIGITAL,  press  "2"  and  ask  for 
extension  77G.  Or  to  get  information  by  FAX, 
call  1-800-842-7027  in  the  U.S.  or  Canada. 
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just  bought 
copies  of 
igs,  Bloody 
igs,  starring 
as  a  harried 
try  exec  who, 
reading  office 
ents   in  bed 
night,  tells  his 
wife  that  he 
home  work  be- 
le  spends  all  of 
^s  in  meetings, 
wasn't  for  the 
I  got  at  meet- 
d  never  be  able 

■k  this  late,"  says  the  character. 
Im  tutors  managers  on  running 
ffective  meetings  through  a  series 
im  sequences  after  the  workahol- 
switches  off  the  light, 
se  has  a  lifelong  interest  in  teach- 
fore  he  studied  law  at  Cambridge 
sity  in  the  early  1960s,  he  spent 
;ars  teaching  biology  at  St.  Pe- 
reparatory  School,  the  same  pri- 
:hool  he  attended  as  a  boy  in  qui- 
y  Weston-super-Mare  in  south- 
n  England.  His  upbringing,  as  the 
>n  of  elderly  parents  who  moved 
js  in  24  years,  produced  grist  for 


his  Python  mill,  as  did  his  formative 
years  as  a  member  of  the  buttoned-down 
British  middle  class. 
egotists.  All  of  the  films,  scripts,  and 
books  draw  on  his  experiences  as  both  a 
manager  and  an  employee— especially 
his  work  with  bumbling  executives  at 
BBC-TV  and  later  producing  Wanda  for 
Metro-Goldwyn-Mayer  Inc.  While  he 


never  has  been  a  company  man  and  pro- 
fesses to  have  no  finan- 
cial acumen,  Cleese  has 
gained  rare  insights  into 
the  corporate  world.  He 
admires  Americans  but 
thinks  the  main  problem 
with  U.  S.  managers  is 
their  egos.  Too  many  man- 
agers are  hampered  by 
"their  self-importance  and 
insecurity  over  whether 
their  staff  is  going  to  re- 
spect them  if  they  don't 
have  all  the  answers,"  says 
Cleese.  'Americans  think 
being  decisive  is  important. 
Pretending  you're  decisive  is  idiotic." 

Cleese  isn't  ready  to  become  a  man- 
agement guru,  though  he  has  lectured  at 
the  Harvard  business  school  on  encour- 
aging creativity.  And  he  still  champions 
the  use  of  humor  in  the  office.  "Some 
people  are  afraid  of  humor,"  he  says. 
"They're  afraid  that  if  any  is  allowed, 
their  pomposity  will  be  deflated." 

For  the  person  the  British  press  calls 
the  funniest  man  in  the  world,  John 
Cleese  can  be  very  serious.  Rupert  Mur- 
doch, consider  yourself  warned. 

By  Paula  Dwyer  in  London 


Managing  Intellect 
to  Maximize  Profit 


he  closest  approximation  we  have  to  a  textbook  on 
the  emerging  economy." 
— Fortune 

ne  of  the  most  important  business  books  in  years...." 
— Inc.  Magazine 

;stined  to  become  one  of  the  def  initive  insights  into 
modern  business  and  economic  strategy." 
— D.  Bruce  Merrifield,  Wharton  School 
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powerful  concepts  for  designing  effective 
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"Quinn  gives  you  a  running  start 
toward  figuring  out  how  to  manage 
'intellect'  —  the  basis  for  virtually  all 

of  tomorrow's  added  value." 
— From  the  Foreword  by  Tom  Peters 
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airs 


DISCRIMINATION  I 


IN  ANY  LANGUAGE, 
IT'S  UNFAIR 


More  immigrants  are  bringing  bias  charges  against  employers 


Something  about  the  phone  calls 
didn't  sit  right  with  Hollis  Nurse. 
Last  July  8,  the  Trinidad-born 
American  twice  called  Malaga  Bank  in 
Palos  Verde  Estates,  Calif.,  to  inquire 
about  some  advertised  teller  positions, 
only  to  be  told  each  time  that  they  had 
been  filled.  The  odd  part  was  this:  That 
same  day,  Nurse's  friend  Kim  Whitney 
made  two  similar  inquiries— and.  Nurse 
says,  was  told  the  slots  were  still  open. 

Then  it  hit  them.  Nurse  speaks  flaw- 
less English,  but  with  an  accent  that 
they  suspected  could  have  been  the  dif- 
ference. On  Apr.  30,  Nurse  filed  a  com- 
plaint with  the  Equal  Employment  Op- 
portunity Commission  alleging  that  the 
bank  discriminated  on  the  basis  of  na- 
tional origin.  "It's  unfair  to  judge  a  per- 
son just  by  the  way  he  sounds,"  he 
charges.  Malaga  spokesman  Angel 
Gomez  denies  the  bank  discriminates 
and  notes  that  it  has  many  foreign-born 
employees,  including  some  top  managers. 
"ENGLISH  ONLY."  However  the  case 
turns  out,  Nurse  and  Malaga  have  plen- 
ty of  company.  As  the  recent  wave  of 
immigrants  from  Asia,  Latin  America, 
and  the  Caribbean  enters  the  labor 
force,  the  new  workers  are  complaining 
that  they  face  a  rising  tide  of  employer 
discrimination.  Some  companies  are 
adopting  "English-only"  rules  barring 
foreign  languages  on  the  job  and  during 
breaks— a  burdensome  requirement  for 
immigrants  who  are  more  comfortable 
speaking  their  native  tongues.  Immi- 
grants also  charge  that  some  employ- 
ers are  engaging  in  more  subtle  tactics, 
such  as  failing  to  promote  or  hire  those 
with  foreign  accents. 

The  result  has  been  a  sharp  jump  in 
national-origin  charges  at  the  EEOC.  Last 
year,  14,394  complaints  were  filed,  up 
30%  from  the  11,114  in  1989.  "There's  a 
backlash  against  immigrants,  combined 
with  the- recession,  that  is  expressed 
not  in  out-and-out  racism  but  in  lan- 
guage discrimination,"  says  lawyer  Ed- 
ward M.  Chen  of  the  American  Civil 
Liberties  Union  in  San  Francisco. 

And  the  flood  of  litigation  may  grow. 
The  easing  in  1965  of  limits  on  Asian 
and  Latin  American  immigration  has 
caused  an  influx  of  non-European  new- 


comers unrivaled  since  the  turn  of  the 
century.  From  1981  to  1990,  Asians  made 
up  37%  of  all  immigrants,  compared  with 
6%  in  the  '50s,  and  Latin  American  and 
Caribbean  natives  were  47%  of  the  total, 
compared  with  25%  three  decades  ago. 

While  immigrants  have  long  faced  dis- 
crimination, they're  just  now  beginning 
to  tap  a  powerful  weapon:  federal  anti- 


glish  wasn't  good  enough  to  calm  c 
irate  customers  who  were  denied  c 
it— a  requirement  for  the  job  he  soi 

Increasingly,  employers  have  beer 
tling  cases.  Without  admitting  liab 
Eiki  International  Inc.  in  Laguna  Ni 
Calif.,  last  December  agreed  to 
$12,000  in  lost  wages  and  an  undiscl 
amount  of  damages  to  salesman  R; 
hai  Patel.  He  claimed  the  audiovi 
sales  company  fired  him  because  o 
Indian  accent.  Earlier  this  year,  Por 
Valley  Hospital  in  Pomona,  Calif., 
an  undisclosed  amount,  without  ac 
ting  fault,  to  Adelaida  Dimaranan,  i 
ipino  nurse  who  had  challenged  the 
pital's  blanket  English-only  p< 
because  it  discriminated  against  1 
gual  workers. 

Such  successes  are  leading  to  i 
suits  (table).  Five  Filipino  seci 


■i  -  ft. 

^  Up 


bias  laws.  The  1964  Civil  Rights  Act 
protects  workers  from  discrimination  on 
the  basis  of  "physical,  cultural,  or  lin- 
guistic characteristics"  traced  to  a  moth- 
er country.  Until  recently,  few  cases 
were  filed,  and  employers  won  many  of 
them.  They  argued  successfully  that  to 
run  a  business,  managers  need  to  base 
hiring  decisions  on  such  factors  as  lan- 
guage skills. 

BLANKET  POLICY.  In  the  past  two  years, 
plaintiffs  have  had  more  success  in 
court.  The  Washington  State  Supreme 
Court  in  January  upheld  a  $389,000 
judgment  against  Seattle-based  Peoples 
National  Hank  ot  Washington.  The  trial 
court  found  that  the  bank  had  illegally 
denied  Cambodian-American  Phanna  K. 
Xieng  promotions  because  of  his  accent. 
Peoples'  attorney,  James  R.  Dickens, 
says  the  bank  felt  Xieng's  accented  En- 


guards,  for  example,  are  suing  the 
government  and  their  employer, 
American  Mutual  Protective  Bur 
The  guards,  who  were  assigned  to 
tect  the  Treasury  building  in  San  I 
cisco  last  year,  say  they  were  rem 
from  the  job  because  a  Treasury 
cial  said  he  couldn't  understand 
accents.  "I  didn't  believe  it,  becai 
don't  have  a  problem  speaking  Eng 
says  Perfecto  N.  Estrada,  who  had 
promoted  many  times  before  by  Ai 
can  Mutual.  AMPB  says  it  just  folk 
the  government's  orders.  San  Fran 
U.  S.  Attorney  John  A.  Mendez  say: 
U.  S.  is  not  responsible  for  the  actio 
AMPB,  an  independent  contractor. 

Outside  the  courtroom,  some  ex) 
believe  that  employers  who  aren't 
pitable  to  foreign-sounding  or  -loc 
workers  may  pay  a  high  price  in 
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DOUBLE 

Take  a  break  on  taxes  and  fees. 

TAKE 


Twentieth  Century 
tax-exempt  funds  Kelp 
increase  your  yields 
with  new  low  fees. 

Here's  a  double  benefit  for  tax- conscious  investors:  funds 
that  help  you  reduce  your  federal  income  taxes,  and  let  you  take 
advantage  of  low  fees.  For  1993,  the  fund  manager  waived  the  entire 
management  fee  on  the  new  Tax-Exempt  Short  Term  bond  fund. 
So  you  pay  nothing  —  no  management  fee,  no  sales  loads  —  while 
you  earn  competitive  yields  in  a  fund  that  invests  in  shorter-term, 
tax-exempt  securities. 

The  manager  also  lowered  the  all-inclusive  management  fees 
on  Twentieth  Century's  Tax-Exempt  Intermediate  Term  and 
Tax-Exempt  Long  Term  bond  funds  to  just  .60%.*  Lower  fees  and 
no  sales  loads  help  you  take  advantage  of  a  higher  current  yield. 

For  more  complete  information  about  Twentieth 
Century,  including  charges,  expenses  and  minimums, 
call  or  write  for  a  free  copy  of  Your  Guide  to  Earning 
Tax-Exempt  Income  and  a  prospectus.  Please  read 
the  prospectus  carefully  before  investing. 


Call  today: 

1-800-345-2021 

Ask  for  extension  5390 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

Through  July  31, 1993,  and  thereafter,  if  approved  by  shareholders.  Call  for  details,  or  see  page 
34  of  the  prospectus.  ■  Investment  income  may  be  subject  to  state  and  local  taxes  and  the  fed- 
eral alternative  minimum  tax.  Capital  gains,  if  any,  are  not  exempt  from  federal  income  tax. 


BSW/5390/F! 


Tax-Exempt  Short  Term:  no  fee  until  1994. 


Nobody  Helps  You 
Open  More  Doors  In 
The  Global  Village 
Than  AT&T 


|j>  Maybe  we  just  know  more  addresses.  Because  nobody  has  more  ways  to  take 
your  business  to  and  from  more  countries  than  AT&T.  And  we  do  it  cost  effectively. 
|j>  Our  FAX  Family  Services  offers  the  lowest  rates  for  brief  international  faxes.  Recognized 
by  the  American  Facsimile  Association  as  the  "Best  Affordable  Fax  Transmission  Offering 
of  the  Year."  |y>  Only  AT&T  Favorite  Nation  Options "  automatically  saves  you  24  hours  a  day,  on 

all  calls  and  faxes  to  the  two  countries  you  spend  the  most  on  each  month.  |j>  And  if 
you  bill  over  $200  a  month  internationally,  our  Global  Contacts  "  Program  includes  significant 
discounts  on  international  airfare,  hotels,  car  rentals,  office  supplies  and  shipping. 
^  We  even  offer  Language  Line*'  Services.  Over-the-phone  interpretation  from  English  to 

over  140  languages.  Just  to  ensure  that  as  those  doors  swing  open  in  the  global  village, 
you'll  know  exactly  what  to  say.  jj*  Call  us  for  details  at  1  800  222-0900,  ext.  WS4. 

AT&T.  Far  and  Away.  The  Best  in  the  Business  . 


AT&T 


•Pending  tariff  lilinR  and  effeciivene^  Scheduled  to  be  effective  June  28,  199*  ©19lMAT&T 


(ci  1993  J  P  Morgan  &  Co  Incorporated 


You've  heard  of  all 


the  legendary  fortunes 


that  began  in  a  garage. 


But  where  did  they 


go  from  there? 


It  started  as  just  an  idea.  Which  grew  into  something  bigger.  And  something  bigger 
still.  And  before  long,  it  grew  into  a  good-sized  company.  The  kind  we've  been 
helping  entrepreneurs  build,  manage  and  sell  for  over  150  years.  How?  By  offering  private 
banking  clients  everything  from  Generational  Planning  to  employee  retirement  plan 
services  with  the  same  level  of  attention  that  serves  the  world's  largest  corporations. 
Not  to  mention  the  same  analysts  and  financial  strategists  that  serve  the  world's  largest 
corporations.  In  hopes  that  one  day,  we'll  be  serving  another  of  the  world's  largest  cor- 
porations. If  you  have  assets  of  $5  million  or  own  a  substantial  company,  call  Richard 
B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at 
(415)  954-3200,  J.P  Morgan  California. 


Private  Banking  JPMOrgail 


New  York.  Wilmington.  Del  ,  Palm  Beach,  Los  Angeles.  San  Francisco  Brussels.  Frankfurt,  London,  Madrid,  Milan,  Nassau.  Paris,  Geneva.  Zurich,  Hong  Kong,  Singapore,  Tokyo 


3velopments  to  Watc 


)  BY  EMILY  T.  SMITH 


ER  SYNTHETIC  DRUGS, 
TER  OUT  OF  THE  LAB 


Drugmakers  strive 
to  produce  drugs 
without  side  effects. 
That  can  be  difficult, 
because  some  drugs  are 
synthesized  with  two 
different  versions  of 
the  same  molecule.  One 
version  may  be  safe, 
while  its  mirror  image 
can  cause  side  effects. 
Drugmakers  are  already 
taking  out  the  damag- 
ing one  in  about  525 
drugs.  But  the  process 
ut  yields  as  well  as  raise  costs. 

lis  A.  Carpino,  a  chemist  at  the  University  of  Massachu- 
Amherst,  has  figured  out  how  to  make  purification  more 
§kt.  He  has  developed  a  catalyst  that  can  produce  syn- 
chemicals  up  to  50%  purer  than  those  made  by  other 
sses.  The  new  catalyst,  a  peptide  made  of  amino  acids,  is 
up  to  32  times  as  fast  as  other  agents  now  in  use. 
ore  Corp.  in  New  Bedford,  Mass.,  has  licensed  the  cata- 
ind  plans  to  have  it  ready  for  market  later  this  year, 
irch  Marketing  Corp.  expects  annual  sales  of  the  chemi- 
Iditive  to  top  $10  million  by  1998. 


i  COMEBACK, 
I  BEAN 


;  lupin  bean,  grown  in  the  South  in  the  1950s  for  animal 
sed,  was  eventually  displaced  by  higher-yielding  soy- 
i.  It's  making  a  comeback,  however.  Voyager  Trading  Co. 
>een  selling  a  lupin-based  food  called  Lupini  Pasta  for 
years.  And  the  company  just  started  selling  the  pasta  in 
n,  where  it  expects  to  unload  more  than  a  million  pounds 
ear.  Meantime,  farmers  in  the  South  are  again  eyeing  the 
is  a  potential  animal  feed. 

y  the  renewed  interest?  New  varieties  of  higher-yielding, 
er-tasting  beans  for  starters.  Also,  lupin  has  more  pro- 
han  soybeans  and  more  than  twice  the  calcium  of  most 
iiry  foods.  So  when  lupin  flour  is  combined  with  regular 
the  resulting  protein  is  more  complete  than  in  flour 
The  bean  fixes  nitrogen  in  the  soil,  so  farmers  don't 
is  much  chemical  fertilizer.  And  it  grows  in  cool  climates 
poor  soils.  Given  those  advantages,  rising  interest  in 
fewer  chemicals  in  agriculture,  and  demand  for  more 
substitutes,  the  "economics  are  coming  back  to  favor 
'  says  Richard  C.  Sampson,  Voyager's  president. 


I  THE  COLD  WAR  LABS 

P  THE  HOME  FIRES  BURNING? 


ie  of  Washington's  toughest  R&D  calls  is  what  to  do  with 
he  federal  weapons  laboratories.  The  three  major  nucle- 
nb  labs — Sandia,  Lawrence  Livermore,  and  Los  Alamos 
lal  Laboratories — consume  more  than  $3.5  billion  a  year 
ding  and  employ  thousands  of  scientists  and  engineers, 
tfeh  the  end  of  the  cold  war,  the  U.  S.  needs  fewer  new 
i.  Should  Uncle  Sam  dramatically  shrink  the  labs?  Or 


should  the  labs  take  on  new  tasks,  such  as  boosting  the 
competitiveness  of  U.  S.  industry  (BW — June  7)? 

Now,  the  Congressional  Office  of  Technology  Assessment 
has  weighed  in  with  a  long-awaited  report.  The  bottom  line: 
The  labs  must  undergo  substantial  changes  to  survive.  At  the 
moment,  the  labs  are  trying  to  justify  continuing  their  tradi- 
tional weapons  programs  by  spinning  off  technology  to  compa- 
nies. That  won't  save  them.  "R&D  partnerships  with  indus- 
try ..  .  are  not  likely  to  prove  a  satisfactory  central  mission," 
the  report  concludes.  Instead,  the  labs  must  find  new  missions. 
Possibilities  include  developing  clean  cars  or  high-speed  trains. 
But  the  labs,  says  an  OTA  analyst,  should  compete  for  funding 
with  other  agencies,  universities,  and  companies. 


GETTING  THE  LEAD  OUT 
OF  CRYSTAL  GLASSWARE 


akers  of  leaded  crystal  were  shattered  two  years  ago 
lafter  U.  S.  researchers  found  that  tiny  amounts  of  lead 
migrated  from  crystal  into  wine  and  other  beverages  in  as 
little  as  20  minutes.  Makers  of  the  costly  and  beautiful  glass 
insisted  crystal  was  safe,  but  they  vowed  to  make  it  safer  by 
cutting  lead  emissions. 

That's  easier  said  than  done.  Under  contract  to  Waterford 
Crystal  PLC,  Polymer  Research  Corp.  in  Brooklyn,  N.  Y.,  devel- 
oped a  polymer  coating  for  lining  vessels.  But  John  A.  Kenne- 
dy, a  Waterford  researcher,  says  the  lining  turns  brown  and 
develops  specks.  Reformulating  the  glass  so  lead  ions  won't 
come  out  as  easily  has  been  more  successful.  Still,  Timothy  F. 
Maher,  chairman  of  the  International  Crystal  Federation,  says 
no  one  approach  works  for  all  crystal  makers  because  produc- 
tion methods  differ  vastly.  He  says  research  is  continuing  on 
several  approaches,  and  lead  emissions  are  dropping.  That's 
good:  Based  on  preliminary  tests,  Columbia  University  toxicol- 
ogist  Joseph  Graziano  and  physician  Conrad  Blum  say  the 
body's  intake  of  lead  in  wine  may  be  enough  to  cause  concern. 


A  RAY  OF  LIGHT 

ON  THE  STROKE  SUFFERER'S  BRAIN 


ore  than  500,000 
[people  suffer 
strokes  each  year  in  the 
U.  S.  The  search  for  a 
cause  and  treatment  is 
frustrated  by  the  diffi- 
culty of  monitoring  what 
happens  inside  the  brain 
during  and  after  a 
stroke.  But  scientists 
may  have  found  a  win- 
dow into  changes  that 
occur  in  key  brain  pro- 
teins and  lipids:  a  tech- 
nique called  near-infra- 
red spectrometry.  The  presence  of  abnormal  proteins  and 
lipids  indicates  what  damage  has  occurred  and  the  extent. 
Researchers  hope  to  extend  today's  studies  in  animals  to  hu- 
mans to  screen  drugs  that  may  block  these  chemical  changes. 

For  now,  though,  Dr.  Robert  A.  Lodder  of  the  College  of 
Pharmacy  at  the  University  of  Kentucky  Medical  Center,  Lex- 
ington, is  using  a  video  camera  modified  from  military  weap- 
ons by  Cincinnati  Electronics  to  track  the  composition  of  arte- 
rial plaques  that  lead  to  strokes  in  patients.  If  these  plaques 
are  composed  of  lipids,  they  can  be  reversed  with  drugs,  which 
is  less  dangerous  and  expensive  than  surgery. 


'.TECHNOLOGY 
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The 


ONLY  NAME 
IN  OFFIC! 


JL  anasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation -that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic1  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 


call  i.S()M-S4V()()X().       4 1 1  v 


CIF-BW 


U  NEED  TO 
3UIPMENT. 


THE  PANAFAX  UF-766  PLAIN  PAPER  LASER  FAX... 
DESIGNED  TO  KEEP  YOUR  OFFICE  WORKING, 
NOT  WAITING. 

The  wait  is  over.  Panasonic  presents  a  dual  access  plain  paper  laser  fax 
that  lets  you  fax  and  go,  even  when  its  busy  sending  or  receiving. 

And  with  its  3-second  Quick  scan 
technology  and  6-second  transmission 
speed,*  you're  free  to  do  more 
important  things. 

Among  a  host  of  other  features,  you'll 
find  a  standard  50-page  upgradable 
memory/  dual  paper  cassettes  that  handle  letter  and  legal  size  paper, 
and  a  140  location  autodialer. 

The  Panafax  UF-766- finally  a  plain  paper  laser  fax  designed  to  keep 
your  office  working,  not  waiting. 


n  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 


Panasonic, 

Office  Automation^~^v^ 


•Alt  references  to  memory  capacity  and  transmission  speed  are  based  on  CCITT  Test  Chart  No.  I.  The  UF-766  uses  a  CCITT  14.4  Khps  modem. 
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SPACE  I 


IS  BUCK  ROGERS' 
SHIP  COMING  IN? 


Vertical-takeoff-and-landing  spacecraft  just  might  fly 


On  a  clear  morning  in  mid-June, 
in  a  corner  of  the  White  Sands 
Missile  Range  in  New  Mexico, 
it  will  he  hack  to  the  future  for  the 
U.  S.  space  effort.  When  the  countdown 
hits  zero,  ex-astronaut  Charles  "Pete" 
Conrad  Jr.  will  remotely  guide  a  new- 
hreed  spacecraft  on  its  maiden  blast-off. 
If  the  test  goes  well,  the  Delta  Clipper 
XI— DC-X,  for  short— will  briefly  hover 
100  feet  in  the  desert  air,  like  a  stream- 
lined Mayan  pyramid,  then  settle  back 
on  the  launchpad.  Conrad  calls  it  a 
"bunny  hop"  but  says  it  will  be  "the 
biggest  kick  I've  had"  since  his  ' 
moon  walk  24  years  ago.  This  ship,  / 
you  see,  is  like  the  ones  familiar  to 
Buck  Rogers  fans.  It  will  take  off 
vertically— and  land  that  way,  too. 

Things  may  not  go  smoothly, 
of  course.  After  all,  the  X  in  DC-X 
stands  for  experimental.  Nothing 
quite  like  it  has  ever  flown.  Yet  it 
was  cobbled  together  by  McDon- 
nell Douglas  Aerospace  (MDA)  in  18 
months,  for  just  $60  million,  from  parts 
borrowed  from  the  F-15  and  other 
planes  and  rockets.  So  it  may  not  lift  off. 
Or  it  might  land  with  a  thud,  or  worse, 
at  an  angle  and  topple  on  its  side,  a  40- 
foot-long  embarrassment.  In  that  case, 
there  will  be  no  lack  of  I-told-you-so's.  A 
top  official  at  the  Pentagon's  Ballistic- 
Missile  Defense  Organization  (formerly 
the  Strategic  Defense  Initiative  Organ- 
ization), which  funds  the  DC-x,  says  even 
insiders  have  doubts.  "People  say,  'Don't 
give  me  that  Flash  Gordon  stuff— you 
can't  land  on  your  ass.' "  And  that's  mild 


compared  with  the  deri- 
sion at  NASA,  which  flies  the 
space  shuttle. 

Even  if  the  test  goes  well,  it  will  be 
years  before  the  Delta  Clipper  challeng- 
es the  shuttle.  Suborbital  tests  of  the 
dc-x  will  last  until  yearend.  Next  would 
come  a  more  advanced  one-third-scale 
model,  the  DC-X2.  "It  would  get  to  100 
miles  high,"  says  Major  Jess  M.  Spon- 
able,  the  program  manager  at  BMDO. 
Finally,  a  full-size,  127-foot  Clipper 
would  be  built,  a  job  that  could  re- 
quire five  years  and  $2  billion.  So 
the  rocket  won't  start  commercial 
service  before  2000— and  then  only 
if  the  money  is  raised,  a  task  Spon- 
able  calls  a  "tough  sell." 
ON  THE  CHEAP.  All  those  uncer- 
tainties notwithstanding,  howev- 
er, the  dc-x  may  have  a  broader 
significance:  It  may  mark  the  next 
phase  in  U.  S.  space  exploration. 
For  three  decades,  manned  space 
flight  has  been  an  occasional  and  ex- 
pensive pursuit.  But  now,  thanks  mainly 
to  advances  in  technology,  aerospace 
companies  and  some  in  Washington 
think  they  see  a  chance  to  make  space 
travel  an  airline-type  business.  Their 
goal  is  to  stimulate  private  enterprise  in 
space,  including  even  tourism,  and  cut 
the  cost  of  lofting  spy  satellites  as  well 
as  space-based  communications  hubs. 
Boeing  Co.  is  the  latest  to  catch  the 
bug.  In  early  May,  just  a  month  after 
MDA  rolled  out  the  DC-X,  executives  from 
the  Boeing  Defense  &  Space  Group  un- 
veiled for  the  Air  Force  Space  Com- 


RATING  THE 


CURRENT  LEADERS 


FUTURE  CONTENDERS 


LAUNCHERS 

NASA 
Space  Shuttle 

ARIANESPACE 
Ariane  4 

McDonnell  dougias 

Delta  Clipper 

BOEING 

TSTO 

COST  PER  LAUNCH 

(MILLIONS  OF  DOLLARS) 

$500 

$70  TO 
$115 

$10 

$16 

MINIMUM  TIME 
BETWEEN  LAUNCHES 

4 

WEEKS 

4 

WEEKS 

1  TO 
7  DAYS 

16 
DAYS 

PAYLOAD  ( 1 ,000  kg) 

23.5 

4.9  TO  9.6 

9.1  TO  1 1.4 

14 

COST  PER  kg  PUT  INTO 
LOW  EARTH  ORBIT 

$21,277 

$10,145  TO 
$13,821 

$900  TO 
$1,100 

$1,150 

DATA  ARIANESPACE  INC  BALLISTIC  MISSILE  DEFENSE  ORGANIZATION  BOEING  CO  McOONNELL  DOUGLAS  AEROSPACE  NATIONAL  SPACE  SOCIETY 


I 


mand  and  NASA  a  rival  approac 
spaceplane  launched  from  a  super; 
jumbo  jet. 

Slashing  the  costs  of  access  to  s 
will  mean  doing  the  job  differently 
with  NASA's  four  shuttles  and  its 
of  6,000  support  personnel.  Repl; 
the  shuttle's  heat-shield  tiles,  reproj 
ming  its  computers,  and  other 
prepping  the  craft  for  flight  takes 
a  million  work-hours  over  many  w 
Result:  A  shuttle  launch  costs  $50( 
lion— critics  say  closer  to  $700  mill 
R&D  costs  were  amortized.  Giver 
shuttle's  capacity  of  54,000  pounds, 
pound  placed  in  orbit  costs  rot 
$10,000. 

By  contrast,  predicts  William  A. 
batz,  DC-X  project  director  at  Mc 
nell  Douglas,  a  Delta  Clipper  coulc 
roughly  $10  million  to  launch.  Even 
payload  tops  out  at  less  than  the  li 
for  25,000  pounds,  the  per-pound 
could  plummet  below  $1,000.  That's 
ly  because  the  Clipper's  launch-cc 
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vill  be  three  people  plus  a  pilot,  ei- 
in  board  or  at  remote  controls, 
le  ship  typically  will  fly  again  in  a 
after  no  more  than  350  work- 
of  maintenance,  thanks  to  self-di- 
ic  systems  such  as  those  used  in 
rs  but  yet  to  be  tested  in  space. 
Gaubatz:  "I'm  betting  that  we 
ly  every  24  hours— even  twice 
in  a  pinch."  This  goal  was 
ief  reason  MDA  got  the  con- 
says  Sponable. 

!D  VICTORY.  During  static  tests 
:  May,  in  fact,  the  crew  fired  up 
-x's  four  Pratt  &  Whitney  Co.  en- 
-modified  from  those  used  for 
on  General  Dynamics  Corp.'s  Cen- 
ocket.  After  routine  maintenance 
i  the  crew  reignited  the  engines 
;hat  day.  "It  was  a  first  for  any 
er,"  Gaubatz  boasts, 
why  haven't  NASA,  the  Pentagon, 

European  Space  Agency  already 
i  onto  the  Delta  Clipper  concept? 
eason  dates  to  the  1950s,  when 
3a  of  a  vertical-takeoff-and-landing 

vehicle  was  first  evaluated.  The 
m  was  that  the  engines  of  that 


oipier  astronaut 
fete!  Conrad  will 
;uide  the  DC-X's 
aidbi  flight  by 
emote  contr 


era  couldn't  achieve  the  17,500  miles  per 
hour  needed  to  sling  into  orbit  both  a 
craft  and  the  fuel  it  needed:  The  solu- 
tion was  staging,  or  using  more  than 
one  rocket  and  dropping  off  weight  as 
the  vehicle  climbed.  Even  today,  the 
shuttle  needs  a  huge  expendable  fuel 
tank  plus  strap-on  rockets  to  power  it 
into  orbit— and  has  to  glide  in  for  a 
landing. 

During  the  following  decades, 
more  powerful  rockets,  better  fu- 
els,  and  lighter  yet  stronger  ma- 
terials were  developed.  By  the  1970s, 
the  throw-it-away  approach  was  being 
rethought  typically  in  favor  of  winged 
vehicles.  But  wings  are  heavy,  and  the 
drag  they  produce  while  in  earth's  at- 
mosphere makes  engines  gulp  fuel.  NASA 
thus  opted  for  the  shuttle— a  two-stage 
system— as  an  interim  solution,  then  in 
1984  began  work  on  the  National  Aero- 
space Plane  (nasp),  a  superfast  vehicle 
that  could  loft  payloads  to  orbit  or  fly 
the  Pacific  in  two  hours.  Germany, 
meanwhile,  in  a  project  called  Sanger, 
started  work  on  a  spaceplane  to  be 
launched  from  the  back  of  a  high- 
flying motherplane. 
Britain,  France,  and 
Japan  also  cranked  up 
NASP  variations.  All  are  still 
many  years  from  flight— if 
they  survive  severe  budget 
squeezes. 

Gary  C.  Hudson,  a  con- 
sulting engineer  and  space 
entrepreneur  from  Redwood 
City,  Calif.,  was  among  the 
few  who  continued  to  push 
for  a  wingless  vehicle.  A 
platform  for  Hudson's  ideas 
appeared  in  1980,  when  sci- 
ence-fiction author  Jerry  E. 
Pournelle  formed  the  Citi- 
zens Council  on  Space  Poli- 
cy, a  space-boosters  club.  At 
the  inaugural  meeting,  Hud- 
son pitched  his  concept  to 
deaf  ears.  But  by  the  mid- 
'80s,  as  the  shuttle  failed  to 
live  up  to  NASA's  promise  of 
routine  flights  to  space,  he 
was  gaining  wary  support- 
ers. Eventually,  Hudson 
even  won  over  Maxwell  W. 
Hunter,  former  chief  engi- 
neer of  Lockheed  Corp.'s 
Thor  rocket. 

That  was  enough  for  Dan- 
iel O.  Graham,  a  retired 
U.  S.  Army  lieutenant  gen- 
eral who  is  a  council  raem- 
ber  and  director  of  High 
Frontier,  a  Washington  lob- 
bying group  that  helped  sell 
the  Reagan  White  House  on 
Star  Wars.  Graham  ar- 
ranged a  1989  meeting  with 
Vice-President  Dan  Quayle, 


at  which  Hunter  and  Pournelle  argued 
that  a  single-stage  rocket  was  doable, 
quickly  and  cheaply,  if  it  were  handed  to 
any  agency  but  NASA.  They  saw  NASA  as 
so  risk-averse  in  the  wake  of  the  1986 
Challenger  accident  that  a  vertical-land- 
ing vehicle  would  be  studied  to  death. 
MDA's  Gaubatz  agrees.  Last  January,  he 
told  space  buffs  at  a  conference  in 
Berkeley,  Calif.,  that  the  DC-X  under 
NASA  might  have  ballooned  into  a  five- 
to  eight-year,  $1  billion  project.  NASA 
declines  to  comment. 

Quayle  thought  the  space  jocks  at  the 
Strategic  Defense  Initiatives  Office 
(SDIO)  were  the  logical  alternative,  since 
it  was  increasingly  concerned  about 
launch  costs.  At  first,  SDK)  was  skeptical. 
Then  the  Air  Force,  which  also  had  been 
briefed  by  Graham,  commissioned  a 
study  by  Aerospace  Corp.,  a  civilian  con- 
sultant to  the  Pentagon.  To  the  surprise 
of  nearly  everyone,  the  Newport  Beach 
(Calif.)  think  tank  bought  the  idea— re- 
H  versing  its  own  earlier  position. 
RIGHT  STUFF.  SDIO  decided  on  a  con- 
test and  called  for  bids  in  1990. 
Boeing,  General  Dynamics,  Rockwell 
International,  and  McDonnell  Douglas 

all  concluded  that  a  vehicle  powered 
by  a  single-stage  rocket  had  become  fea- 
sible. General  Dynamics  and  MDA 
worked  on  VTOL  designs;  Rockwell  and 
Boeing  proposed  winged  vehicles.  The 
contract  went  to  MDA  in  August,  1991, 
perhaps  because  Douglas  had  classified 
information  from  Air  Force  tests  it  con- 
ducted in  the  1970s  on  technology  that 
would  let  ballistic  missiles  maneuver  as 
they  descended  on  a  target.  From  those 
tests,  insists  Gaubatz,  "we've  got  the 
data  that  proves  [vertical  landing]  can 
be  done."  He  is  so  confident,  he  adds, 
that  "I  intend  to  fly  in  this  thing."  Spon- 
able adds  that  his  bmdo  boss  has  told 
him:  "If  it  doesn't  work,  I  will  get  to 
ride  it." 

What  the  secret  tests  uncovered  was 
this:  If  a  rocket's  shape  tapers  a  certain 
way,  from  cylindrical  at  the  nose  to 
square  at  the  tail,  it  can  extend  a  flap  to 
change  direction  in  the 
atmosphere  without  the 
flap's  quickly  burning 
off  from  friction  at 
speeds  in  the  7,000- 
mph  range.  This 
geometry  causes 
the  shock  waves 
created  at  such 
high  speeds  to 
flare  out,  ex- 
plaining the 
DC-X's  pyramid 
shape.  Thus 
engineered, 
a  spaceship 
could  come  in 
nose-first,  flip 
upright,  and  land 
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tail-down.  The  DC  will  still  have  to  be 
protected  with  heat-shielding  ceramic 
tiles  like  those  on  the  shuttle.  But  be- 
cause the  DC's  nose  is  cylindrical,  there 
will  be  just  a  few  common  shapes.  The 
shuttle's  asymmetrical  design  means 
many  of  its  tiles  are  uniquely  shaped— 
and  thus  extremely  expensive. 
THIN-SKINNED.  In  another  effort  to  hold 
down  costs,  the  DC-X  program  is  reviv- 
ing the  approach  of  the  X-plane  era, 
which  former  Defense  Secretary  Rob- 
ert S.  McNamara  curtailed  for  fear  that 
it  might  produce  leapfrog  technologies 
and  upset  arms  talks  with  the  Soviet 
Union.  Like  the  X-l  thru  X-15,  planes  pi- 
loted by  such  legends  as  Chuck  Yaeger, 
the  DC-X  makes  do  with  lots  of  off-the- 
shelf  technology.  The  idea,  as  with  its 
predecessors,  is  to  push  that  technology 
to  the  breaking  point,  where  it  becomes 
clear  what  improvements  are  needed. 
So  the  I"  -\  has  an  K  15's  inert  ial  nav- 
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igation  system.  It  has  a  commercial  glo- 
bal-positioning system,  accelerometers, 
and  sensors  from  an  F-18,  and  an  on- 
board computer  system  developed  for 
airliners  by  Honeywell  Inc.  Just  about 
everything  but  the  shell  is  borrowed. 
The  skin,  built  of  composites  by  Scaled 
Composites  Inc.  in  Mojave,  Calif.,  draws 
on  the  experience  of  the  company's 


founders,  the  brothers  Burt  and 
Rutan,  who  made  aviation  histofl 
1986  with  an  ultralight  plane,  the  Vi 
er,  that  flew  nonstop  around  the  v>\ 

If  the  upcoming  bunny  hop  goes  H 
out  a  hitch,  this  patchwork  of  harde 
will  next  roar  to  several  hundred!? 
then  a  couple  thousand,  and  final 
30,000.  There,  Conrad  will  flip  it  reft 
ly,  send  it  nose-first  to  a  lower  alt* 
reverse  the  procedure,  then  ease  itl 
onto  the  launch  pad. 

It's  a  prospect  that  tickles  Gary! 
son.  "I'm  excited,  naturally,"  he  I 
but  adds:  "I'm  also  excited  by  Bon 
new  tsto"  (box).  In  fact,  he's  real 
applaud  whatever  gets  the  job  I 
"The  important  thing  is  finding  a  vB 
get  into  space  cheaply— and  soon.i 
we  do  it,"  he  adds,  "is  secondary."^ 

By  Otis  Port  in  New  York,  witfm 
Carey  and  Seth  Payne  in  Washingtom 
bureau  reports 


OUT  OF  A  MOTHERPLANE'S  BELLY— AND  INTO  ORBIT 


■  f  McDonnell  Douglas  Aerospace 
I  flops  with  the  "bunny  hop"  test  of 
fli  its  new  spaceship,  maybe  a  lift 
from  a  flying  trapeze  will  do  the  trick. 
That's  essentially  what  Boeing  Defense 
&  Space  Group  (BDSG)  has  proposed 
to  the  U.  S.  Air  Force  and  NASA. 
Dubbed  TSTO,  for  "two  stage  to  orbit," 
the  scheme  envisions  a  spaceplane  be- 
ing launched  from  the  belly  of  a  super- 
sonic carrier  the  size  of  a  747. 

"We've  designed  the  vehicles,  done 
the  technical  analyses,  and  costed  out  a 
program,"  says  Richard  Har- 
dy, general  manager  of  bdsg's 
Military  Airplanes  Div.,  "and 
TSTO  is  doable."  Hardy  won't 
discuss  how  much  it  would 
cost  to  engineer  and  build  a 
motherplane-spaceplane  com- 
bo, though  the  number  is 
many  billions.  However,  once 
that  investment  is  made,  he 
predicts  that  the  TSTO  could 
put  30,000-pound  payloads 
into  low-earth  orbit  for  $500 
to  $600  a  pound,  or  about  5% 
of  what  the  shuttle  costs. 
That  price  assumes  a  fleet  of 
three  motherships  and  four 
orbiters  making  42  launches 
a  year. 


biggest  plane.  Orbital  Sciences  Corp., 
an  11-year-old  Fairfax  (Va.)  company, 
has  developed  a  small  rocket,  called 
Pegasus,  that's  launched  from  under  a 
B-52's  wing— and  has  put  two  satellites 
into  orbit  this  year.  Most  other  dual- 
plane  proposals,  Boeing  says,  launch 
the  orbiter  from  the  back  of  the  moth- 
ership,  which  is  tricky.  NASA  ferries 
its  shuttles  on  the  back  of  a  747  be- 
tween landings  and  launchings,  and  it 
typically  takes  a  day  just  to  mate  the 
two  craft.  That's  hardly  conducive  to 


THE  BOEING  CONCEPT:  A  SPACEPLANE  LAUNCHED  FROM  AN  SST 


Using  a  big  plane  to  launch  a  space- 
ship isn't  a  new  idea.  Germany  has 
been  working  on  a  similar  concept, 
called  Sanger,  since  1987,  and  British 
Aerospace  has  studied  the  feasibility  of 
teaming  its  Hotol  spaceplane  with  a 
Russian  Antonov  An-225,  the  world's 


airline-type  operations,  where  flight 
frequency  is  an  economic  cornerstone. 

Boeing  latched  onto  a  better  way, 
Hardy  contends,  in  1985.  "One  of  our 
guys  came  up  with  the  idea  of  slinging 
the  orbiter  underneath"  and  launching 
it  with  a  trapeze-like  mechanism  at 


30,000  feet  that  drops  the  spacejjp 
down  and  away.  "Everything  camp: 
gether  after  that."  The  system  ca!§ 
built  with  technology  that  existi: 
could  be  quickly  developed— soft 
TSTO  might  fly  as  early  as  200!$ 
could  also  reap  a  payoff  from  theft 
billion  that  NASA  and  the  Defp 
Dept.  have  spent  on  the  now  whiji 
down  National  Aero-Space  IB 
(NASP)  program,  by  adapting  moft 
that  research.  Because  Boeing's  sm 
plane  wouldn't  have  to  haul  the  fJB 
needs  to  climb  the  ■ 
30,000  feet,  it  could  i| 
space  with  existing  engiB 
eliminating  the  need  foB 
breakthrough  in  power-B 
technology  that  has  stjB 
j(  ■     the  nasp. 

"driver."  The  problem* 
dy  concedes,  "is  the  reqB 
front-end  investment  in 
period  of  austerity."  BuB 
ancing  the  budget  coulB- 
even  tougher,  he  warB*- 
the  U.  S.  doesn't  deveB. 
more    competitive  sB 
launch  system.  Space  I 
important  technology  "dft?': 
for  the  whole  aerospaj 
dustry,  which  plowei 


million  into  NASP.  If  Washil 
doesn't  invest  in  a  new  approa 
space,  Hardy  fears,  his  industry! 
a  big  exporter— could  end  up  as  1 
ened  as  autos  and  steel. 

By  Otis  Port  in  New  York,  wn 
reau  reports 
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Many  of  today's  most  competitive  organizations  are  rightsizing  through  enterprise-wide  networks. 
And  only  one  company  can  help  you  achieve  true  enterprise-wide  computer  networking. 
..Banyan^Oniy  Banyan  can  create  large,  unified  networks  integrating 
mainframes,  minicomputers  and  PCs.  Networks  that  are 
incomparably  easy  to  use  and  manage.  We've- 
done  it  for  many  of  the  world's  largest, 
most  respected  organizations. 
'  ;:  We  can  do  it  for  you.  ,■ 

Call  1-800-828-2404. 
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idyear  Investment  Outloo 


Relax,  relax.  Here's 
a  steady  hand  for 
nervous  investors 


Most  investors  have  enjoyed  solid  returns  so  far  this  year, 
but  you  wouldn't  know  it  from  the  talk  on  the  Street.  The 
stock  market  crowd  worries  whether  stocks,  near  an  all- 
time  high,  are  about  to  sputter.  Bond  buyers  fear  that  their 
salad  days  may  be  wilting.  And  everybody's  worried  that 
the  message  from  gold,  which  has  shot  up  12.4%  this  year, 
is  bad  times  ahead. 

It's  0.  K.  to  be  worried.  The  U.  S.  economy  is  still  not  as 
strong  as  many  would  have  hoped  for  just  a  few  months 
ago.  Washington  is  likely  to  levy  a  stiff  tax  hike.  And  infla- 


tion has  shown  some  disturbing  si 
of  edging  higher  in  recent  months 
But  the  only  worry-free  investor 
is  a  very  short-term  U.  S.  Treas 
bill  or  an  insured  certificate  of  de] 
it— in  other  words,  a  3%  payoff.  If 
want,  or,  more  likely,  need  sometl 
more,  you  have  to  take  action 

That's  where  business  week's  I  i 
year  Investment  Outlook  comej 
your  aid.  This  Special  Report  pre 
the  tough  investment  environmen 
the  U.  S.  and  abroad,  to  find  the 
portunities  with  the  most  potential 
payoffs  in  the  second  half  of  1993 
For  starters,  you  can  worry  a  1 
less  about  the  economy.  Growth  sh 
hit  3%  in  the  coming  months  (p  pt 
124).  That's  hardly  boom  times, 
the  modest  growth  rate  should  I 
interest  rates  and  inflation  in  che 
You  may  be  sweating  over  wl 
going  on  in  Washington  (page  I 
Yes,  there  will  be  a  big  tax  hike, 
probably  not  as  big  as  was  fean > 
few  months  ago.  Health-care  ref 
will  be  less  drastic  as  well,  and,  if  all  goes  as  planned,)!" 
budget  deficit  will  decline. 

As  the  economy  gains  strength,  so  will  stocks  (}b 
126).  The  market  has  already  begun  to  anticipate  bt 
times,  bidding  up  prices  of  companies  that  need  a  stitj 
economy  to  prosper.  Much  the  same  dynamics  are  at  i 
among  the  small-cap  stocks  (page  128).  Smaller  eye 
companies  look  the  most  tempting,  and  they  offer  <;> 
more  potential  payoff  than  the  larger  ones. 

Clearly,  those  investors  who  have  already  cast  t 
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MIDYEAR  INVESTMENT 


on  a  stronger  economy  are  already  raking  it  in.  The 
performing  stock  in  the  Dow  Jones  industrial  average, 
nstance,  is  Caterpillar,  the  heavy-equipment  manu- 
irer.  Caterpillar  was  a  big  winner  in  the  portfolio  of 
<  W.  Millsap,  a  Little  Rock  money  manager,  who, 
£  with  several  other  investment  pros,  each  invested  a 
•thetical  $100,000  in  a  portfolio  back  in  December, 
story  on  page  130  checks  up  on  how  they've  fared  and 

they're  doing  for  the  re- 
der  of  the  year. 

you're  thinking  stocks, 

forget  the  foreign  mar- 
many  offer  more  com- 
lg  investments  than  the 

(page  132).  Japan's  stock 
:et,  after  declining  for 
;,  appears  to  be  reviving, 
pe  is  still  mired  in  reces- 

but  that's  often  a  good 

to  bargain-hunt. 

ther   than   search  for 

s  in  unfamiliar  territory, 

'  investors  buy  mutual 

that  specialize  in  foreign 

s.  Funds  investing  in  the 
markets  have  delivered 

7%  return  so  far  this 

Of  course,  nothing  beat 

irecious  metals  funds, 

i  invest  mainly  in  gold- 

g  stocks.  They're  up  a 

ering  55.4%  after  years 

rrendous  losses.  It  sure 

s  great,  but  that  kind  of 

mance  is  unlikely  to  last. 

inning  companies  were 
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also  the  best-performing  stock  group  in  our  review  of  the 
year's  best  (page  142)— so  far.  The  surge  in  gold,  first  in 
the  stocks  and  later  in  the  metal  itself,  has  forced  investors 
to  reconsider  this  long-overlooked  investment  (page  140). 
While  the  metal's  gains  won't  melt  away,  the  rally  probably 
does  not  have  much  running  room. 

For  fixed-income  investors,  the  second  half  is  mixed.  The 
decline  in  rates  is  over,  but  the  outlook  is  for  stable  yields 

around  current  levels  (page 

134)  .  Still,  there  are  ways  to 
boost  income.  Junk  bonds  of- 
fer high  yields,  and  better 
business  conditions  make  cred- 
it quality  less  of  a  concern. 

Many  bond  investors  have 
already  plunged  into  munici- 
pal bonds.  Muni  yields  may 
look  unappealing  at  first 
glance,  but  the  income  is  safe 
from  the  taxman's  grasp  (page 

135)  .  And  don't  forget  the  in- 
come-producing aspects  of  real 
estate.  Real  estate  investment 
trusts  (REITs)  are  booming, 
and  savvy  buyers  can  find 
many  with  alluring  payouts. 

Sure,  the  investment  cli- 
mate is  stormy.  Stocks  are 
high,  interest  rates  may  have 
hit  bottom,  and  the  pros  are 
nervous.  Still,  BUSINESS 
week's  roundup  finds  enough 
opportunities  to  calm  the  most 
jittery  worrywart. 

By  Jeffrey  M.  Laderman  in 
New  York 
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READY,  SET,  GROWTH 
—AT  LAST 


After  a  few  laps  of  foot-dragging,  GDP  gains  may  hit  3%  this  year:  Not  great,  but  not  shabby,  eith 


Still  waiting  on  the  re- 
covery? Here's  some 
advice:  Stop  moaning 
about  the  past,  and 
start  feeling  better 
about  the  future.  After 
growth  of  only  1.6% 
during  the  first  year  of 
the  upturn  and  2.6%  during  the  second 
year,  business  week  believes  the  econo- 
my is  now  capable  of  sustaining  a  rate 
of  3%  or  better  during  the  coming  year. 
That's  not  great,  but  it's  not  too  shabby, 
either. 

As  we  see  it,  that  pace  will  add  at 
least  175,000  jobs  a  month  and  let  the 
unemployment  rate  continue  to  drift  low- 
er from  its  May  reading  of  6.9%.  The 
pickup  in  growth  will  also  generate  suf- 
ficient gains  in  both  profits  and  incomes 
to  assure  that  business  investment  and 


consumer  spending  remain  the  expan- 
sion's driving  forces.  At  the  same  time, 
though,  3%  growth  is  slow  enough  to 
keep  upward  pressure  off  inflation  and 
interest  rates.  For  investors,  this  cli- 
mate should  be  friendly  for  both  stocks 
and  bonds,  although  the  bond  market 
is  likely  to  remain  jittery  until  Capitol 
Hill  gets  the  fiscal  1994  budget  out  of 
the  way  (box). 

CAPPUCCINO  froth.  The  machinations  in 
Washington  are  already  having  an  ad- 
verse impact  on  the  economy,  say  most 
of  the  economists  included  in  our  mid- 
year survey  of  forecasts  (table).  "All  the 
uncertainty,  especially  over  taxes,  has 
held  back  corporate  and  household  buy- 
ing," says  Theodore  H.  Tung  of  National 
City  Corp.  in  Cleveland.  The  Clinton  Ad- 
ministration's Keystone  Kops  approach 
to  policymaking  also  has  hurt  confidence. 


WHAT  ECONOMISTS  ARE  FORECASTING 

Percent  change  in  real  grass  domestic  product 


1993 

1994 
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ii 

III 

IV 

1 

ii 
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JAMES  F.  SMITH  Univ.  of  North  Carolina 

4.2 

6.8 

5.2 

4.7 

3.6 

4.5 

ROGER  BRINNER  DRI/McGraw-Hill 

2.7 

3.4 

2.8 

3.9 

3.9 

3.5 

MICHAEL  R.  ENGLUHD  MMS  International 

3.5 

3.0 

3.5 

3.5 

3.5 

3.5 

LAUREHCE  H.  MEYER  Laurence  H.  Meyer  &  Assoc. 

2.1 

3.6 

3.5 

3.5 

3.2 

3.5 

ROBERT  G.  DEDERICK  Northern  Trust 

2.6 

3.2 

3.6 

3.0 

3.6 

3.4 

C.  HEATHER  DILLEHBECK  U.S.  Trust 

2.0 

3,3 

3.7 

3.5 

3.0 

3.4 

F.  WARD  MCCARTHY  Stone  &  McCarthy 

2.5 

3.5 

3.5 

3.0 

3.5 

3.3 

NICHOLAS  S.  PERNA  Shawmut  National  Bank 

2.5 

3.5 

3.6 

3.2 

3.0 

3.3 

MICHAEL  W.  RERAN  Prudential  Insurance 

4.0 

3.5 

3.5 

2.8 

2.8 

3.2 

LYNN  0.  MICHAELIS  Weyerhaeuser 

2.1 

2.8 

3.2 

3.9 

3.0 

3.2 

DAVID  H.  RESLER  Nomura  Securities  Intl. 

2.3 

3.7 

3.4 

3.5 

3.2 

3.2 

JAMES  C.  COOPER,  KATHLEEN  MADIGAN  BW 

3.4 

3.1 

3.6 

2.9 

2.3 

3.0 

DAVID  MUNRO  High  Frequency  Economics 

1.2 

2.6 

2.8 

3.1 

3.3 

3.0 

THEODORE  H.  TUHG  National  City  Corp. 

2.1 

2.7 

3.5 

2.8 

3.0 

3.0 

MAUREEN  ALLYN  Scudder,  Stevens  &  Clark 

2.4 

4.3 

4.1 

1.2 

2.0 

2.9 

JAMES  E.  ANHABLE  First  Chicago 

2.2 

3.7 

2.1 

3.0 

2.5 

2.8 

DAVID  L.  LITTMANN  Comerica 

2.8 

3.7 

3.0 

3.0 

2.8 

2.8 

IRWIN  L.  KELLNER  Chemical  Banking 

1.3 

2.3 

2.3 

3.0 

2.7 

2.6 

JEFF  K.  THREDGOLD  KeyCorp. 

2.4 

2.5 

2.5 

2.5 

2.5 

2.5 

LACY  H.  HUNT  HSBC  Holdings 

1.9 

1.6 

1.3 

1.0 

1.3 

13 

AVERAGE 

2.5 

3.3 

3.2 

3.1 

2.9 

3.1 
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But  after  the  budget  fight  is  over, 
ness  and  consumer  optimism  are 
to  recover  a  bit. 

Even  now,  the  economy  gives 
indication  that  it  is  bouncing  back 
its  pitiful  0.9%  annual  pace  in  th< 
quarter.  So  far  in  the  second  p 
consumer  spending  is  growing  at 
nual  rate  of  more  than  2%  abo\ 
first  quarter.  Sales  of  new  hon 
April  surged  to  the  highest  level  i 
en  years,  assuring  a  burst  of  h< 
starts  this  spring,  as  well  as  risin 
sumer  purchases  of  everything  fro 
pets  to  cappuccino  makers.  And  p 
employment  posted  back-to-back 
of  more  than  200,000  jobs  in  both 
and  May— the  first  time  that  ha; 
pened  in  more  than  three  years 
this  momentum,  we  expect  real 
domestic  product  to  post  a  3.4%  ac 
in  the  second  quarter. 

In  fact,  the  first-quarter  numbei 
showed  stagnant  growth  and  ace 
ing  inflation  could  not  be  more  m 
ing  about  the  economy's  prosper, 
the  coming  year.  That's  especiall  " 
for  inflation.  Although  the  con  ft 
price  index  rose  at  an  annual 
4.3%  for  the  first  four  months  oih 
compared  with  a  3%  pace  for  all  o 
we  believe  that  the  CPI  will  settle! 
in  coming  months  and  that  inflati 
end  the  year  at  about  3%. 

Why?  With  so  many  underutili 
sources,  real  GDP  is  some  4%  befs:i 
potential  level— at  which  all  lab 
capital  are  fully  employed.  Even 
economy  grows  3%  through  the 
quarter  of  next  year,  real  GDP  ^ 
main  below  its  potential.  So  chan< 
slim  that  inflation  will  begin  to  s 
ate,  at  least  through  yearend  19S  Hi 
TAMING  PRICES.  That's  why  the  I 
Reserve  is  unlikely  to  jack  up 
term  interest  rates  any  time  soc  •:  > 
Fed's  new  worries  about  inflati 
its  apparent  readiness  to  tighter 
in  the  face  of  more  bad  inflatioi 
bers  are  understandable:  The 
bank  must  maintain  its  credibility 
financial  markets  as  an  inflation 
But  if  the  price  indexes  start  i 
tame  again,  as  seems  likely,  the  II 
be  hesitant  to  raise  rates.  Fed  tig 
could  cause  Congress  to  balk  at 


hi 


y-r. 
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Linton's  tax-heavy  economic  pro- 
and  that  could  push  up  long-term 
it  rates. 

ition  pressures  and  Fed  tightening 
»e  more  of  a  problem  for  1994. 
Administration  will  be  mandating 
rosts  at  a  time  when  a  stronger 
tiy  will  help  businesses  pass  those 
ilong,"  warns  C.  Heather  Dillen- 
f  U.  S.  Trust.  That  could  set  up  a 
conflict  that  would  hurt  economic 
1  sometime  in  1994,  as  Fed  hikes 
rest  rates  worsen  the  contraction- 
pacts  of  the  Administration's  pro- 
As  David  H.  Resler  at  Nomura 
ties  Co.  points  out,  "the  budget 
;e  is  slanted  toward  tax  hikes  ear- 
spending  cuts  later." 
rly  all  economists  in  business 
3  survey  agree  that  the  risks  in 
recast  are  all  on  the  downside. 
Munro  of  High  Frequency  Eco- 
j  calls  the  upturn  "spotty  and  un- 
with  the  coastal  states  continuing 
!s  out  on  most  of  the  economic 
i.  And  Robert  Dederick  at  Chica- 
orthern  Trust  Securities  Inc.  says: 
specially  concerned  that  the  weak- 
i  Europe  will  harm  the  trade  def- 
>re  than  expected,  and  I  also  wor- 
>ut  the  drag  from  higher  taxes." 
vves.  Indeed,  the  coming  tax  hikes 
;ome  economists  extremely  edgy 
1994.  Lacy  H.  Hunt  of  HSBC  Hold- 
LC  is  the  superbear  of  our  sur- 
;cause  he  questions  the  economy's 

to  absorb  "the  largest  tax  in- 
in  this  republic's  history."  More 
along  with  increased  import  pen- 
in,  continued  defense  cuts,  and 
ms  in  manufacturing  are  why 
:ees  the  economy  barely  budging 
le  next  four  quarters. 
:rs,  however,  are  reading  the  tea 
more  optimistically  than  we  do. 
;Graw-Hill's  Roger  Brinner,  for 

banking  on  a  pickup  in  U.  S.  ex- 
-owth.  He  forecasts  that  growth 

the  globe  will  be  strongest  in 
3s  that  are  big  purchasers  of  U.  S. 

Improved  economies  in  Britain, 
,  Mexico,  and  Southeast  Asia  will 

boost  U.  S.  exports  by  5%  next 
I  dinner  says. 

rica's  ailing  manufacturers  would 
e  a  turnaround  in  exports,  which 
mmand  about  20%  of  U.  S.  indus- 
itput.  Better  yet,  more  help  is 
on  the  domestic  side,  which  buys 
,er  80%.  With  job  growth  look- 
best  in  years  and  with  interest 
kely  to  stay  down,  gains  in  con- 
spending,  business  investment  in 
ent,  and  housing  will  be  strong 
to  lift  the  economy  at  a  pace 
lot  been  enjoyed  in  more  than 
irs.  And  that's  nothing  to  com- 
>out. 

ames  C.  Cooper  and  Kathleen 
i  in  New  York 


WHAT  TO  EXPECT  FROM 
THE  MESS  OH  THE  POTOMAC 


A year  ago,  investors  trying  to 
look  past  the  uncertainties  in 
Washington  took  comfort  in 
knowing  that  once  the  elections  were 
over,"  an  economic  policy  course  would 
be  set  for  four  years.  Fat  chance.  Af- 
ter nearly  five  months  of  fits  and 
starts,  the  Clinton  Administration's 
unnerving  tendency  to  offer  an  eco- 
nomic policy  du  jour  is  sowing  confu- 
sion from  Main  Street  to  Wall  Street. 

Still,  behind  the  bluster  and  obfusca- 
tion,  some  trends  are  becoming  clear. 
Taxes  are  going  up,  and  with  luck, 
the  deficit  will  edge  down.  Defense- 
spending  will  continue  a  sharp  decline. 
And  no  health-care  reform  will  pass 


Congress  this  year. 

Don't  count  on  a  tough  deficit-slash- 
ing plan,  either.  Lawmakers  are  still 
haggling  with  Clinton  about  the  compo- 
sition of  budget  cuts,  but  they're 
agreed  that  the  deficit  will  remain  at? 
well  over  $200  billion  a  year  for  the 
foreseeable  future.  By  1998,  federal 
spending  will  be  up  by  at  least  $300 
billion  and  the  national  /debt  will  be 
$L2  trillion  higher,  even  with  the_cuts. 
Additional  spending  cuts,  beyond  Clin- 
ton's proposed  budget,  will  be  rela- 
tively minor,  $30  billion  to  $50  billion 
over  five  years. 

SQUEEZE  ON  DOCTORS.  The  bulk  of  the 
new  cuts  will  come  in  two  areas: 
health  care,  which  will  produce  a  con- 
tinuing squeeze'  on  drug  companies, 
hospitals,  and  doctors,  and  defense, 
where  the  reductions  started  by  the 
Bush  Administration  will  accelerate. 

The  Senate  will  scale  back  the  Ad- 
ministration's proposed  tax  increases. 


The  biggest  change  will  be  a  reduction 
in  -the  proposed  energy  tax. 1  In  a  vic- 
tory for  business,  the  levy  will  be  re- 
structured by  exempting  fanners,  man- 
ufacturers, and  exporters  to  shift  the 
burden  from  producers  to  consumers. 
Further  reductions  in  government 
spending  will  be  sought  to  make  up 
the.  difference. 

Clinton's  proposal  to  raise  the  top 
individual  tax  rate  to-  39.6%  will  sur- 
vive, but  the  plan  to  make  the  hike 
retroactive  to  last  Jan.  1,  1993,  won't. 
If  the  new  rates  were  retroactive  by 
six  months  or  more,  "next  April,  there 
could  be  some  real  cash-flow  problems" 
for  .taxpayers,  warns  Rudolph  G.  Pen- 
ner,  former  head  of  the  Con- 
gressional Budget  Office 
who  now  works  for  kpmg 
Peat  Marwick.  Otherwise, 
the  Administration's  pack- 
age "will  Jiave  a  mild  con- 
tractionary effect, 1  almost 
small  enough  to  be  lost  in 
the  noise,"  says  Penner. 
family  leave.  While  busi- 
ness may  have  dodged 
some  tax  bullets,  a  heavier 
barrage  is  coming  in  a 
hands-on  regulatory  policy. 
Clinton  has  already  signed 
legislation,  vetoed  by 
•President  Bush,  requiring 
businesses  to  provide  un- 
paid leave  to  new  parents 
and  others  facing'  family 
emergencies.  And  ,the 
President  has  revoked  Bush- 
era  regulations  that  could  have  low- 
ered labor  costs  «  on  federally  funded 
construction.  "This  sort  of  slow  regula- 
tory buildup  could  produce  price  pres- 
sures and  be  at  least  as  important  as 
any  tax  increase  on  business,"  says 
Marvin  H.  Rosters,  director  of  eco- 
nomic policy  studies  ( at  the  American 
Enterprise  Institute.  And  that  view -is 
shared  by  some  governors  of  the  Fed- 
eral Reserve  Board. 

But  at  least  one  potential  regulatory 
nightmare  will  be  delayed.  Announce- 
ment of  the  Administration's  ambi- 
tious—and costly— health-care  plan 
keeps  being  postponed,  and  it  now 
may  not  be  unveiled  until  the  fall.  And 
a  politically  weakened  White  House  is 
likely  to  drop  many  of  "the  most  drastic 
elements.  In  any  event,  Congress  is 
unlikely  to  begin  serious  work  on  it 
until  next  year. 

By  Owen  Ullmann  and  Paul  Magnus- 
son  in  Washington 
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WHAT'S  SO  BAD  ABOUT 
A  SKITTISH  MARKET? 


Bearish  fears  are  overblown — but  may  bode  well  for  Wall  Street 


The  Dow  Jones  indus- 
trial average  is  travel- 
ing north  of  3500,  up 
nearly  50%  since  the 
bull  market  got  rolling 
in  October,  1990,  and 
Dow  3600  appears  to 
be  within  reach.  The 
Standard  &  Poor's  500-stock  index  has 
been  scaling  new  heights  as  well,  and  so 
has  just  about  every  other  broad-based 
measure  of  stock  prices.  But  instead  of 
sipping  bubbly,  the  folks  on  Wall  Street 
are  downing  antacids. 

"They're  worried  about  inflation, 
they're  worried  about  recession,  they're 
worried  about  higher  interest  rates,  and 
they're  worried  about  Clinton,"  says  By- 
ron R.  Wien,  U.  S.  investment  strate- 
gist at  Morgan  Stanley  &  Co.,  whose 
clients  are  mainly  money  managers.  The 
newsletter  gurus  popular  with  individu- 
al investors  are  also  spooked:  Of  the 
Top  10  market-timers  followed  by  Timer 
Digest,  only  two  are  bullish,  and  a  sur- 
vey by  Dow  Theory  Forecasts  finds  only 
25%  of  advisers  urging  investors  to  buy. 

But  rather  than  fret,  Wien  and  others 
see  the  skepticism  and  skittishness  as  a 
source  of  strength.  There's  nothing  more 
bullish  than  a  healthy  dose  of  bearish- 
ness.  The  market  has  a  way  of  moving 
against  the  majority.  "It's  a  'yes,  but' 
market,"  says  market  analyst  Laszlo  Bi- 
rinyi,  of  Birinyi  Associates  Inc.  "People 
say,  'Yes  the  market  is  making  new 
highs,  but  there's  lots  of  reasons  why  it 
shouldn't.'  I  wouldn't  be  surprised  to 
see  the  Dow  at  4000  by  yearend." 

There's  certainly  plenty  of  cash 
around  that  is  poised  to  move  into 
stocks  with  mere  phone  calls.  It  comes 
largely  from  individual  investors  who 
poured  nearly  $42  billion  into  equity  mu- 
tual funds  in  the  first  four  months  of 
1993.  That's  more  than  they  took  in  dur- 
ing all  of  1991.  Corporations  have  been 
taking  advantage  of  the  huge  inflows 
by  issuing  stock  in  record  amounts— 
$38.9  billion  in  the  first  five  months  of 
the  year  vs.  $72.8  billion  for  all  of  1992, 
according  to  Securities  Data  Co.  Still, 
!  in-  funds  have  more  <-n<\\  mi  hand  t  nan 
ever  before,  some  10.3%  of  assets,  ac- 
cording to  the  latest  reports. 

But  most  of  the  analysts  who  are  on 


the  bullish  side  don't  forecast  large  gains 
for  the  coming  months.  Instead,  they 
are  expecting  the  Dow,  now  at  3511,  to 
finish  the  year  in  the  3600-to-3700  zone— 
a  1993  gain  of  10%  to  12%,  including  div- 
idends. "It's  a  trading-range  market  with 
a  slight  upward  bias,"  says  Abby  J.  Co- 


hen, investment  strategist  at  Gol(  > 
Sachs  &  Co.  That  was  just  the  & 
market  investors  faced  in  1992. 

Indeed,  the  complaints  heard  ak- 
ago— about  lofty  prices,  an  unsettli 
litical  climate,  a  sluggish  economy 
slow  profit  growth— are  still  aroum  h 
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>me  new  gripes  have  come  to  the 
;  well:  Inflation  is  kicking  up,  and 
ree-year  decline  in  interest  rates 
is  though  it's  over, 
se  concerns  are  valid,  but  most 
n  are  overdone: 

ion.  No  question,  stocks  are  high 
dsticks  such  as  price-earnings  ra- 
d  dividend  yields  (chart).  But  such 
res  mean  little  without  compar- 
em  to  interest  rates.  Short-term 
n  particular  have  tumbled  to  less 
alt  their  level  at  the  start  of  this 
iarket  and  about  one-third  their 
ight  before  the  1987  stock  market 
Cohen  estimates  that  stocks  are 
18%  undervalued  for  the  level  of 

the  valuation  picture  is  improv- 
arnings  (excluding  extraordinary 
s)  are  forecast  to  climb  19.8%  in 
»ver  1992  and  another  18.7%  in 
.wording  to  Stanley  Levine,  senior 
■esident  at  i/b/e/s  Inc.,  which  col- 
nalysts'  forecasts.  That  will  boost 
irnings  portion  of  the  p-e  ratio, 
er  earnings  will  also  allow  compa- 
)  boost  dividends,  and  that  will 
'e  the  dividend  yield, 
igton.  Investors  like  a  strong, 
hand  in  the  White  House,  while 
ent  Clinton's  performance  has 
mything  but.  However,  the  con- 
ices  of  his  weakness  have  para- 
!ly  been  to  Wall  Street's  liking, 
se  of  his  fumbles,  his  stimulus 
,e— which  had  few  fans  on  the 
-went  down  in  flames. 
,  to  move  his  fiscal  plan  through 
nate,  the  President  will  have  to 
er  on  tax  hikes  and  deeper  into 
lg  cuts.  Congressional  resistance 
ler  taxes  may  force  Clinton  to 
ack  his  health-care  proposal  as 
i  ays  Eric  T.  Miller,  chief  invest- 
ifficer  for  Donaldson,  Lufkin  & 
t«;e  Securities  Corp.:  "If  Clinton 
tiled  back  to  the  political  center, 
|  rket  will  take  it  very  well." 
nomy.  As  the  latest  employment 
show,  the  economy  is  improving 
last.  However,  inflation  over  the 
eral  months  has  been  uncomfort- 


ably higher  than  expected.  But  analysts 
firmly  maintain  that  there's  enough  slack 
in  the  labor  market  and  in  the  manufac- 
turing sector  to  rule  out  the  chance  of 
an  inflationary  spiral. 

The  stronger  economy  probably 
means  interest  rates  have  bottomed  out. 
But  that's  to  be  expected.  Early  in  bull 
markets,  stocks  and  bonds  rally  in  tan- 
dem. Then,  as  the  economy  picks  up 
steam,  the  two  markets  part  company, 
and  stocks  rely  on  earnings,  not  interest 
rates,  to  drive  them  higher. 

That's  why  many  stockpickers  are  ad- 
vising investors  to  buy  econ- 
omy-sensitive stocks— the 
companies  that  can  ride  the 
crest  of  the  economic  cycle 
to  big  profits.  These  stocks 
include  autos,  home  build- 
ers, technology,  and  capital 
goods. 

Carmine  J.  Grigoli,  chief 
U.  S.  portfolio  strategist  for 
Baring  Securities  Inc.,  says 
this  recovery  is  unusual  be- 
cause it  has  been  driven  far 
more  by  capital  spending 
than  by  consumer  spending. 
"The  fundamentals  for  capi- 
tal spending  have  rarely 
been  so  good,"  he  says.  "The 
cost  of  capital  is  at  one  of  the  lowest 
levels  in  history,  the  age  of  our  manufac- 
turing capacity  is  at  a  post-World -War-II 
high,  and  corporations  are  generating 
enough  funds  internally  to  finance  their 
expenditures." 

That's  what's  behind  the  surge  in 
technology  stocks  such  as  Compaq  Com- 
puter, Hewlett-Packard,  Honeywell,  In- 
tel, Microsoft,  and  Texas  Instruments, 
which  are  still  on  many  buy  lists.  But 
Grigoli,  for  one,  thinks  it's  already  late 
to  buy  the  high-tech  stocks  and  instead 
has  been  recommending  lower-tech  com- 
panies such  as  Giddings  &  Lewis,  a  ma- 
chine-tool maker,  and  multifaceted  Gen- 
eral Electric. 

Ronald  C.  Ognar,  a  portfolio  manager 
for  the  Strong  Total  Return  Fund, 
thinks  GE  will  be  one  of  the  star  stocks 
of  tlif  second  half:  "It's  in  the  righl  busi- 


nesses, it's  growth  rate  is  improving, 
and— relative  to  the  market— it's  cheap." 
Other  Ognar  favorites  include  Emerson 
Electric,  which  makes  electrical  prod- 
ucts, and  Stewart  &  Stevenson  Services, 
which  builds  gas  and  diesel  turbines. 

Ognar  is  one  of  many  bulls  on  tele- 
communications companies.  In  addition 
to  a  cyclical  rebound,  these  stocks  of- 
fer potential  for  longer-term  gains 
through  cellular  communications,  multi- 
media, and  other  advances  in  informa- 
tion technology.  Among  the  more  fa- 
vored plays  by  money  managers  are 
AT&T,  MCI,  McCaw,  Motorola, 
Pacific  Telesis,  Southwest- 
ern Bell,  and  U.  S.  West. 

Although  the  big  bucks 
are  flowing  toward  the  in- 
dustrial stocks,  some  man- 
agers still  find  opportunities 
in  out-of-favor  consumer 
stocks.  John  W.  Church  Jr., 
chief  investment  officer  for 
the  Glenmede  Trust  Co.  in 
Philadelphia,  is  focusing  on 
retailers  Circuit  City  Stores, 
Dayton-Hudson,  and  J.  C. 
Penney.  "They've  got  inno- 
vative merchandising  strate- 
gies," he  says,  "and  they're 
not  expensive."  Among  the 
battered  health-care  stocks,  Church  likes 
Baxter  International  and  Schering- 
Plough,  while  Goldman's  Cohen  suggests 
Merck  and  Pfizer. 

Even  investors  who  can  see  beyond 
the  worries  say  they're  keeping  their 
seat  belts  fastened.  The  stronger  econo- 
my, for  one,  will  eventually  force  short- 
term  interest  rates  higher.  That  could  be 
the  catalyst  for  the  long-awaited  correc- 
tion. The  market  has  gone  137  weeks 
without  a  10%  pullback,  and  the  record 
is  161  weeks. 

When  the  correction  comes,  many  will 
proclaim  the  start  of  a  bear  market.  But 
bull  markets  don't  end  until  the  econo- 
my is  running  flat  out— and  this  one  is 
just  starting  to  get  some  steam.  Any 
pullback  will  be  a  buying  opportunity 
for  the  next  move  up. 

By  Jeffrey  M.  Laderman  in  New  York 
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Socks 


THE  SMALL-CAP  ENGINE 
STILL  HAS  PLENTY  OF  GAS 


Secondary  stocks  lead  the  market,  and  these  rallies  tend  to  last  a  long  time 


ee 

TO 

For  the  investor 
who  is  consider- 
ing a  plunge 
into  secondary 
stocks,  this  is 
a  particularly 
vexing  time. 
It's     not  so 
much  that  the  market  is  mean- 
dering or  that  some  small-capi- 
talization    segments— notably 
health  care— are  suffering.  No, 
it's  the  good  news  that's  depress- 
ing small-cap  watchers.  These 
stocks  are  reaching  record  levels, 
and  the  market  in  initial  public 
offerings  is  sizzling.  And  to  skep- 
tics, those  are  the  portents  of 
an  imminent  market  correction. 
Increasingly,  investors  are  back- 
ing off.  "There's  a  lot  of  uncer- 
tainty out  there,"  notes  Law- 
rence Auriana,  co-manager  of  the 
Kaufmann  mutual  fund,  a  leading 
small-cap  portfolio  that  recently 
raised  its  cash  level  to  15%. 

Yes,  small  caps  have  been  leading  the 
market  since  the  preelection  rally 
(chart).  But  the  market  has  yet  to  fall 
victim  to  that  enemy  of  all  bull  mar- 
kets: excessive  euphoria.  So  the  best 
advice  is  not  to  run  for  the  escape  hatch 
but  relax  and  enjoy  the  rally.  It  could 
last  a  long  time. 

MORE  FOR  LESS.  Cycles  in  second-tier 
stocks  have  a  way  of  going  on  at  length, 
usually  for  five  to  eight  years.  The  last 
small-cap  cycle,  a  period  of  extended 
underperformance,  lasted  from  1983  to 
1990.  So  if  the  cyclical  pattern  continues, 
the  latest  small-cap  bull  market— which 
began  in  the  fall  of  1990— could  have  at 
least  two  years  to  run.  Robert  Ritter,  a 
leading  market  technician  and  strategist 
at  Ladenburg,  Thalmann  &  Co.,  notes 
that  dollar  volume  in  the  NASDAQ  over- 
the-counter  market  frequently  exceeds 
that  of  the  New  York  Stock  Exchange— 
a  cheering  sign  of  continued  strength 
among  OTC  stocks,  in  Ritter's  view. 

Cycles  and  technical  indicators  are 
but  one  part  of  the  argument  for  small 
caps.  Another  is  valuations.  Despite 
their  runup,  the  prices  of  small-cap 
stocks  remain  reasonable.  Mary  Farrell, 
PaineWebber  Inc.'s  investment  strate- 


gist, notes  that  price-earnings  multiples 
for  small-cap  stocks  are  now  only  about 
21,  vs.  23  for  the  Standard  &  Poor's 
500-stock  index.  Notes  Farrell:  "You're 
actually  paying  less  for  superior  growth." 

Investors  in  small  caps  will  probably 
do  well  this  year— but  there  are  still 
pitfalls  aplenty.  For  one  thing,  the 
health-care  sector  is  likely  to  remain  de- 
pressed in  the  months  ahead,  until  the 
details  of  the  Clinton  health-care  pro- 
gram become  known.  Auriana  has  cut 
Kaufmann's  exposure  to  health-care 
stocks  to  14%,  from  40%  of  the  portfolio 
last  December,  and  he  notes  that  medi- 
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cal-device  manufacturers  are  I 
ing  it  harder  to  obtain  appr  I 
for  new  products— a  factor  [ 
should  continue  to  bear  dl 
on  this  once  hot  stock  groJ 
Investors  might  wanl 
consider  small-cap  cyclical 
group  that  Ritter  and  ol 
stock-watchers  believe  is  ■ 
ing  a  comeback  as  the  eol 
my  slowly  improves.  31 
Black,  a  portfolio  managa 
Delphi  Capital  Managenjl 
likes  small  steel  companll 
"minimills"  such  as  NewB 
sey  Steel,  Texas  Indus™ 
and  Commercial  Metalal 
also  favors  small  regit 
banks  with  low  price-J| 
ings  multiples,  since  ■ 
companies  are  frequaji 
worthy  takeover  targetap 
picks  there  include  ColB 
BancGroup  and  West  On  L 
office  supplies.  At  KaufnB 
Auriana  has  replaced  health-care  sm 
with  a  motley  assortment  of  eci}9 


He  has  taken  posi- 
tions in  real  estate 
investment  trusts, 
software  compa- 
nies, offshore  oil 
drillers,  and  office 
suppliers.  His  big- 
gest holding  is  Vi- 
king Office  Prod- 
ucts, a  mail-order 
supplier  of  office 
products. 

Offshore  drillers 
have  been  a  hot 
stock  group,  but 
Auriana  is  buying 
into  them  on  the 
theory  that  they 
are  engaged  in  a  long-term  upswin 
not  just  a  "short,  cyclical  rebou 
drilling  rigs."  Kaufmann's  oil-dl 
holdings  include  Chiles  Offshore  Q 
Benton  Oil  &  Gas. 

A  long-term  trend  and  not  a 
cyclical  rebound:  That's  the  argj 
for  small  caps  generally.  And  as  U 
valuations  remain  sane,  it's  an  arg 
that  continues  to  make  sense. 

By  Gary  Weiss  in  Neil 
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Today's  Fortune  1000  corporation 
demands  miracles  from  its  computing 

infrastructure.  now  with  the 
"rightsizing"  era  at  hand,  companies 
are  facing  the  challenge  of  getting 
even  more  out  of  their  existing 
technology,  at  less  cost, 
one  operating  environment  can  help 
you  do  all  this. 


Announcing  Solaris. 


The  Solaris"  operating  environment  is 

now  available  on  x86  as  well  as 
SPARC"  —  the  world's  most  popular 
CISC  and  RISC  architectures.  It's  the 
software  operating  environment  that 
provides  virtually  unlimited  access  to 
all  systems  on  the  local  and  wide 
area  enterprise  networks*. 

it's  scalable  from  pcs  to  mainframes. 
And  it  runs  more  32-bit  applications 

than  any  other  operating 
environment  —  over  7,500  includ- 
ing leaders  like  computer  associates, 
Oracle,  Lotus  and  your  Windows 
software,  too.  from  now  on  you 

CAN  make  hardware  decisions 
independent  of  software,  preserving 
your  valuable  investment. 

With  Solaris,  information  can  flow 
more  easily,  wherever  it's  needed. 
Cost  centers  can  transform  into 
revenue  centers.  and  users  become 
more  productive. 


For  companies  that  must  maximize 
every  minute  as  never  before,  nothing 
ties  it  all  together  like  solaris. 
Call  1-510-460-3267 
for  more  information, 
it  could  be  your  best  minute  yet. 


^SunSoft 


The  Network  Is  The  Computer™ 

©199  J  Sun  Microsystems,  Inc  Sun  Microsystems,  SunSoft,  the  SunSofl  logo,  the  SunSoft  Inline 
and  Solaris  are  trademarks  or  registered  trademarks  ot  Sun  Mitrosyslems,  Inc  SPARC  is  a  refill 
tered  trademark  of  SPARC  International,  Inc  UNIX  is  a  registered  trademark  ol  UNIX  System 
Laboratories,  Inc  All  other  registered  trademarks  are  the  properly  ol  iheir  respective  companies 
'Third-party  software  may  he  required 
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THREE  OUT  OF  FOUR 
AIN'T  BAD 


That's  how  many  of  these  stock  pros  beat  the  S&P  with  their  hypothetical  portfolios 
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THE  LEADER 
AND  THE 
PACK 

S&P  500 
+2.1% 


Percent  change, 
12/15/92 
to  6/8/93* 


Little  Rock 
disappointed 
that  their  favorite  son's 
political  star  isn't  shin- 
ing so  brightly  nowa- 
days. But  they  can  take 
pride  in  another  local 
luminary:  stockpicker 
Mark  W.  Millsap  of  Meridian  Manage- 
ment Co.  Last  December,  BUSINESS 
WEEK  asked  four  experts  to  invest  a 
hypothetical  portfolio  for  1993,  putting 
$10,000  into  each  of  10  stocks.  At  mid- 
year, Millsap  is  the  hands- 
down  winner.  His  portfo- 
lio is  up  32.6%,  light  years 
ahead  of  the  bellwether 
Standard  &  Poor's  500- 
stock  index,  which  mus- 
tered only  2.1%  through 
June  8,  excluding  divi- 
dends. In  an  impressive 
display  of  savvy,  six  of  his 
picks  rose  30%  or  more, 
and  just  one  declined. 

The  other  three  also 
performed  admirably.  Two 
beat  the  s&P  by  a  few  per- 
centage points,  and  one  fell 
a  tad  short. 

Runner-up  Robert  S. 
Nat  ale,  editor  of  the  news- 
letter Standard  &  Poor's 
Emerging  &  Special  Situa- 
tions, picked  mostly  small- 
cap  and  special-situation 
stocks  and  wound  up  with 
a  6.9%  gain.  British  inves- 
tor John  Carrington  of 
Carrington  &  Co.,  assembled  a  smorgas- 
bord of  consumer  and  technology  stocks, 
which  rose  4.8%.  The  team  of  Berna- 
dette  Murphy  and  Sheila  Baird,  of  M. 
Kimelman  &  Co.  in  New  York,  cautious- 
ly bet  on  a  mix  of  manufacturing  compa- 
nies—plus a  utility,  a  medical  company, 
and  a  retailer— and  marie  a  1.3%  gain. 
BULL  MARKET.  All  the  investors  picked 
stocks  as  long-term  plays,  so  they're 
counting  on  further  gains  in  the  second 
half.  But  this  year,  BUSINESS  WEEK  al- 
lowed players  one  adjustment  in  their 
portfolios:  They  could  sell  one  stock  and 
use  the  proceeds  on  another.  All  hut 
Millsap  took  advantage  of  the  chance. 
Millsap,  who  describes  himself  as  a 


"value-oriented  contrarian,"  ran  up  his 
big  gains  by  targeting  metals,  heavy  in- 
dustry, and  technology  stocks.  His  most 
prescient  call  was  the  turnaround  in 
gold,  which  was  still  mired  in  a  12-year 
slump  when  he  made  his  picks  last  De- 
cember. His  two  gold  stocks,  Homestake 
Mining  and  Placer  Dome,  are  up  60.7% 
and  60.4%,  respectively.  Millsap  predicts 
they're  headed  even  higher.  "We're  in 
the  early  phases  of  a  long-term  bull  mar- 
ket in  gold"  due  to  short  supplies  and  in- 
creases in  demand,  particularly  in  China 


in  Alumax,  Amax'  aluminum  unit 
28%  of  Amax  Gold.  Millsap  think  ! 
package— of  Cyprus,  Alumax  and  i 
Gold  stocks— is  worth  more  than 
Amax  now  sells  for  $22.  And  that 
not  preclude  further  gains  iron  f 
stocks. 

Natale's  experience  shows  the 
er  of  a  little  leverage  in  a  portfolio 
ish  on  Hanson,  a  British  conglomf 
Natale  had  the  choice  of  buying  I 
stock  through  American  depositai  \ 
ceipts  or  the  riskier  but  potentially  td 
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-BASED  ON  4  HYPOTHETICAL  S100  000  PORTFOLIO  OF  10  STOCKS  PUBLISHED  IN  BUSINESS  WEEK,  ISSUE  OF  DEC  28, 1992 


and  India,  he  says.  "If  there's  speculation 
or  rapid  inflation,  that  would  be  gravy." 

Millsap  remains  bullish  on  two  out- 
of-favor  technology  stocks,  IBM  and  Dig- 
ital Equipment.  IBM,  the  only  stock  in  his 
portfolio  that  stumbled,  fell  7.3%.  But 
he  bought  Digital  at  32%,  near  its  nine- 
year  low,  and  it's  now  at  42%.  "They're 
both  headed  in  the  right  direction,"  he 
says.  Investors  underestimate  the  heavy 
cost-cutting  and  high  quality  of  new 
management  at  each  company,  he  thinks. 

His  top  pick  for  the  second  half  is 
Amax,  which  he  bought  at  16^  in  De- 
cember. Amax  has  plans  to  merge  with 
Cyprus  Minerals.  In  addition  to  Cyprus 
shares,  Amax  shareholders  will  get  stock 


rei 
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rewarding  publicly  traded  war 
ADRs  went  up  less  than  2%,  but 
warrants,  which  he  recommended 
ed  at  25C  then-and  34.4<t  now,  a  It 
gain.  The  warrants  are  convertil  is 
Hanson's  British  shares  at  300  per 
til  September,  1997.  The  British 
now  sell  at  230  pence.  Had  he 
the  ADRs,  the  return  on  the  entirfsi  - 
folio  gain  would  have  been  onl 
third  what  it  was.  The  stock  h 
fared  well  this  year,  he  says,  bee; 
a  coal  strike.  Even  so,  says 
there's  "plenty  of  room  to  move 

Natale  wants  to  swap  one  of  1  fat 
ers,  medical-instrument  maker  C< 
down  3.5%.  Instead,  he's  buyii 
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nhouse,  a  Canadian  computer-ser- 
company  that  trades  in  the  U.  S. 
he-counter  market.  The  price  is 
EJ.L  recently  turned  profitable  after 
lg  of  bad  contracts,  says  Natale. 
rington  came  up  with  a  combina- 
f  big  winners  and  big  losers.  His 
>p  stocks  were  Synoptics  Commu- 
nis, up  55.6%,  which  makes  a  key 
inent  of  local  area  networks  for 
ters,  and  Nokia,  a  Finnish  technol- 
ock,  up  37.9%.  His  big  losers  were 
Morris,  down  36.1%;  Gillette, 
16.2%;  and  Duracell,  down  14.9%. 

0  got  hammered  investing  in  Mar- 

1  Newton,  Mass.,  which,  at  22,  is 
26.1%.  The  stock  got  nailed  be- 
of  a  weak  quarterly  earnings  re- 
But  Carrington  is  still  bullish  on 
mpany,  and  it's  his  top  pick  for  the 
d  half.  "American  investors  are 
etely  insane  the  way  they  focus 
;  short  term,"  he  gripes. 

■  new  world.  To  upgrade  the 
lio,  Carrington  plans  to  take  a  23% 
n  Eastman  Kodak  and  invest  the 
3ds  in  cem,  a  Charlotte  (N.  C.) 
ech  outfit  specializing  in  micro- 
technology.  The  stock,  at  9%,  has 
ly  been  out  of  favor  but  has  "an 
jent  niche  market"  selling  to  med- 
bs,  the  food  industry,  and  others, 
health-care  trap  also  caught  Baird 
turphy.  Their  biggest  loser  was 
?n,  which,  despite  getting  govern- 
approval  last  year  to  sell  a  new 
il  instrument,  suffered  with  the 
ry:  Its  shares  dropped  32.7%.  The 
id  winners,  too:  Intermet,  which 
car  and  truck  parts,  was  up 
And  they  scored  12.4%  on  Varian 
ates,  an  electronics  equipment 
ny,  even  though  they  boldly 
;  the  stock  at  its  52-week  high, 
a  midyear  switch,  Baird  and  Mur- 
m  to  take  profits  on  their  biggest 
•,  Rochester  Telephone,  up  17.4%, 
'est  in  Time  Warner,  at  3&A.  Time 
r  recently  established  several  alli- 
nvolving  new  cable-TV  technology 
lltimedia  computers.  "An  exciting 
orld  is  emerging,  and  they  seem 
it  the  cutting  edge,"  says  Baird. 
the  second  half,  Baird  and  Mur- 
well  as  Natale,  are  mostly  bullish 
stock  market.  But  they  warn  of 
ty  ahead,  because  of. concerns 
•ising  short-term  rates  and  higher 
And  Carrington  thinks  that  care- 
;lected  U.  S.  stocks  will  still  out- 
a  many  British  stocks, 
ap  refuses  to  divine  the  market's 
But  he  does  venture  to  say  that 
a  shift  toward  big  cyclical  indus- 
mpanies  such  as  Champion  Inter- 
1  and  Caterpillar  that  are  getting 
ricing  power  after  years  of  de- 
Vatch  those  stocks.  The  sage  of 
lock  has  spoken. 

By  Geoffrey  Smith  in  Boston 


START 
SMALL 

THINK 
BIG. 


With  the  Janus  No 
Minimum  Initial 
Investment  Program. 

For  as  little  as  $50  a 
month,  you  can  invest 
in  a  no-load  mutual 
fund  from  Janus. 

That  means  even 
small  investors  can 
think  big  without  hav- 
ing to  come  up  with 
the  initial  $1,000  or 
more  minimum 
investment  some 
other  funds  require 


Call  1-800-525-8983 
Ext.  620  or  return 
the  coupon  below  to 
receive  a  prospectus 
containing  more 
complete  information 
about  Janus  Funds  and 
Janus'  No  Minimum 
Initial  Investment 
Program.  Please  read 
the  prospectus  carefully 
before  you  invest. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.620 

*Under  the  Janus  No  Minimum  Initial  Investment  Program,  you 
authorize  Janus  to  debit  your  bank  account  $50  or  more  per  month  to 
purchase  shares  in  a  Janus  Fund.  You  should  consider  your  ability  to 
continue  in  such  a  program  in  view  of  the  possibility  that  you  may 
have  to  redeem  your  shares  in  periods  of  declining  fund  share  prices 
as  well  as  in  periods  of  rising  prices. 


I 
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YES 


I  would  like  to  know  more  about  Janus  Funds  and 
Janus'  No  Minimum  Initial  Investment  Program! 


Name 


Address - 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  620 

BW 


I 

I 

-J 


/ESTMENT  OUTLOOK 


BUSINESS  WEEK/JUNE  21,  1993  131 


arkets 


THE  PACIFIC  IS  TERRIFIC, 
AND  EUROPE  ISN'T  TERRIBLE 


A  Japanese  rebound  would  not  only  help  the  Far  East  but  also  give  a  lift  to  the  Continent 


TO 

Joe  Scott  Plummer  was 
getting  jittery.  Last 
year,  the  soft-spoken 
managing  director  of 
Edinburgh's  Martin 
Currie  Ltd.  began  mov- 
ing money  into  Hong 
Kong  only  to  see  the 
Hang  Seng  index  nosedive  when  Beijing 
blew  a  fuse  over  Governor  Chris  Pat- 
ten's proposed  democratic  re 
forms  for  the  colony.  But 
Plummer  was  undeterred. 
"We  swallowed  hard,"  he 
recalls,  "and  then  decid- 
ed to  buy  right  through 
the  fall." 

Plummer  wound  up 
parking  nearly  $250  mil- 
lion in  the  colony— and 
he's  all  smiles  now.  With 
Beijing  showing  a  will- 
ingness to  keep  Hong 
Kong's  economy  out  of 
the  debate  over  its  po- 
litical future,  the  Hang 
Seng  is  up  29%  this 
year  (table).  Indeed, 
with  Europe  mired  in 
recession  and  the  U.  S. 
barely  stirring,  many 
stockpickers  believe  Asia 
offers  some  of  the  most 
attractive  plays  around. 
Even  hard-hit  Tokyo  is 
drawing  interest  again. 
"The  Pacific  Basin  has  a 
momentum  of  its  own," 
says  Plummer.  "It's  creat- 
ing growth." 
MAINLAND  HO.  That  growth, 
most  stockpickers  argue,  is  creating  a 
welter  of  bargains  in  Asian  markets. 
Even  Hong  Kong  still  looks  cheap  to 
many  analysts.  Although  the  Asian  De- 
velopment Bank  expects  the  colony's 
economy  to  expand  by  6.1%  this  year, 
stocks  trade  at  a  price-earnings  ratio  of 
13.  "This  market  is  able  to  sustain  a  p-e 
multiple  of  20,"  argues  Julian  Wood  of 
Crosby  Securities  (Hong  Kong)  Ltd., 
who  recommends  China  Light  &  Power 
and  Hong  Kong  Electric. 

Many  analysts  are  scouring  Hong 
Kong  and  other  Pacific  markets  to  find 
companies  that  will  benefit  from  rising 


foreign  investment  in  mainland  China. 
Mei-shing  Chan  of  Nikko  Securities  Co. 
recommends  Wharf  Holdings,  a  Hong 
Kong  property  group  spearheading  a 
vast  redevelopment  project  that  will  en- 
compass nearly  the  entire  city  of  Wu 
Han.  Douglas  Eu,  portfolio  manager  for 
the  Jardine  Fleming  China  Region  Fund, 
is  buying  Climax,  a  Hong-Kong  based 
distributor  of  office  supplies,  and  Lamex, 


5* 


which  supplies  furniture  and  filing  cabi- 
nets to  businesses  in  Guangdong  Prov- 
ince. China  plays  abound  in  other  re- 
gional markets,  too:  Eu  likes  South 
Korea's  Mandia  Machinery,  which  is 
opening  an  auto-parts  factory  in  China, 
and  Australia's  Futuris,  which  supplies 
radiators  and  air-conditioner  parts  to 
Volkswagen  in  Shanghai. 

Still,  China  plays  are  not  without 
their  doubters.  Hong  Kong's  market  has 
retreated  modestly  in  recent  weeks  amid 
concerns  that  China's  economy  may  be 
overheating.  The  Hang  Seng  could  also 
suffer  a  setback  if  the  political  talks  be- 


tween Beijing  and  London  fouije 
again.  Amid  such  concerns,  money  iai 
ager  Plummer  is  now  thinking  of  m 
ing  in  some  of  his  Hong  Kong  g|u 
But  as  long  as  China's  growth  contiM 
to  prod  the  region,  few  investors  tp 
they  can  afford  to  stay  aloof.  Indec 
many  are  moving  back  into  Japan  iiju 
ticipation  of  a  recovery  by  1993. 
With  the  dollar  plunging  to  rews 
lows  against  the  yen,  fj 
investors  have  reie 
an  especially  rich  vpc 
fall  in  Japanese  stjki 
So  far  this  yearih 
Nikkei  is  up  46"  i 
dollar  terms,  vs.  m 
in  yen.  But  while  :!B 
analysts  see  the  Jp; 
>•!•  nese  market  pauii 
•?;»  for  breath  overpb 
next  few  weeks,  aiei 
surge  may  be  on:h 
';*."  way.  During  July's?!' 
bal  economic  suram  I 
Tokyo,  the  U.S.I 
Europe  may  dsp 
Prime  Minister  Mel 
Miyazawa  to  boost  jo' 
ernment  spending  OjU 
|     of  the  $117  billion  Is 

*  •  IB' 

"•*  ready  has  pledge  1 
£:  spur  domestic  derai 
;::V:  NIKKEI  PICKS.  Co;i 
;J«;;  ering  such  expn 
'////  tions,  Merrill  Lyrit! 
*;•*/  Co.  estimates  Jan 
gross  domestic  pntu 
will  rebound  3%  in9! 
after  struggling 
achieve  0.6%  growth  j.h 
year.  A  pickup  that  fast  could  touq  ( 
"a  really  strong  rebound  in  profits,"ja 
Merrill's  Tokyo-based  strategist,^ 
Bahrenburg. 

Such  hopes  prompt  Kathy  M;Bi 
strategist  at  Barclays  de  Zoete  y& 
Securities  Ltd.,  to  recommend  higl 1 
stocks  including  Kyocera,  a  cenri! 
maker  that's  moving  into  telecommiii 
tions.  Expectations  of  a  stronger  ei 
my  are  also  prompting  Matsui  and 
fund  managers  to  buy  into  such  cjfl 
industries  as  steel,  railroads,  an(B 
chine  tools.  And  although  the  skyii 
yen  is  dimming  the  outlook  for  f\ 
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exports,  Bahrenburg  still  likes  Toy- 
figuring  that  it  will  cash  in  on 
^er  domestic  demand.  He  also  rec- 
;nds  Aoyama  Trading,  an  innova- 
Tien's-clothing  discounter  that  has 
hammering  away  at  "fat,  estab- 
1  competitors." 

Japanese  rebound  would  give  a  ma- 
oost  to  a  European  market  that 
ad  little  to  cheer  about  for  more 
a  year.  True,  British  profits  are 
:ted  to  surge  25%  this  year  as  ex- 
rs  benefit  from  last  year's  pound 
uation.  But  in  recession-bound  Ger- 
j  profits  will  tumble  11%,  says  Leh- 
Brothers  strategist  Joe  Rooney. 
AH  rally.  Still,  the  pros  are  not 
ioning  Europe.  With  the  Bundes- 
expected  to  push  interest  rates  as 
is  3.5%  by  next  year— half  their 
at  levels— German  stocks  have  ral- 
[%  since  mid-May.  "Maybe  people 
;et  interested  in  investing  in  ecrni- 
igain,"  says  Dominique  Bourjac, 
of  research  at  Paris-based  Detroy- 
ssociates.  But  Bourjac's  first  pick 
ince,  which  boasts  low  inflation  and 
v  government  with  a  $50  billion 
tization  program. 

jrjac  is  buying  Credit  National  and 
t  Commercial  de  France,  medium- 
ianks  that  haven't  been  dragged 
by  the  real-estate  losses  dogging 


HOW  MAJOR  BOURSES 
ARE  FARING 


Percentage  change 

in  local  currency 

since  Jon.  1* 

in  dollars 

HONG  KONG 

29% 

29% 

JAPAN 

26 

46 

ITALY 

23 

23 

SWITZERLAND 

12 

14 

CANADA 

10 

10 

NETHERLANDS 

10 

10 

AUSTRALIA 

8 

6 

GERMANY 

7 

8 

BRITAIN 

2 

2 

U.S. 

3 

3 

FRANCE 

1 

3 

MEXICO 

-11 

-11 

'Through  Jun.  4     DMA  MORGAN  STANLEY  CAPITAL  INTERNATIONAL 


their  bigger  brethren.  She  also  backs 
the  Home  Depot  of  Europe,  Castorama. 
And  Edinburgh  money  manager  Plum- 
mer  recently  moved  into  Imetal,  a  roof- 
ing-tile maker  that  draws  30%  of  its 
sales  from  the  recovering  U.  S.  market. 

After  three  devaluations  of  the  peseta 
in  the  last  nine  months,  Spain  is  running 
a  close  second  to  France  among  money 
mavens.  Bourjac  likes  Interbank,  a  mid- 


ACTION 


size  lender,  as  a  play  on  lower  interest 
rates.  But  of  all  the  Continent's  bourses, 
Switzerland  may  prove  to  be  the  biggest 
surprise.  Hans  Kaufmann,  head  of  re- 
search at  Zurich's  Bank  Julius  Baer,  sees 
cost-cutting  and  rising  foreign  earnings 
boosting  Swiss  profits  21%  this  year,  on 
top  of  a  15%  rise  in  1992.  He  recom- 
mends Union  Bank  of  Switzerland  and 
Swiss  Bank.  Others  recommend  food  gi- 
ant Nestle,  which  is 
expected  to  list  its 
shares  in  the  U.  S. 
before  long. 

Jumping  into  eq- 
uities in  Europe  is 
certain  to  test 
stockpickers'  pa- 
tience as  well  as 
their  guts.  Fortu- 
nately, Asia  and 
other  inviting  spots 
still  beckon.  This 
year  won't  be  one 
for  throwing  mon- 
ey with  abandon  at 
global  bourses.  But 
neither  will  it  be  a 


Look  to 
the  Orient  for 

the  best 
prospects.  But 
watch  out  for 
a  bump  or 
two  in  Hong 
Kong 


time  to  sit  and  wait  for  a  full-scale  global 
recovery  to  take  hold. 

By  Bill  Javetski  in  Paris,  with  Larry 
Holyoke  in  New  York  and  David  Lindorff 
in  Hong  Kong 


THERE'S  STILL  A  HINT  OF  SALSA  IN  THE  MEXICAN  MARKET 


>.f  all  the  emerging  stock  mar- 
kets around,  few  can  come 
close  to  the  showing  by  Mexico 
's'  Bolsa  de  Valoresr  Since  1991 
its  star  performer,  Telefonos  de 
ico,  appreciated  261%  as  tens  of 
?ands  of  Americans  and  other  for- 
srs  snapped  up  its  shares.  But 
has  been  anything  but  a  sure  win. 
\  worries  .over  a  slowing  econo- 
nd  Washington's  foot-dragging  on 
wing  the  North  American  Free 
e  Agreement,  Telmex  has  fallen 
since  January.  With  the  phone  gi- 
iccounting  for  a  third  of  the  Bol- 
,  value,  Telmex'  drop  has  pushed 
lexican  market  down  11%. 
t  many  pros 'refuse  to  abandon 
I  They  maintain  that  U.  S. -Mexico 
j  will  expand  even  without  NAFTA 
hat  President  Carlos ;  Salinas  de 
iri's  sweeping  economic  reforms 
ontinue  to  generate  promising  re- 
fer anyone  willing  to  stick  it  out 
le  medium  to  long  term.  Indeed, 
|  larket's  recent  drop  has  brought 
issues  back  to  sensible  levels. 
Telmex.  Salinas'  tight-money  pol- 
s  expected  to  hold  economic 
th  to  2.2%  this  year  and  limit 
?x'  earnings.  But  that  hasn't 


short-circuited  its  plan  to  link  major 
cities  with  fiber  optics.  Telmex  now 
trades  at  a  price-earnings  ratio  of  8, 
less  than  half  that  of  American  Tele- 
phone &  Telegraph  Co.  "It's  a  great 
value,"  argues  Morgan  Stanley  &  Co. 
analyst  Mickey  M.  Schleien. 
weaker  peso?  Such  optimism  should 
still  be  regarded  with  caution.  New 
reversals  could  occur  in  coming  months 
if  Congress  kills  nafta.  That  could 
prompt  investors  to  pull  billions  out 
of  Mexican  markets.  Some  say  Salinas 
then  might  have  to  cave  in  to  demands 
from  business  for  a  devaluation  of  the 
peso  to  bolster  exports.  But  Salinas  is 
unlikely  to  take  such  action.  Devalua- 
tion might  stymie  his  plans  to  reduce 
inflation  and  spook  investors  even 
more  than  would  rejection  of  NAFTA. 


EVEN  WITH  WORRIES 
ABOUT  NAFTA,  PROS 
SAY  SALINAS'  RE- 
FORMS WILL  BUOY 
THE  BOLSA 


"The  government  has  put  a  lot  into 
developing  international  confidence," 
says  economist  Jonathan  Heath  of 
Mexico  City-based  consultants  Macro 
Asesoria  Economica.  "Devaluation 
would  create  a  big  credibility  gap." 

With  money  tight  at  home,  most  an- 
alysts recommend  sticking  to  blue 
chips  that  can  raise  cash  abroad. 
Among  them:  cement  producers  Apas- 
co  and  Cementos  Mexicanos.  Another 
favorite  is  Empresas  ICA,  an  engineer- 
ing group  in  the  thick  of  road  and  air- 
port privatizations.  But  with  a  presi- 
dential election  looming  next  year, 
Goldman,  Sachs  &  Co.  analyst  Jorge 
Mariscal  thinks  Salinas  may  soon  cut 
interest  rates  and  raise  government 
spending  modestly.  That's  already 
drawing  cash  to  Cifra,  Mexico's  biggest 
retailer.  It  has  a  joint  venture  with 
Wal-Mart  Corp.  and,  analysts  say,  is 
expected  to  grow  three  times  as  fast 
as  the  overall  economy. 

If  Congress  defies  the  skeptics  and 
quickly  approves  NAFTA,  even  more 
money  may  flood  the  Bolsa.  For  some 
investors,  Mexico's  economic  rebirth 
remains  too  powerful  a  lure  to  ignore. 

By  Geri  Smith  in  Mexico  City,  with. 
William  Glasgcdl  in  New  York 


MAYBE  IT'S  LAST  CALL, 

BUT  THE  BOND  PARTY  ISN'T  OVER  YET 


Good,  safe  paper  is  still  around,  and  for  long  bonds,  the  time  to  buy  is  now 


All   in  all,  the 
bond  market 
has    had  a 
good  ride  in 


1993  thus 
far.   But  it 
enters  the 
second  half 
nervously.  In  the  first  half,  low- 
inflation,  low  interest  rates,  and 
the  Clinton  Administration's 
budget-reduction  plan  ignited  a 
bond  rally.  Then  a  surge  in  infla- 
tion numbers  threw  a  chill  into 
the  market. 

The  bond  rally  may  be  end- 
ing, yet  few  believe  a  rout  is 
under  way.  Most  savants 
think  the  lackluster  economic 
recovery  will  hold  inflation 
close  to  last  year's  2.9%.  Says 
Martin  J.  Mauro,  senior  econ- 
omist at  Merrill  Lynch  &  Co.: 
"Inflation  won't  be  the  problem 
it  may  appear  to  be." 

Absent  any  more  scary  inflation  sta- 
tistics, the  best  guess  is  that  the  bond 
market  will  move  sideways  for  the  rest 
of  the  year.  The  small  inflationary  up- 
tick,  though,  should  lift  short-term 
Treasury  rates  a  bit— the  Federal  Re- 
serve has  indicated  it's  leaning  this 
way— while  longer  maturities  will  likely 
ease  (chart I.  Chief  reason:  To  save  on 
interest  outlays,  the  Administration  is 
halving  long-bond  issuance.  A  scarcer 
supply  of  the  bellwether  30-year  issues 
means  higher  prices,  hence  lower  yields. 
LADDER-BUILDING.  So  the  best  advice  is. 

if  you  want  to  invest  in  long  Treasuries, 
don't  delay.  Investors  who  are  leery 
about  interest-rate  volatility  might  con- 
sider a  popular  strate- 
gy called  a  "bond  lad- 
der." To  build  a  ladder, 
divvy  up  your  principal 
equally  among  Treas- 
uries with  maturities 
ranging  from  one  year 
(now  yielding  3.6%)  to 
10  years  (6.1%).  When 
a  bond  matures,  simply 
roll  it  over  into  a  new 
issue.  Over  10  years, 
you'll  earn  as  much  in 
interest  as  if  you  had 
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tied  up  the  money  in  a  five-year  note 
(5.3%).  And  if  some  other  need  crops 
up,  such  as  paying  a  big  unexpected 
bill,  you'll  have  a  yearly  stream  of  ma- 
turing principals. 

A  hot  product  in  fixed-income  land 
lately  has  been  municipal  bonds  (page 
135).  Their  appeal  is  summed  up  in  two 
words:  "tax"  and  "exempt."  Despite  the 
ups  and  downs  of  Bill  Clinton's  econom- 
ic proposals,  there's  a  strong  likelihood 
that  income  taxes  will  go  up.  Muni 
bonds'  performance  may  have  peaked, 
but  investors  will  likely  continue  to  put 
money  into  tax-exempt  securities. 

For  the  yield-hungry,  the  once  and 
future  king  is  junk.  These  bonds  cur- 
rently fetch  an  average 
of  9.8%,  according  to 
Donaldson,  Lufkin  & 
Jenrett  ■  Securities 
Corp.  While  that's  noth- 
ing like  the  double-digit 
yields  seen  as  recently 
as  last  year,  it's  still  a 
nice  three  percentage 
points  more  than  com- 
parable Treasuries.  De- 
fault risk,  the  big  fear 
of  junk  investors,  has 
lessened  as  the  recov- 


3-M0NTH  TREASURY  BILL 


ery  progresses.  "Debt-ser\ 
pabilities  for  junk  bonds  a 
ting  better  all  the  time," 
King  D.  Penniman,  head  of 
research  at  Duff  &  Phelps 
Investment  Research  Co 

Market  sectors  are  impo 
in  junk,  just  as  with  equiti 
rosier  outlook  for  natural  ga 
raised  the  price  of  longer 
bonds  of  Arkla  Inc.  Federal 
to  reregulate  cable  TV,  th 
have  kept  down  prices  on 
phia  Communications  Corp. 
of  similar  maturities.  Adelp' 
the  better  choice.  The  Cou 
port  (Pa. I  company's  bonds 
more,  and  they  entail  les 
fault  risk  than  in  years  pa: 
on  the  wane.  Investment- 
corporate  bonds  are  a  safer 
But  the  improving  econom; 
narrowed  the  yield  spreai 
tween  corporates  (some  of 
will  default  anyway  I  and  compa 
Treasuries  (which  never  do)  to 
one  point,  vs.  1.6  points  a  year 
"Spreads  aren't  wide  enough  to 
risk,"  says  Hugh  A. 
Johnson  Jr.,  chief 
economist  at  First 
Albany  Corp. 

Mortgage-backed 
securities  also  have 
a  ho-hum  spread. 
These  are  pools  of 
mortgages  that  the 
Government  Na- 
tional Mortgage 
Assn.  and  other 
federal  entities 
guarantee  or  in- 
sure. With  interest 
rates  steady,  the 
boom  in  home-refi- 
nancing will  wane. 
That's  good  for  mortgage  bondholcT 
they'll  stand  less  chance  of  getting^ 
chunk  of  their  principal  back  earlj 
With  interest  rates  as  low  as|l 
likely  will  go,  bond  investing  reci 
more  work.  But  if  inflation  rem;!! 
paper  tiger,  there's  little  chance  0 
get  bitten  by  buying  bonds. 

By  Larry  Light,  with  Kelley  HolU 
New  York 
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ILL  GLOWING  STRONG, 
UT  NOT  RED-HOT 


icipal-bond  offerings  are  everywhere — and  that  could  crimp  returns 


Investors  who  loaded 
up  on  municipal  bonds 
early  this  year  have 
plenty  to  cheer  about. 
Prices  have  risen 
sharply,  as  yields  have 
dropped  as  much  as 
half  a  percentage  point. 
,  the  outlook  for  interest  rates  is 
osy  than  it  was  six  months  ago. 

0  that  the  prospect  of  lots  of  new 

1  and  returns,  while  likely  to  be 
ible,  could  fall.  "I  think  the  value  of 
]  bonds  bought  today  won't  go 
a  great  deal— but  it  won't  go  up  a 
deal  either,"  says  Bernie  Sehroer, 
resident  and  senior  portfolio  man- 
of  Franklin  Resources'  California 
ree  Income  Fund. 

E  after  wave."  To  be  sure,  there 
ts  of  bullish  factors  still  at  work, 
record  amounts  of  new  municipal 
have  hit  the  market— more  than 
billion  through  May  alone— in- 
■s  have  been  snapping  them  up. 
;  after  wave  of  bonds  comes  over 
11,  and  the  prices  are  holding," 
fames  Cooner,  senior  vice-presi- 
t  Bank  of  New  York  Co.  Assets  in 
ipal  bond  funds  have  rocketed 
5159  billion  at  the  beginning  of 

0  $225  billion  at  the  end  of  May 

it's  more,  muni  investors  can  look 
d  to  a  spate  of  calls  of  higher- 
g  bonds,  which  should  leave  a  lot 
d  buyers  with  cash  to  invest. 
L.  Murphy,  manager  of  five  tax- 
t  bond  funds  at  Fidelity  Invest- 
expects  to  see  $15  billion  or  more 
ds  called  July  1.  Calling  bonds 
:o  raise  prices  on  securities  that 

in  the  market 
3  investors  start 
[  for  substitute 
lents. 

1  er  taxes  should 
i  well.  Most  muni 
i»j  are  trading  at 
■  that  are  80%  to 
1  those  on  Trea- 
n  nds  of  equal  ma- 
il i.  That  means 
|  m  now,  investors 

do  well  to  buy  JAN. '92 

>al  bonds,   be-        a  billions  of  ooi 


BOOMING  MUNIS 


225 


200 


ASSETS  IN 
MUNICIPAL-BOND 
FUNDS 


cause  their  aftertax  yield  will  be  higher 
on  the  tax-exempt  securities.  And  with 
taxes  on  the  rise,  a  lot  more  investors 
will  clamor  for  munis. 

Certain  sectors  of  the  market  look 
particularly  appealing  to  the  muni  bulls. 
Fidelity's  Murphy  recommends  bonds 
with  maturities  from  10  to  15  years,  be- 
cause they  offer  yields  that  are  about 
95%  as  high  as  those  on  30-year  bonds 
but  are  less  volatile.  Other  portfolio 
managers  are  boosting  utility  revenue 
bonds  because  municipal  utilities  are 
borrowing  less  than  they  were  in  the 
1980s.  That  makes  the  remaining  secu- 
rities more  attractive.  And  a  number  of 
experts  say  insured  bonds  are  the  best 
buys,  because  investors 
can  pick  up  lots  of  safe- 
ty while  sacrificing  as 
little  as  one-tenth  of  a 
point  in  yield. 

But  there's  a  catch- 
22.  If  interest  rates 
stay  near  their  current 
low  levels,  the  flood  of 
new  issues  should  con- 
tinue, which  could  even- 
tually depress  bond 
prices.  States,  towns, 
and  school  districts  all 
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have  bonds  that  they're 
itching  to  replace  with 
lower-rate  issues  to  cut 
financing  costs,  even  if 
the  old  securities 
aren't  yet  callable. 
They  are  issuing  new 
tax-exempt  debt  and 
using  the  proceeds  to 
buy  Treasury  securi- 
ties. The  securities 
pay  enough  interest  in- 
come to  cover  the  in- 
terest payments  the 
municipalities  owe 
holders  of  the  old 
bonds,  and  they  can 
be  sold  to  pay  off 
those  investors 
when  the  old  bonds 
are  callable.  Mean- 
while, the  munici- 
palities are  left  with 
lower  interest  costs 
on  their  new  bonds. 
More  than  two-thirds  of  the  bonds  is- 
sued so  far  this  year  have  been  used 
to  refund  higher-rate  issues. 
rate  paradox.  If  rates  rise,  new-issue 
volume  should  ta- 
per off— but  munic- 
ipal-bond prices  are 
still  likely  to  fall. 
Muni  prices  tend  to 
move  in  tandem 
with  rates  on  gov- 
ernment bonds, 
and  while  experts 
think  they'll  decline 
more  slowly— what 
with  the  increased 
appeal  of  tax-free 
investments  if  fed- 
eral taxes  rise— no 
one  doubts  the 
overall  direction. 
Mindful  of  the 


ACTION 


Best  bet: 
Insured  munis 
maturing  in 
10  to  15 
years  for  a 
good  mix  of 
yield  and 
safety 


interest-rate  paradox,  a  growing  number 
of  experts  see  little  chance  of  avoiding 
ho-hum  returns  on  muni  investments  for 
the  rest  of  1993.  But  no  one's  suggesting 
that  investors  abandon  the  market.  Mu- 
nis will  remain  one  of  the  last,  best  shel- 
ters from  Uncle  Sam's  rising  financial 
demands. 

By  Kelley  Holland  in  New  York 
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FUNDS  ARE  ROBUST, 
BUT  ARE  THEY  RESILIENT? 


Yes,  but  it's  tougher  than  ever  to  pick  the  winners 


It's  a  pattern  you  can 
almost  put  money  on: 
Sooner  or  later,  even 
the  doggiest  perform- 
ers will  eventually  be- 
come stars.  Cases  in 
point  for  the  first  half 
of  1993:  gold  and  Japan 
mutual  funds,  the  biggest  losers  of  1992, 
have  turned  into  big  winners.  Precious 
metals  funds  made  up  most  of  the 
top  35  list,  sporting  a  lustrous 
55.4%  gain  through  June  4. 
Stock  funds  that  invest  in 
Pacific  Basin  countries,  es- 
pecially Japan,  posted  a 
stellar  28.7%.  The  rags- 
to-riches  process  also 
works  the  other  way. 
The  biggest  losers  this 
year,  health-care  and  bi- 
otechnology funds,  now 
in  the  middle  of  their  sec- 
ond disastrous  year, 
topped  the  charts  from 
1989  to  1991. 

Overall,  equity-fund  man- 
agers-and  bond  managers- 
have  acquitted  themselves 
quite  well  so  far  in  1993, 
though  cloudy  prospects 
for  the  economy  and 
worries  of  higher  inter- 
est rates  could  chill 
their  record  for-  the  rest 
of  the  year.  The  diver- 
sified U.  S.  equity  funds 
delivered  a  total  return, 
through  June  4,  of  4.38%, 
roughly  equal  to  the  Stan- 
dard &  Pooi-'s  500-stock  index.  That  was 
better  than  all  of  1992,  when  the  aver- 
age equity  fund  was  up  6.54%,  according 
to  Morningstar  Inc. 

RIM  RUNNERS.  Stock  funds  racked  up 
bigger  gains  than  bond  funds.  Taxable 
bond  funds,  which  include  government, 
corporate,  and  international  categories, 
were  up  an  average  4.48%.  Tax-free 
bond  funds  did  even  better,  with  5.48%.. 

With  such  robust  returns,  mutual 
funds  attracted  inflows  well  ahead  of 
last  year's  record  levels.  According  to 
the  Investment  Company  Institute,  equi- 
ty funds  enjoyed  a  net  cash  flow  of  $41.8 
billion  in  the  first  four  months  of  1993, 


vs.  $77.8  billion  for  all  of  1992.  Bond 
funds  collected  $39.9  billion  through 
April,  vs.  $93.3  billion  for  all  of  1992. 
Because  of  their  popularity  as  tax  shel- 
ters in  the  face  of  possible  Clinton  tax 
hikes,  tax-exempt  funds  attracted  $15.3 
billion,  double  that  of  the  similar  period 
in  1992. 

Long-moribund  precious-metal  funds 
scooped  up  some  $660  million  in  the  first 


four  months  of  this  year,  compared  with 
an  outflow  of  $137  million  in  the  same 
period  last  year.  Hut  don't  let  that  spec- 
tacular performance  seduce  you  into 
buying  them.  Gold  may  well  be  a  mere 
flash  in  the  pan.  Despite  a  brilliant  quar- 
ter or  two  along  the  way,  gold  funds 
have  been  up  a  little  over  1%  in  the 
past  five  years.  The  high-flying,  gold- 
oriented  Lexington  Strategic  Invest- 
ments Fund,  the  first  half's  No.  1  fund, 
was  up  181.82%.  But  it  was  the  worst 
performer  in  1992,  down  almost  60%. 

A  better  bet  than  gold  might  be 
funds  that  invest  in  Pacific  Basin  coun- 
tries. Many  Pacific  funds  are  heavily 


weighted  toward  Japanese  stocks.! 
the  Nikkei  began  a  stellar  reboj 
March,  these  funds  were  well-posi 
to  catch  the  wave.  For  example,  t| 
mura  Pacific  Basin  Fund  was  9 
Japanese  stocks  at  the  end  of  thj 
quarter,  which  produced  a  healtlj 
rise.  The  rest  of  the  fund  was  I 
other  countries,  including  AuJ 
Hong  Kong,  and  Malaysia.  Exji 
see  "a  gradual  recovery! 
Japanese  economy  an 
gradual  appreciation! 
stock  market,"  sal 
ruo  Sawada,  pet 
managers  for  the  I 
ra  Pacific  Basin  j 
Of  course,  puj 
Japan  funds  soarfl 
more,  thanks  not  | 
the  booming  Nikl 
also  to  a  stronger  1 
far  this  year  the  Ja 
market  index  was  i| 
while  the  yen  apprl 
17%  against  the  doll 
since  the  Japanese  I 
is  still  so  battered! 
45%  from  its  1989  1 
high-there  may  hi 
to  go.  "It's  too  oJ 
to  expect  the  J.1 
market  to  do  ag£|! 
it  has  just  don« 
David  Warren,  M 
lio  manager  of  I 
Rowe  Price  Japa« 
which  was  up  33%.B 
the  next  18  monthsB 
should  be  reasonable  M 
nity  to  make  money  by  buying  an 
sectors." 

UNDERGROUND  ACTION.  Europ* 

other  area  that  may  do  well  gdH 
ward.  Through  June  4,  EuropeA 
funds  were  up  8.33%.  Right  nom 
recession  is  ending,  rates  areB 
down,  and  stocks  aren't  too  pricK 
rope  is  still  a  good  story.  TB 
where  the  U.  S.  was  two  yeaiw 
says  John  Rekenthaler,  editoil' 
Momingxtar  Mutual  Funds  new.'li 
Natural-resource  funds  are  ft 
big  winner  so  far  this  year.  El' 
may  already  lie  topping  out.  TYiki 
age  18%-  gain  was  achieved  alr>s 
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in  the  first  quarter  and  was  pro- 
,  by  the  recovery  in  natural-gas 
i  and  improved  earnings  thanks  to 
fitting  at  natural-gas  companies. 
ranguard  Specialized  Energy  Fund, 

rose  34.46%,  was  60%  in  natural- 
Htipanies,  30%  in  crude-oil  produc- 
pipanies,  and  10%  in  refining  com- 
;.  '"Things  in  the  second  half  will  be 
r  than  the  first  half,"  with  this  sec- 
sing  more  in  line  with  the  rest  of 
arket,  says  Ernst  H.  von  Metzsch, 
nans  the  Vanguard  Energy  Fund, 
e  believes  a  recovery  in  the  world 
my  will  have  a  positive  impact  on 
d  gas  demand. 

king  a  big  bet  on  energy  was 
or  reason  the  massive  Fidelity  Ma- 
i  Fund  turned  in  a  hefty  15.46% 
n.  After  taking  a  huge  position 
irgy  stocks,  such  as  Baker  Hughes 
Bchlumberger,  manager  Jeffrey 
has  moved  into  such  natural-gas 
5  as  Burlington  Resources  and  Un- 
v/hich  he  believes  will  be  hot 
le  next  few  years.  Vinik's  other 
et  is  semiconductors.  His  biggest 
ons  are  Texas  Instruments  and 
'ola.  Texas  Instruments  has  gone 
%  since  Jan.  1,  while  Motorola  rose 

riders.  Although  bond  funds,  espe- 
corporate  and  government  ones, 

off  in  the  first  half  of  1993,  some 
taxable  bond-fund  categories  remain 
iternational  funds,  for  instance,  were 
average  of  8.12%,  while  junk-bond 
rose  an  average  9.57%. 
ni  funds  got  a  lot  of  attention  from 
§rs  due  to  the  chance  of  a  tax  hike, 
jmember,  even  though  muni  bond 
don't  use  the  word  "long"  in  their 

their  portfolios  consist  mainly  of 

with  20-year  maturities.  Morn- 
r's  Rekenthaler  estimates  if  rates 
;o  go  up  1%,  investors  would  lose 

their  principal. 

A  better  bet  for 
risk-averse  savers  is 
intermediate  muni 
funds,  with  7-  to  10- 
year  maturities. 
Their  4.5%  to  5% 
returns  are  below 
those  of  regular 
muni  funds.  "You 
give  up  roughly 
1  percentage  point 
by  going  to  interme- 
diate muni  funds, 
but  you  will  prob- 
ably halve  your  vol- 
atility," explains 
Rekenthaler. 

Volatility  is  a  big 
cation  in  this  year's  uncertain  econ- 
ut  focusing  your  investments  and 
ig  some  volatility  may  be  the  only 
u  can  beat  the  averages. 
eah  Nathans  Spiro  in  New  York 
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1993's  BEST  RETURNS 

 >  Totol  return* 

LEXINGTON  STRATEGIC  INVESTMENTS  18182% 

UNITED  SERVICES  GOLD  SHARES  8168 

VAN  ECK  INTERNATIONAL  INVESTORS  74.45 

FIDELITY  SELECT  PRECIOUS  METALS/MIN.  64.24 

BULL  &  BEAR  GOLD  INVESTORS  63.95 

DFA  JAPANESE  SMALL  COMPANY  6186 

METLIf E-STATE  STREET  GLOBAL  ENERGY  58.99 

VANGUARD  SPEC.  GOLD/PREC.  METALS  58.43 

VAN  ECK  GOLD/RESOURCES  58.40 

THOMSON  PREC.  METALS  &  NAT.  RES.  B  58.27 

BLANCHARD  PRECIOUS  METALS  57.59 

LEXINGTON  GOLDFUND  57.57 

CAPSTONE  NIKKO  JAPAN  56.12 

KEYSTONE  PRECIOUS  METALS  HOLDINGS  55.53 

EXCEL  MIDAS  GOLD  SHARES  54.04 

BENHAM  GOLD  EQUITIES  INDEX  5L92 

FINANCIAL  STRATEGIC  GOLD  5L66 

IDS  PRECIOUS  METALS  50.72 

FRANKLIN  GOLD  49.06 

FIDELITY  SELECT  AMERICAN  GOLD  48.79 

USAA  INVESTMENT  GOLD  .  48.50 

PIONEER  GOLD  SHARES  47.81 

UNITED  SERVICES  WORLD  GOLD  46.34 

EQUITY  STRATEGIES  45.94 

LEXINGTON  STRATEGIC  SILVER  44.78 

UNITED  GOLD  &  GOVERNMENT  42.15 

VANGUARD  INTL  EQUITY  INDEX  PACIFIC  4167 

FIDELITY  SELECT  ENERGY  SERVICE  4151 

SHEARSON  PRECIOUS  METALS  &  MIN.  A  40.12 

MACKENZIE  CANADA   39.68 

SCUDDER  GOLD  37.66 

OPPENHEIMER  GOLD  &  SPECIAL  MIN,  36.27 

VANGUARD  SPECIALIZED  ENERGY  34.46 

MFS  LIFETIME  GOLD  &  NAT.  RESOURCES  34.43 

DFA  PACIFIC  RIM  SMALL  COMPANY  34.20 


1993  s  WORST  RETURNS 

Total  return* 

FINANCIAL  STRATEGIC  HEALTH  SCIENCES  -18.29% 
FIDELITY  SELECT  MEDICAL  DELIVERY  -18.12 
PROGRESSIVE  AGGRESSIVE  GROWTH  -15.91 
JOHN  HANCOCK  FREEDOM  GLOBAL  RX  -14.94 
FIDELITY  SELECT  BIOTECHNOLOGY  -12.39 
FINANCIAL  STRATEGIC  ENVIRONMENTAL  -1197 
MORGAN  STANLEY  EMERGING  GROWTH  -1159 
FIDELITY  SELECT  HEALTH  CARE  -1135 
SKYLINE  VALUE  -10.86 
DEAN  WITTER  CAPITAL  GROWTH  SECS.  -10.86 
PASADENA  GROWTH  -10.71 
G.T.  GLOBAL  HEALTH  CARE  A  -10.67 
ROBERTSON  STEPHENS  EMERGING  GR.  -9.96 
OPPENHEIMER  GLOBAL  BIO-TECH  -8.95 

YACKTMAN   -8.84 

RAINBOW  -7.88 
FLAG  INVESTORS  QUALITY  GROWTH  -7.74 
BEACON  HILL  MUTUAL  -7.65 
G.T.  AMERICA  GROWTH  A  -7.36 
SOCIETY  EARNINGS  MOMENTUM  EQUITY  -7.13 
REYNOLDS  BLUE  CHIP  GROWTH  -6.97 
PAINEWEBBER  DIVIDEND  GROWTH  A  -6.75 
PUTNAM  HEALTH  SCIENCES  A  -6.74 
VOYAGEUR  GROWTH  STOCK  -6.14 
VANGUARD  U.S.  GROWTH  -5.99 
MERRILL  LYNCH  HEALTHCARE  A  -5.96 
STATE  BOND  PROGRESS  -5.91 
BLANCHARD  AMERICAN  EQUITY  -5.81 
EATON  VANCE  GROWTH  -5.77 

SCUDDER  QUALITY  GROWTH  -5.67 

SHEARSON  SMALL  CAPITALIZATION  A  -5.65 
STEINROE  STOCK  -5.59 
PRUDENT  SPECULATOR  LEVERAGED  -5.51 
EATON  VANCE  SPECIAL  EQUITIES  -5.45 
PRINCIPAL  PRES.  DIVIDEND  ACHIEVERS  -5.24 


HOW  THE  BIG  FUNDS  FARED 

Assets** 

Billions 

Total 
return* 

Assets** 

Billions 

Total 
return* 

FIDELITY  MAGELLAN 

$24.83 

15.46% 

INCOME  FUND  OF  AMERICA  $7.80 

6.44% 

INVESTMENT  COMPANY 

16.90 

4.54 

VANGUARD  INDEX  500 

7.40 

4.50 

OF  AMERICA 

JANUS 

7.28 

3.64 

WASHINGTON  MUTUAL 

1114 

7.73 

FIDELITY  PURITAN 

6.72 

13.22 

INVESTORS 

VANGUARD/WELLINGTON 

6.37 

6.83 

VANGUARD/WINDSOR 

9.76 

10.05 

VANGUARD/WINDSOR  II 

6.29 

6.41 

HOW  THE  FUND  GROUPS  FARED 

SPECIALTY  -  PRECIOUS  METALS 

i5.39% 

ASSET  ALLOCATION 

6.78% 

PACIFIC  STOCK 

28.65 

SPECIALTY  -  FINANCIAL 

6.02 

SPECIALTY  -  NATURAL  RESOURCES 

21.43 

MAXIMUM  GROWTH 

5.75 

FOREIGN  STOCK 

15.78 

BALANCED 

4.93 

WORLD  STOCK 

1138 

GROWTH  &  INCOME 

4.69 

SPECIALTY  -  TECHNOLOGY 

10.39 

SMALL  COMPANY 

4.27 

SPECIALTY  -  MISCELLANEOUS 

7.99 

GROWTH 

3.70 

SPECIALTY  -  UTILITIES 

8.79 

SPECIALTY  -  HEALTH  CARE 

-8.55 

EUROPE  STOCK 

8.33 

U.S.  DIVERSIFIED  EQUITY 

4.38 

INCOME 

7.96 

EQUITY  FUNDS 

7.84 

EQUITY-INCOME 

6.85 

S&P  500-STOCK  INDEX 

4.53 

"Appreciation  plus  reinvested  dividends  and  capital  gains  12731/92-6/4/93 
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8N  THE  PROPERTY  MARKET, 

IT'S  TWO  STEPS  UP,  ONE  STEP  DOWN 

Housing  sales  are  near  a  six-year  high,  but  office  rentals  are  in  the  basement 
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Life     after  death? 
That's   what  it's 
starting  to  look 
like     for  the 
bloodied  and 
battered  real  es- 
tate industry. 
The  market  for 
new  single-family  houses  roared 
back  in  April,  with  sales  close  to 
their  six-year  high.  And  while  the 
commercial  sector  is  still  deeply 
depressed,  vacancies  and  rental 
rates  seem  to  have  stabilized  in 
many  regions. 

The  best  news  in  the  real  es- 
tate market  can  be  summed  up 
in  a  word:  REITs.  Real  estate  in- 
vestment trusts— pools  of  prop- 
erties that  trade  as  stocks- 
spent  most  of  the  year's  first 
half  tearing  up  the  charts  and 
making  developers,  investment 
bankers,  and  yield-starved  real  es- 
tate investors  very  happy.  Year-to-date, 
equity  (property-owning)  REITs,  now 
yielding  an  average  6.4%,  have  outper- 
formed the  broader  market,  racking  up  a 
14.4%  return,  vs.  a  Standard  &  Poor's 
500-stock  index  total  return  of  4.5%,  as 
of  June  4. 

FAST  EXIT?  REITs  have  run  into  some  bad 
weather  recently.  After  racing  up  al- 
most 20%  as  of  the  end  of  March,  the 
National  Association  of  Real  Estate  In- 
vestment Trusts'  (NAREIT)  share  price 
index  for  equity  REITs  has  given  up 
about  6%  of  that  gain,  and  in  some  indi- 
vidual stocks,  much  more.  Concerns  over 
lower-quality  offerings  in  the  pipeline 
are  rife.  The  specter  of  higher  short- 
term  interest  rates  has  also  given  some 
investors  the  jitters.  But  real  estate  an- 
alysts say  the  recent  setback  is  a 
healthy  correction.  "The  REIT  market 
probably  overheated  in  the  first  quarter 
and  has  backed  off  to  more  reasonable 
levels,"  says  S.  Michael  Giliberto  of  Sal- 
omon Brothers  Inc. 

With  a  total  of  $8  billion  in  offerings 
projected  for  1993,  though,  investors 
should  approach  REITs  with  greater  cau- 
tion. A  good  first  step  is  looking  into 
who  is  managing  the  REIT's  properties. 
"Our  industry,  all  of  a  sudden,  is  no  dif- 
ferent from  high  tech,  from  steel,  from 


autos,"  says  Mark  0.  Decker,  president 
of  Washington-based  NAREIT.  "You're 
buying  successful  management.  That's 
where  an  investor's  efforts  should  go: 
Who  are  these  guys?  And  what's  their 
motivation  to  go  public?  If  it's  an  exit 
strategy,  you  don't  want  any  part  of  it." 

On  the  home  front,  there's  mixed 
news.  Sales  of  new  single-family  houses 
jumped  23%  in  April.  While  that's  an 
impressive  increase,  one  month  does  not 
a  trend  make,  says  Keith  T.  Gumbinger, 
an  analyst  at  HSH  Associates,  a  mort- 
gage-information provider  in  Butler,  N.  J. 
In  March,  for  example,  sales  were  down 
5%.  Says  Gumbinger:  "It's  not  the  begin- 
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ning  of  a  sales  boom  bj 
means." 

As  for  owners  of  existind 
es,  well,  it's  not  time  to  d 
moving   van.   In  April, 
dropped  2.7%,  to  a  3.5  mill! 
nual  rate,  down  from  a  Ded 
high  of  4  million.  And  whi 
average  30-year  fixed-rate 
gage  was  7.56%  as  of  June  4| 
from  7.62%  a  week  earlien 
lysts  worry  about  a  rise  in 
term  interest  rates.  Guml 
expects  the  rates  to  staj 
narrow  range  for  the  su] 
but  he  cautions  that  e 
slight  rise  in  rates  could 
the  little  growth  we  hj 
housing." 

BIG  BRUSH.  After  years  d 
fall,   commercial   real  I 
seems  to  have  hit  bottom.  I 
rates  in  most  markets  ha] 
least  stabilized,"  says  Arthur 
rante  II,  president  of  Cushman  & 
field  Inc.  The  exceptions:  downt 
fice  markets  in  Chicago,  Los  A 
and  New  York.  Sa- 


lomon's Giliberto 
says:  "Nationally, 
vacancies  have 
peaked  and  are  on 
their  way  clown." 
Two  years  from 
now,  he  adds,  va- 
cancy rates  "will 
probably  be  17%  to 
18%,"  vs.  the  cur- 
rent 20%. 

No  one  expects 
real  estate  to  come 
roaring  back  soon. 
With  the  economic 
recovery  moving 
slowly,  demand  for 
real  estate  will  be  weak.  "The  ke|p< 
is  that  the  fundamentals  in  empjjfl 
and  on  the  supply  side  appear  to  ]v 
nally  turned  the  corner,"  says  (lit 
to.  "That  doesn't  mean  that  evert* 
is  out  of  the  woods,  but  the  bigftt 
brush  is  no  longer  downward."  I 
industry  whose  vital  signs  haw* 
been  virtually  imperceptible,  th£|S! 
most  auspicious  development  in  ;w 
/,'iy  Sitzmnif  [VdoIIc/i  in  N't 
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Our  Competitors  Are  So 
Confident  Of  Their  Products, 
They  Guarantee  Them  To  Last 

A  Third  As  Long  As  Ours. 


3  YEAR  WARRANTY 

All  COMPAQ  Computers* 


1  YEAR  WARRANTY 

IBM  PS/ValuePoint  and  PS/1 


[flf     l-.l    1    J    i  lofKffHfl*  )-I 


YEAR  WARRANTY 

All  Packard  Bell  Computers 


1  YEAR  WARRANTY 

All  Dell  Computers 


there's  a  common  misconception  to- 
day that  computers  are  all  alike.  That 
they're  made  from  the  same  compo- 
nents. That  a  hox  is  a  box  is  a  box. 

Well,  here  at  Compaq,  we  have  over 
9,000  employees  who  could  tell  you 


why  all  PCs  are  not  the  same. 

That  there  are  important 
differences  in  quality.  And  re- 
liability. And  compatibility. 

That,  in  the  end,  COMPAQ 
computers  are  designed  to  help 
you  get  more 
done  with  few- 
er problems. 
But  we  also 

The  COMPAQ_Prol.mca,  and  all  our 

know  that  this    atlo;Jdhlc  comP»ters-  f«*»" 

performance  processors  from  Intel 

could  sound  like  an  empty  ad- 
vertising promise  if  we  didn't 
back  it  up.  So  we  do. 

Because  unlike  others  who 
charge  for  extended  coverage, 
all  ol  our  affordablv  priced 
PCs  include  a  3  year  warranty  with  one 
year  of  on-site  servicer  Free. 

And  only  a  company  that  offers  a  bet- 
ter product  can  offer  a  better  guarantee. 
For  a  reseller  near  you,  please  call  us 

at  1-800-345-1518.  COMPAQ 


©  1995  Compaq  Computer  Corporation  All  Rights  Reserved  COMPAQ  registered  U  S  Patent  and  Trademark  Office  Product  name*  mentioned  herein  ma\  he  trade 
marks  and/or  registered  trademarks  of  their  respective  companies  The  Intel  Inside  logo  is  a  registered  trademark  of  the  Intel  Corporation  *All  monitors  shown  are  cov- 
ered by  a  one  year  warranty  For  further  details  on  our  limited  warranty,  contact  the  Compaq  Customer  Support  Center  **This  service  is  provided  hy  Contracted  Service 
Providers  and  mav  not  he  available  in  certain  geographic  lot  atinns  Certain  restrictions  anil  exclusions  apply. 


'recious  Metals 


A  BURST  OF  GLORY 
FOR  GOLD 


It's  on  a  roll  and  may  well  keep  climbing — for  now.  But  the  long-term  outlook  doesn't  glitter 
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For  years  now,  gold 
bugs  have  formed  a 
sort  of  religious  cult. 
Almost  as  an  article 
of  faith,  they  knew 
gold  prices  would 
soon  come  bouncing 
back.  They  stuck  to 
their  guns  even  in  the  face  of  excess 
supply,  large-volume  sales  by  Russia, 
and  low  inflation. 

Well,  gold  is  on  a  tear— up  $45  an 
ounce,  to  $374,  in  less  than  three 
months,  and  the  gold  bugs  are  ec- 
static. Not  only  has  the  price  reached 
a  two-year  high,  but  it  also  seems 
destined  for  greater  glories.  But  how 
high  is  up?  While  gold  bugs  see  $400 
as  the  next  step  of  a  long  climb,  more 
dispassionate  analysts  say  the  $400  lev- 
el by  yearend  is  more  the  ceiling  than 
the  floor.  Even  so,  that  would  be  a  7% 
rise  from  today's  price  and  a  12.4%  gain 
from  yearend. 

TOUCH  AND  GO.  The  bullish  case  for  gold 
arises  mainly  from  reduced  production  in 
Russia  and  South  Africa,  increased  de- 
mand from  China  and  India,  and  a  re- 
born credibility  among  investors.  Part  of 
that  new  appeal  is  the  fear  that,  as  the 
economy  improves,  infla- 
tion will  pick  up  speed. 
But  most  analysts  see  no 
signs  of  a  major  surge  in 
inflation. 

So  investors  shouldn't 
get  too  carried  away  with 
gold.  Before  it  reaches 
$400  an  ounce,  the  metal 
is  probably  in  for  a  few 
months  of  touch-and-go 
trading.  "The  price  was 
running  up  too  fast,  too 
soon,"  says  Ian  MacDon- 
ald,  an  analyst  at  Credit 
Suisse  First  Boston.  The 
upshot'?  Through  much  of 
the  summer,  when  de- 
mand normally  ebbs, 
watch  for  gold  to  trade 
somewhere  in  a  range  be- 
tween $360  and  $386  an 
ounce. 

Selling  by  governments 
and  central  banks  will  be 
critical  to  the  gold  mar- 
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GOLD  MAKES  A 
SWIFT  ASCENT. 
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ket.  Russia  is  not  expected  to  remain  a 
seller,  since  the  impoverished  country 
is  believed  to  have  sold  as  much  as  95% 
of  its  supply  during  the  economic  hard- 
ships of  the  past  three  years.  And  al- 
though large  Canadian  sales  are  contin- 
uing this  year,  selling  by  other  central 
banks  has  fallen  off.  Belgium  and  the 
Netherlands,  which  unloaded  more  than 
600  metric  tons  last  year  to  support 
their  currencies,  have 
since  reduced  activity. 
But  some  analysts  think 
that  if  prices  climb  above 
$400,  the  central  banks 
may  cut  off  the  rally  by 
starting  to  sell  again. 

As  always,  gold  prices 
are  strongly  affected  by 
supply-and-demand  fun- 
damentals—and the  sup- 
ply picture  is  tight,  just 
as  demand  is  picking  up. 
Consumption  rose  last 
year,  to  78  million  ounc- 
es, up  fi  >m  53  million 
ounces  in  1987,  when  gold 
topped  $5  )0  an  ounce. 
Since  Russ<  in  production 
has  ground  to  a  halt  and 
South  African  production 
is  below  normal  levels, 
consumption  should  ex- 
ceed production  by  50%, 
a  very  favorable  sign  for 
prices.  Gold  bugs  argue 
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that  the  price  will  get  a  further  j 
if  President  Clinton's  economic 
cies  lead  to  inflation.  Such  exi 
tions  made  gold  stocks  stellar 
formers  so  far  this  year,  goldl 
say.  High-profile  moves  by  maB 
investors  such  as  George  Sorosl 
made  gold  a  hot  investment  I 
"People  who  haven't  ever  look 
gold,  or  haven't  looked  at  it  for  5 
years,  are  suddenly  very  intert 
says  Lucille  Palermo,  manager 
Van  Eck  Gold/Resources  Fund. 
short  joyride.  Gold  isn't  tht 
metal  on  the  rise  lately.  Silver! 
17.6%,  to  $4.40  an  ounce,  and 
num.  has  climbed  10.2%,  to  $3 
ounce.  If  gold  keeps  on  rising, 
and  platinum  will  follow  suit, 
bouncing  off  20-year  lows,  has 
up  smartly  in  sympathy  with  gold 
outgaining  it.  Silver  production 
low  normal  levels,  and  industri 
mand  could  pick  up  as  the  ecc 
strengthens.  But  silver  could  move 
just  as  quickly  if  the  gold  marke; 
the  jitters. 

Will  the  joyride  continue?  Th 
low  metal  has  led  investors  on 
journeys  before.  Since  crashing 
$875  an  ounce  in  January,  1980 
has  twice  rallied  more  than  70%— i 
and  1985-only  to  fall  back.  Both 
were  cut  short  by 
a  decline  in  infla- 
tion. This  time,  pro- 
duction shortfalls 
may  keep  gold  ris- 
ing. But  that's  a 
fact  traders  have 
already  figured  into 
the  equation,  and 
gold  hasn't  moved 
above  $400. 

In  the  final  anal- 
ysis, as  always, 
only  a  sharp  rise  in 
inflation  can  send 
gold  skyward.  And 
while  inflation  has 
bumped  up  recent- 
ly, most  economists  are  betting  til 
just  temporary.  If  that's  the  ca|i 
gold  bugs'  wild  expectations  for  II 
rally  are  probably  doomed. 

By  David  Greising  in  l\m 
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A  Clear  View  of 


his  composite  satellite 
photo  of  China  reveals  a 
clear  view  of  the  world's 
most  populous  country.  At 
G.T.  Global,  we  see  some- 
thing more:  the  world's  larg- 
est emerging  market  striving 
to  take  its  place  in  the 
global  economy. 

China's  government  is 
committed  to  economic 
reform,  and  the  country's 
labor  force  is  huge  and  inex- 
pensive, with  wage  rates 
among  the  world's  lowest. 
That  compelling  combina- 
tion exerts  a  great  attraction 
on  foreign  capital. 

In  fact,  direct  foreign 
investment  in  China  in  the 
first  half  of  1993  should 
approach  $15  billion-more 
than  double,  for  example, 
the  capital  expected  to  flow 
into  Mexico  this  year. 


Foreign  capital  is  building 
businesses  in  China  as  well 
as  infrastructure  projects- 
from  airports  to  telephone 
systems-to  make  China 
more  accessible  to  foreign 
companies.  It's  also  helping 
China  become  one  of  the 
fastest  growing  economies 
in  the  world:  industrial  pro- 
duction grew  20%  last  year 
(versus  2%  in  the  United 
States)  while  GDP  con- 
tinued to  climb  by  nearly 
10%. 

Economic  growth  of  that 
magnitude  means  that  the 
Chinese  people  are  enjoying 
a  rising  standard  of  living. 
In  1992,  for  example,  they 


spent  44%  more  on  clothes 
and  jewelry  and  36%  more 
on  household  appliances. 
Which  implies  opportuni- 
ties for  companies  every- 
where to  penetrate  the 
largest  consumer  market- 
1.2  billion  people-in  the 
world. 

From  Latin  America  to 
the  Pacific  Rim,  emerging 
markets  like  China  offer  tre- 
mendous growth  potential, 
with  significant  implica- 
tions for  local  companies,  of 
course,  but  also  for  global 
ones.  Assessing  those  impli- 
cations is  what  we  do  at 
G.T.  Global,  using  our 
unique  global  perspective- 
our  own  clear  view  of  the 
world. 


G.T.  GLOBAL 


ONDON        HONG     KONG        SINGAPORE        TOKYO        SYDNEY       SAN  FRANCISCO 
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STAR 
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1993's  Top  Performers  So  Far 


ISTANBUL  EXPRESS  TURKEY'S  STOCK 
MARKET  SOARED  107%  IN  '93 


PURE  GOLD  STOCKS  ARE 
SPARKLING-FOR  NOW 


Yes,  malaise  is  every- 
where. But  here  and 
there,  1993  has  been  a 
terrific  year  in  the  mar- 
kets. U.  S.  stocks  jolted 
to  record  levels.  Inves- 
tors in  gold  have  profit- 
ed handsomely  after  a 
lengthy  period  of  tedium,  and  oil  stocks 
were  also  on  the  rebound.  Here  are  the 
highlights  of  this  schizophrenic  year: 

BEST  NYSE  STOCK  

Western  Co.  of  North  America  tops  the 
list  of  New  York  Stock  Exchange  compa- 
nies that  began  the  year  at  $5  or  more. 
From  January's  5%,  Western  shares  are 
now  at  Ui%— a  189%  increase.  The  com- 
pany, Which  provides  oil-field  services 
for  natural-gas  producers,  exited  Chapter 
11  in  spring,  1989,  and  has  been  out  of 
favor  ever  since.  But  last  year.  Western 
restructured  its  balance  sheet— and  for- 
tunes—dramatically. 

Eight  months  ago,  analysts  forecast  a 
loss  or  breakeven  for  the  year.  Now, 
most  expect  earnings  of  40C  or  50C  a 
share  as  operating  margins  improve. 


BEST  AMEX  STOCK 


Andrea  Electronics  Corp.,  a  New  York- 
based  electronics  company,  makes  noise- 
cancellation  products,  among  other 
things.  But  its  primary  claim  to  fame 
is  the  noise  that  it's  making  in  the  stock 
market.  By  June  7.  Andrea's  stock  was 
up  more  than  900%  in  the  year  to  date, 
gaining  as  much  as  51%  in  a  day. 

But  many  investors  swiftly  bailed  out, 
and  the  stock's  roller-coaster  ride  is  far 
from  over.  Speculation  by  small  inves- 
tors appears  to  be  at  the  root  of  the 
sharp  moves  in  Andrea  stock,  which  is 
about  50%  closelv  held. 


BEST  OTC  STOCK 


Houston's  Kelley  Oil  Corp.  has  rocketed 
to  the  top  of  the  Nasdaq  listings,  climb- 
ing 2(i0c/r  since  the  beginning  of  the 
year,  from  TA  to  around  27.  That's  be- 
cause Kelley  has  found  what  looks  to 
lie  a  monster  gas  well— an  "elephant."  in 
industry  parlance— in  a  marsh  in  south- 
west Louisiana. 

"They  probably  have  one-tenth  of  this 
year's  U.  S.  gas  discoveries  in  one  well," 


says  analyst  David  Snow  of  Energ'E 
uities  Inc.  in  Wayne,  N.  J.  By  thai 
Kelley  has  completed  exploring  till 
mile  tract  around  the  well,  the  resff 
could  be  triple  that.  "It's  a  coma 
maker— probably  in  excess  of  a  tfl 
cubic  feet,"  says  Snow.  He  believdj 
stock  may  hit  $50  if  this  well.  Gel* 
#2,  pans  out. 

BEST  STOCK  GROUP  

Stock  in  gold  companies  has  jumpe  S 
this  year,  well  above  the  12.4%  tit 
for  bullion.  It's  enough  to  mak(g< 
shares  the  most  attractive  invest* 
sector  so  far  in  1993. 

Shares  in  gold  companies  sui 
Newmont  Mining.  Homestake  W(& 
and  Placer  Dome  have  led  a  man 
gold  companies.  There's  proba.y 
slight  correction  in  store— Iron* 
through  late  August,  says  Kemp' 
curities  Group  Inc.  analyst  Vahid  at 
"People  can  try  to  build  positics 
price  markdowns  rather  than  just.'h 
ing  stocks,"  says  Fathi.  If  gold  w 
continue  their  rise  this  fall,  it  coul  '> 
long,  expensive  chase. 
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10W  SWEET 
ROZEN  ORANGE 
UICE  FUTURES  ARE  , 
iETTING  HOT 


GUSHER 
WESTERN  CO. 
LEADS  THE 
NYSE  WITH 
189%  GROWTH 


POWER  SURGE  SMALL 
INVESTORS  HAVE  BID 
ANDREA  UP-WAY  UP 


STOCK-FUND  MANAGER  

ig  money  in  gold  stocks  was  as 
s  making  a  mud  pie  this  year,  but 
•  M.  P.  Bryan,  manager  of  the  Lex- 
Strategic  Investments  fund,  near- 
iled  his  money— a  182%  gain  that 
ir  and  away  the  best  stock-fund 
mance  of  the  year  to  date.  Bryan 
that  off  by  a  savvy  bet  on  long- 
;sed  South  African  gold  shares, 
old  prices  continue  their  above- 
rformance,  the  fund  will  obviously 
loing  well.  But  bear  in  mind  that 
ad  declined  60%  last  year,  when 
i  irices  were  on  the  wane.  And 
concedes  that  his  fund  can  be  as 
i  on  the  downside  as  it  has  been 
upside.  "Volatility,"  he  observes, 
vo-way  street." 

£f  OND-FUND  MANAGER  

IrE.  Nocera  is  on  a  hot  streak.  In 
$  ne  months  on  the  job,  this  for- 
Ij  ternational  Monetary  Fund  econ- 
H  and  his  team  have  steered  the 
I)  lobal  High-Income  fund  to  a  near- 
pi  total  return  in  the  year  to  date. 


He  has  done  so  by  investing  in  the  most 
sophisticated  realm  in  fixed  income: 
debt  of  less-developed  countries. 

Nocera  has  been  buying  Latin  Amer- 
ican debt  heavily,  notably  that  of  Brazil 
and  Mexico.  Since  most  of  this  debt  is 
dollar-denominated,  fluctuations  in  the 
dollar  are  not  a  major  factor  in  the 
fund's  performance.  But  the  38-year-old 
Nocera  concedes  that  such  top-drawer 
performance  will  be  tough  to  sustain  for 
the  remainder  of  the  year. 

BEST  OVERSEAS  STOCK  MARKET  

Turkish  stocks  have  zoomed  107%  in  lo- 
cal currency  and  an  impressive  76%  in 
dollars,  making  the  Istanbul  Stock  Ex- 
change the  best-performing  overseas 
market  of  1993  thus  far.  The  stellar 
showing  reflects  the  Turkish  economy, 
which  is  growing  at  a  6%  clip.  Company 
profits  this  year  are  soaring— at  the 
same  time  that  interest  rates  are  start- 
ing to  come  down. 

Despite  the  recent  runup,  many  big 
Turkish  companies  are  still  selling  at  a 
relatively  modest  10  times  current  earn- 
ings. One  big  problem  remains  inflation, 


running  at  a  numbing  70%  a  year.  Still, 
"the  Turkish  bull  market  can  continue," 
says  Steve  Bates,  who  manages  invest- 
ment in  European  and  emerging  mar- 
kets for  London's  Fleming  Investment 
Management. 

BEST  COMMODITIES  FUTURE  

Most  folks  prefer  fresh-squeezed,  but 
traders  in  the  pits  like  it  frozen.  Fu- 
tures contracts  in  frozen  concentrated 
orange  juice  climbed  27%  in  the  year  to 
date,  from  87C  to  $1.10  a  pound,  the 
best  performance  of  any  similar  com- 
modity so  far  this  year. 

True,  the  orange  crop  was  the  sec- 
ond largest  in  23  years.  But  traders  had 
feared  an  even  bigger  crop  before  the 
March  storm  caused  production  to  fall 
sharply,  explains  Sandra  Kaul,  analyst 
with  Shearson  Lehman  Brothers  Inc.  As 
for  the  rest  of  the  year:  If  weather 
problems  crop  up,  OJ  could  squeeze  out 
as  much  as  $1.40  a  pound,  providing 
even  more  juicy  returns. 

By  Gary  Weiss  in  New  York,  Peter 
Burrows  in  Dallas,  David  Greising  in 
Chicago,  and  John  Rossant  in  Rome 
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BY  GENE  G.  MAR* 


A  MIXED  BAG  OF  TIPS 

FROM  THE  BULLS  AND  THE  BEARS 

From  underwear  to  biotechs,  these  stocks  caught  the  eye  of  market  mavens 


FRUIT  OF  THE  LOOM: 
REALLY  A  PLUM? 
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When  shares  of  Fruit 
of  the  Loom  cracked 
by  -about  12%,  tum- 
bling to  31  a  share 
from  37  on  June  3, 
money  manager  Ed 
Walczak,  who  was  in 
Zurich  visiting  clients, 
quickly  got  on  the  phone  and  bought  a 
bundle.  Fruit  of  the  Loom  had  been 
one  of  the  stocks  Walczak  had  told 
clients  he  would  want  to  pick  up  after 
it  had  been  severely  smashed. 

"Fruit  of  the  Loom  is  among  the 
companies  that  manufactures  widely 
recognized  brand-name  products  but  is 
getting  battered  in  the  current  ex- 
tremely edgy  market,"  says  Walczak, 
who  runs  the  U.  S.  equities  portfolio  at 
the  Swiss  bank  Vontobel. 

True,  analyst  Deborah  Bronston  at 
Prudential  Securities  has  been  cutting 
her  1993  and  1994  earnings  estimates 
for  Fruit  of  the  Loom,  America's  larg- 
est maker  of  men's  and  women's  un- 
derwear. Bronston  trimmed  her  1993 
figure  to  $2.85  a  share  from  $2.95,  and 
her  1994  estimate  to  $3.35  from  $3.45. 
Bronston  says  inventory  at  the  compa- 
ny's mills  increased  because  of  slower 
sales,  and  this  has  put  downward  pres- 
sure on  underwear  prices. 

But  that  is  only  a  short-term  con- 
cern, she  explains.  For  investors  will- 
ing to  look  beyond  12  months,  Fruit  of 
the  Loom  "offers  one  of  the  best  op- 
portunities to  buy  a  quality  company," 
she  says.  The  "low-cost  plants,  strong 
brand  franchise,  and  aggressive  mar- 
keting tactics,"  should  make  Fruit  of 
the  Loom  "a  long-term  market  win- 
ner," asserts  the  analyst. 

This  long-term  scenario  is  what's  fu- 
eling Walczak's  optimism.  The  shares' 
sharp  pullback  "is  a  terrific  opportuni- 
ty to  get  into  the  stock  at  the  right 
price,"  says  Walczak.  He  sees  the 
stock  hitting  50  over  the  next  12  to  18 
months  based  on  a  15  p-e  multiple. 
A  portfolio  manager  at  Neuberger  & 


THE  TIME  MAY  BE  RIPE 


FRUIT  OF  THE  LOOM'S 
STOCK  PRICE 
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Berman  who  has  a  big  position  in  the 
stock  is  also  betting  that  the  under- 
wear maker  will  be  a  rewarding  long- 
term  investment.  "Fruit  of  the  Loom 
offers  private-label  pricing  on  its  name- 
brand  products,  and  it  remains  our  sin- 
gle best  investment  idea,"  he  insists. 


BAD  PRESS 
FOR  A  BIOTECH 


SciClone  Pharmaceuticals  was 
holding  its  own  despite  the  deba- 
cle that  has  torpedoed  the  bio- 
techs. SciClone's  stock  was  trading  at 
7'/2  a  share  when  the  company  was 
featured  in  this  column  a  year  ago  for 
its  exclusive  marketing  rights  to  Thy- 
mosin Alpha  1  in  Latin  America  and 
Asia,  where  hepatitis  B  is  prevalent. 
The  company  claims  that  Thymosin  is  a 
most  effective  treatment  for  hepatitis. 
The  stock  soared  to  a  high  of  22  by 
the  end  of  1992.  But  now  it  may  join  its 
fallen  biotech  breathren  because  of 
questions  raised  about  SciClone  Phar- 
maceuticals' studies,  as  well  as  the 
market  potential  of  Thymosin  Alpha  1. 

"SciClone's  dependence  on  a  single 
drug  candidate  leaves  little  room  for 
error,"  warns  Evan  Sturza,  editor  of 
Sturza's  Medical  Investment  Letter. 


The  company's  current  market  ca 
about  $280 '  million— the  12th-lar 
among  the  biotechs — could  "plum 
on  any  disappointing  news,"  he 
tions.  Since  Sturza's  warning,  the  s 
has  dropped  from  16  on  June  1  tc 
He  claims  the  stock  could  go  all 
way  back  down  to  8.  Here's  why: 

Sturza  calls  "misleading"  SciClo 
claim  that  Thymosin  Alpa  1  has  h; 
75%  remission  rate  in  its  own  clii 
tests.  He  points  to  an  editorial 
medical  journal  called  Hepatology 
contends  that  the  "study  design' 
which  the  75%  remission  rate  is  b 
"is  significantly  flawed,  and  this  1 
pers  interpretation  of  the  data." 

Sturza  also  insists  that  the  nur 
of  hepatitis  B  carriers  worldwide 
infinitely  smaller"  than  the  staggc 
300  million  reported  by  SciClone. 
"80%  of  the  treatable  patients  liv 
China,  India,  and  Africa  and  don't 
the  means  to  pay  $5,000  for  a  si 
course  of  therapy,"  he  adds.  Assui 
that  Thymosin's  recent  phase  3 
are  successful,  says  Sturza.  the 
faces  competitive  threats  from 
treatments,  such  as  alpha  interfi 
which  is  alreadv  on  the  market. 


WHAT  AGNELLI  LIKI1 
IN  AMERICA 


Want  to  know  what  comp;| 
the  Agnelli  empire,  vi 
owns  Fiat,  among  ol 
companies,  has  been  buying  inl 
U.  S.?  Take  a  peek  at  what  Agri 
investment  chief  in  the  U.  S.,  G.I 
drea  Botta,  has  been  pursuing:  III 
past  two  years,  he  has  acquired  a  1 
folio  giving  it  sizable  bites  into  at  I 
18  companies,  some  of  which  ajj 
communications,  financial  services* 
entertainment.  Botta  is  presiderij 
IFINT-USA,  the  investment  arm  iif 
U.  S.  of  IFI  (Institute  Finanziario  l(j 
triale),  a  multibillion-dollar  Italianli 
ing  company  led  and  controlled  byl 
ian  mogul  Giovanni  Agnelli. 

"We  are  in  a  new  cycle  of  punS 
controlling  interests  in  well-mar^ 


144  BUSINESS  WEEK/JUNE  21.  1993 


MIDYEAR  INVESTMENT 


anies  in  the  U.  S.  that  offer  a 
ie  combination  of  long-term  eco- 
c  growth  and  stability,"  says 
i.  Of  the  publicly  held  companies 
FINT  has  already  taken  a  stake  in, 
nost  notable  include  Fleet  Call,  a 
!  owner  and  operator  of  special- 
nobile  radio  systems;  General  Nu- 
n,  a  large  1,300  chain  retailer  of 
lins  and  nutritional  supplements; 
Cendall  International,  a  maker  and 
ier  of  medical  supplies  for  hospi- 
tnd  health-care-service  providers. 
IT,  which  manages  a  $1.6  billion 
sified  portfolio  of  income-produc- 
issets,  has  a  5%  stake  in  Fleet, 
trading  at  24,  up  sharply  from  10 
d-1992.  Although  still  in  the  red, 
narrowed  losses  for  the  year  end- 
[ar.  31  to  $9.6  million,  vs.  last 
5  $28  million  loss.  One  money  pro 
es  that  over  the  next  12  to  18 
hs,  the  stock  will  be  worth  $50. 
tieral  Nutrition,  which  went  public 
nonths  ago  at  20  a  share,  has 
ed  to  34.  The  stock  has  more  dis- 

to  go  on  the  upside,  says  one 
st,  who  is  impressed  by  its  contin- 
ast  sales  growth.  IFINT  has  taken 
interest  in  General  Nutrition, 
ndall  has  also  been  a  big  winner, 
bought  into  the  stock  at  10  in  late 
Although  it  has  jumped  to  32,  one 
st  sees  it  hitting  45  over  the  next 
mths.  Kendall  posted  a  profit  of 

share  in  the  first  quarter  ended 
31.  vs.  a  loss  a  year  ago. 


)RTING 
IP  STOCKS 

estment  adviser  Steve  Leeb  is 
rning  investors  to  beware  of 
ne  market  pullbacks.  Leeb,  edi- 
the  market  newsletter  The  Big 
~e,  thinks  that  in  a  market  de- 
;he  mutual-fund  investment  corn- 
will  be  battered.  Their  shares 
enjoyed  a  long,  sharp  climb  over 
ist  18  months  as  low  interest 
ind  a  lack  of  investment  alterna- 
id  investors  to  plow  their  money 
ock  and  bond  funds, 
t  of  these  investment  companies 
the  bulk  of  their  income  from 
»n  assets  under  management, 
isset  base  will  shrink  and  their 
£s  will  drop  when  the  market 
warns  Leeb.  "They  have  become 
•erpriced,"  he  adds, 
e's  been  shorting  shares  of  mu- 
id  industry  leaders  Franklin  Re- 
i,  whose  stock  has  shot  up  to 
trly  this  year  from  22%  in  mid- 
.  Rowe  Price  Associates,  which 
a  high  of  51  in  early  January 


from  34  Va  in  early  1992;  and  United 
Asset  Management,  which  hit  42  on 
June  2,  from  22  in  mid-1992. 

Earnings  at  Franklin,  now  trading  at 
37,  have  slowed  in  the  past  several 
quarters,  notes  Leeb.  He  expects  the 
stock  to  drop  to  27.  T.  Rowe  Price,  now 
at  45,  should  fall  as  low  as  30,  he  fig- 
ures. And  United  Asset,  still  up  at  40, 
should  hit  the  ground  at  25,  says  Leeb. 


Remember  Jack  Davis  of  Resorts 
International  fame?  As  its  presi- 
dent and  CEO  in  the  1970s  and 
1980s,  he  built  up  that  Atlantic  City 
casino-hotel  into  one  hot  property.  As  a 
result,  the  stock  zoomed  from  IV2  a 
share  to  200  in  about  four  years.  This 
was  before  Merv  Griffin  outbid  Donald 
Trump  in  1988  to  buy  Resorts  at  36, 
after  it  fell  from  grace.  Well,  Davis  is 
back  in  the  gaming  business,  this  time 
as  chairman  and  CEO  of  Capital  Gam- 
ing International. 

Davis  concedes  that  he  probably 
can't  duplicate  Resorts'  phenomenal 
feat  in  the  stock  market.  But  already, 
Capital  Gaming's  stock  is  coming  on 
like  gangbusters.  It  leaped  from  IV2  a 
share  in  late  December  to  11  in  early 
June,  before  easing  to  8  on  June  8. 
That's  quite  a  performance  since  the 
company,  formerly  a  publicly  traded 
gaming  devices  company,  has  yet  to 
post  any  kind  of  earnings. 

No  matter,  says  one  New  York  mon- 
ey manager,  who  has  been  buying 
shares.  "Davis  has  a  lot  on  Capital's 
plate,  and  once  he  gets  any  one  of  the 
projects  off  the  ground  you  will  see 


that  company  fly,"  he  says.  Davis  him- 
self is  exuding  optimism.  "We'll  be 
busy  as  the  designated  operator  of  ca- 
sinos for  several  Native  American 
tribes  in  California,  New  Mexico,  New 
York,  Oregon,  Rhode  Island,  and 
Washington." 

Davis  is  also  high  on  a  joint  venture 
Capital  formed  in  Louisiana  with  Re- 
public Corporate  Services  of  Shreve- 
port  to  build  and  operate  a  riverboat 
casino.  Davis  has  filed  for  a  license  for 
Capital  to  run  such  an  operation  in 
New  Orleans.  "Our  chances  to  get  the 
license  are  even,"  he  says,  adding, 
"We're  pursuing  opportunities  in  river- 
boat  and  Indian  gaming  which  offer 
the  best  bets  in  the  business." 


SLIPPING  INTO 
CANDIE'S  SHOES 


Candie's  isn't  about  candy  but 
shoes — young  women's  athletic 
and  fashion  footwear.  Some  in- 
vestors believe  that  buying  Candie's 
shares  now  would  be  an  opportunistic- 
way  of  getting  in  on  the  ground  floor 
of  the  surging  shoe  business.  Current- 
ly trading  at  4  a  share,  the  stock  of 
this  recently  restructured  shoe  compa- 
ny "could  double  in  a  year,"  says  Cyn- 
thia Buckwalter,  an  analyst  at  Whale 
Securities,  which  underwrote  a  recent 
public  offering  of  Candie's  shares  at  4. 

One  reason,  says  Buckwalter,  is  that 
entrepreneur  Neil  Cole,  brother  of  shoe 
entreprenuer  Kenneth  Cole,  has  re- 
gained control  of  the  company  after 
having  sold  it  in  1986  to  a  British  com- 
pany for  some  $50  million  when  Can- 
die's  sales  had  reached  $130  million. 
But  sales  have  since  deteriorated — and 
Cole  paid  just  $4  million  to  repurchase 
it  last  year.  Cole  has  now  refocused 
Candie's  to  reestablish  its  presence  in 
the  shoe  market.  The  company  doesn't 
make  shoes  but  designs  them  and  then 
has  them  made  to  exact  specifications 
in  Brazil,  China,  Italy,  and  Korea. 

Buckwalter  says  Candie's  represents 
the  "best  turnaround  story  in  the  shoe 
business  today."  She  expects  earnings 
of  12<t  a  share  for  the  year  ending  Jan. 
31,  1994,  on  projected  sales  of  $24  mil- 
lion, vs.  a  loss  in  fiscal  1993  on  sales  of 
$5.8  million.  In  fiscal  1995,  the  analyst 
sees  earnings  jumping  to  50<t  on  sales 
of  $30  million. 

Cole  says  that  sales  could,  indeed, 
hit  more  than  $20  million  and  then  dou- 
ble the  following  year.  "We  will  be  in 
the  black  by  the  end  of  the  December 
quarter,"  says  Cole,  who  is  thinking  of 
also  using  the  Candie's  name  in  jeans 
and  other  forms  of  apparel. 


CAPITAL  GAMING'S 
HAND  LOOKS  GOOD 


iSTMENT  OUTLOOK 
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AUTOS  I 


BIG  THREE  JWU 

PAY 


DODGING  A  COLLISION 
IN  DETROIT 


A  major  strike  once  seemed  likely.  Now,  the  mood  is  conciliatory 


Just  a  year  ago,  General  Motors 
Corp.  and  its  largest  union  were 
on  a  collision  course.  Enraged  by 
layoffs  and  the  No.  1  car  maker's  seem- 
ingly cavalier  attitude  toward  its  labor 
contract,  the  United  Auto  Workers  brief- 
ly paralyzed  GM  with  a  series  of  local 
strikes.  At  that  point,  negotiations  for  a 
national  auto  pact  in  1993  looked  like  a 
head-on  accident  waiting  to  happen. 

As  both  sides  prepare  to  launch  talks 
on  June  23,  all  that  has  changed.  The 
public  squabbling  is  history,  thanks 
largely  to  the  conciliatory  stance  of  GM's 
new  chief  executive.  Jack  Smith  (page 
148).  And  while  volatile  issues,  such  as 
jobs  and  health  care,  still  could  cause 
an  explosion,  a  national  strike  now 
seems  unlikely  when  the  three-year  con- 
tract expires  on  Sept.  14.  Indeed,  Ste- 
phen P.  Yokich,  the  often  combative  uaw 
vice-president  in  charge  of  the  union's 
CM  department,  says  Smith's  willingness 
to  work  with  the  union  is  unprecedent- 
ed: "It's  more  [openness]  than  we've 
gotten  out  of  GM  in  the  last  80  years." 

The  new  approach  is  good  news  for 
the  entire  domestic  auto  industry.  That's 
because  this  year's  labor  talks  hit  De- 
troit at  a  particularly  delicate  time.  In- 
dustry sales  finally  are  perking  up  after 


a  long  drought.  In  May,  cars  and  trucks 
sold  at  the  fastest  clip  since  1989.  More 
important,  for  the  first  time  in  nearly  a 
decade  the  Big  Three  are  winning  back 
market  share  from  their  Japanese 
competitors.  A  long  strike  at  any  compa- 
ny would  send  some  car  buyers  scurry- 
ing back  to  foreign  manufacturers. 
CRIPPLING.  GM  remains  in 
the  most  precarious  posi- 
tion. It  lost  a  staggering 
$12.4  billion  in  North 
America  in  1991  and  1992. 
The  company  already  is 
slashing  its  union  work 
force  by  18%,  to  250,000, 
by  1995.  Up  to  40,000 
more  must  go  to  match 
Ford  Motor  Co.'s  produc- 
tivity levels,  figures  Uni- 
versity of  Michigan  re- 
searcher Sean  P. 
McAlinden.  A  GM  execu- 
tive concedes  that  the 
company  "continues  to 
have  excess"  employees. 

The  threat  of  such  cuts 
gives  pause  to  some  la- 
bor experts.  "There's  a 
deceptive  calm  before  the 
storm,"   insists  Harley 


Shaiken,  a  visiting  labor  profess! 
the  University  of  California  at  El 
ley.  "These  are  going  to  be  very  I 
talks."  To  be  sure,  it  will  be  haj 
find  common  ground  on  the  primajf 
sues:  job  security,  health-care  cost! 
work  farmed  out  to  non-UAW  shop! 
ble).  Still,  compromise  seems  pol 
on  both  sides. 

Take  job  security.  GM  and  union* 
tiators  are  likely  to  imitate  the! 
struck  in  1990,  which  lets  the  com 
shrink  while  protecting  worker! 
comes.  The  UAW  will  push  to  rene\| 
grams  which  ensure  that  laid-off  I 
bers  receive  at  least  95%  of  their  j| 
almost  certainly  will  wind  up,  hovl 
with  much  less  than  the  $4  billiJ 
pledged  for  that  purpose  the  last! 
around.  There  also  may  be  swea 
early  retirement  programs,  simil 
one  that  attracted  16,500  workers! 
er  this  year. 

Already,  GM  has  been  moving  tl 
viate  the  pressure  for  more  job! 
Responding  to  UAW  protests  againsi 
movement  of  parts  production  ti 
side  suppliers  and  to  Mexico,  the  cl 
ny  is  beginning  to  cooperate  will 
union  to  keep  some  work  in-houj 
May,  a  Livonia  (Mich.)  parts  plant  I 
uled  to  close  this  year  got  a  parti 
prieve.  After  UAW  Local  262  agr« 
money-saving  work-rule  changes,  « 
cided  to  keep  making  suspension! 
there,  saving  800  jobs.  It's  tn» 
plant's  high-cost  bumper  busineft 
the  ax,  the  type  of  outsourcing  dif 
that  triggered  the  local  walkouj 
summer.  But  Yokich  says  that  GM1 
willingness  to  live  up  to  the  contr| 
consulting  the  union  on  such  ml: 
"has  worked  out  tremendously."  | 

A  compromise  on  pay  seems  pel' 


CLASHING  GEARS: 
THE  UAW  VS.  THE  BIG  THREE 


Issue 

UAW  demand 

What  the  Big  Three 

JOB  SECURITY 

No  permanent  layoffs. 
One  worker  recoiled 
per  retiree. 

Ability  to  cut  jobs.  Rec 
one  worker  per  two 
retirees. 

INCOME 
SECURITY 

Retain  GM's  S4-billion 
pledge  to  poy  laid-off 
workers'  wages. 

Cut  commitment  drosti 

HEALTH  CARE 

Retain  free  compre- 
hensive coverage. 

Workers  should  pay 
premiums  ond  make 
copaymenls 

OUTSOURCING 

Restrictions  on 
farming  out  work 
to  suppliers. 

GM  says  it  must  pare 
inefficient  parts  opercii 

WAGES 

Pay  hikes  that  top  the 
inflation  rate. 

tower  pay  for  new  hi 
and  some  ports  worki 
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o  keep  a  lid  on  costs,  all  the  car 
nies  want  lower  wages  for  some 
rs.  uaw  members  now  earn  an  av- 
of  $17.50  per  hour,  excluding  ben- 
GM's  Smith  told  union  leaders  in 
iry  that  he  wants  to  pay  workers 

company's  struggling  parts  divi- 
less  than  that.  Last  year,  mem- 
f  the  International  Union  of  Elec- 

Workers  agreed  to  a  similar 
;ement  at  a  GM  plant  in  Moraine, 
And  Ford  officials  say  they  will 
le  a  plan  that  would  start  newly 
workers  at  less  than  full  wages 
enefits,  then  gradually  ratchet 
jp  over  10  years. 
'  President  Owen  F.  Bieber  and 
union  officials  adamantly  oppose 
wo-tier  structures.  However,  new 
workers  already  begin  at  85%  of 
iges  and  only  get  to  100%  after  18 
s.  Some  union  leaders  privately 
vledge  there  may  be  room  to  ex- 
hat  program  if  the  car  companies 
lomething  attractive  in  return. 
1th  care  may  be  the  touchiest  is- 

0  one  in  Detroit  expects  the  Clin- 
dministration's  overhaul  to  be  in 
Dy  September.  So  Big  Three  exec- 
are  desperately  looking  for  ways 
health-care  costs  that  now  ap- 
a  staggering  20%  of  payroll.  They 
/  have  reduced  benefits  for  white- 
workers  and  retirees  and  have 
d  that  uaw  members  would  be 
however,  at  the  union's  national 
ition  in  Detroit  in  April,  Bieber 

1  carmakers  to  back  off,  "unless 
3  looking  for  a  strike." 

>!ONS.  There  may  be  a  middle 
here,  however.  While  carmak- 
iv  not  get  the  co-payments  and 
ibles  they  crave,  the  union  will 
it  costs.  A  pilot  program  in  Ar- 
Tex.,  that  coordinates  treatment 
rkers  with  emotional  problems 
;  save  more  than  $300  million  if 
I  companywide,  says  Yokich.  And 
ers  might  ask  the  union  to  di- 
!  from  each  worker's  automatic 
iving  increase,  which  could  equal 
hly  premium  payment  of  $8.50 
rker.  Such  deals  have  resulted 
st  talks.  The  companies  also  will 
ways  to  get  union  members  into 
>st  managed-care  programs,  such 
h  maintenance  organizations,  of- 
ay. 

)f  the  union's  stickiest  decisions 
picking  a  strike  target.  Typical- 
I  JAW  pegs  one  of  the  Big  Three 
lse  talks  in  late  August  and  uses 
llting  pact  to  set  a  pattern  for 
t  two.  GM's  woes  seem  to  make 
likely  target,  since  the  company 
ad  poverty.  And  many  union 
argue  that  Ford's  strength 
.  easier  for  the  union  to  strike  a 
3  deal  there.  Ford  might  be  will- 
fer  veteran  workers  lifetime  job 


Whats  your  line  of  work'  Write  us  and  tell  us  about 


IF  THERE'S  ONE  THING  Jack  Daniel's 
doesn't  mix  with,  it's  fire. 

We'd  never  want  a  blaze  to  get  going  in  one  of 
our  aging  houses.  (With  all  that  whiskey  inside, 
it'd  go  up  like  a  Tennessee  Fourth  of  July!)  That's 
why  these  whiskeymen  do  double 
duty  as  members  of  our  Volunteer 
Fire  Department.  We  don't  know 
if  every  distillery  is  this  prepared  to 
keep  their  product  from  going  up 
in  smoke.  But  after  a  sip  of  Jack 
Daniel's,  we  believe,  you'll  agree 
the  protection  is  worth  any  cost. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 
Placed  in  the  National  Register of Historic  Places  by  the  United  States  Government. 
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"Wipe  that  silly  grin  off  your  face,  Dingle. 
This  is  a  hostile  takeover. " 


M  any  situations  in  life  need  to  be  taken  seriously.  And  prudent 
investors  know  that  making  an  investment  decision  is  one  of  those  times. 

The  Berger  100  Fund  for  long-term  growth  and  the  Berger  101  Fund 
for  growth  and  income  have  both  achieved  impressive  records  for  over 
18  years  and  are  worth  consideration  for  your  portfolio.  For  the  invest- 
ment philosophy  behind  these  funds,  please  call  for  a  prospectus  and 
study  it  carefully  before  investing. 

The  Berger  Funds  •  (800)  333-1001 


Sometimes  you  just  gotta  put  kids  in  their  place.  And  when  you're  on 
the  road,  that  place  is  buckled  firmly  in  their  own  safety  belts.  Do  this, 
and  your  kids  will  be  more  than  ready  for  the  long  road  ahead  of  them. 


YOU  COULD  LEARN  A  LOT  FROM  A  DUMMY. 
rm BUCKLE  YOUR  SAFETY  BELT. 

W\M  ''-is^jblication 

Gwk"  For  more  information,  call  the  Airbag  &  Child  Safety  Hotline  800-4?4-9393 

148  BUSINESS  WEEK/JUNE  21,  1993 


security  in  return  for  concessiorl 
health  care  and  wages  for  new  hirl 
But  this  tactic  is  risky.  If  Ford  afl 
to  job  guarantees  that  GM  won't  swl 
GM  could  end  up  with  a  crippling  iB 
where  both  sides  lose.  The  same  p 
lem  could  arise  if  the  uaw  negoli 
first  with  Chrysler  Corp.  Just  as  in  I 
the  union's  best  bet  may  be  to  setti 
gripes  first  with  the  No.  1  auto  mm 
By  David  Woodruff  in  Dm 


CALL  HIM  PEACER, 
JACK  SMITH 


General  Motors  CEO  Jack  Sil 
has  played  a  key  role  in  smoj 
ing  the  company's  rough  relatj 
with  the  UAW.  By  talking  straj 
and  keeping  his  word,  the  soft-spJ 
Massachusetts  native  has  earned! 
respect  of  many  union  critics,  incl 
ing  Steven  P.  Yokich,  head  ofl 
union's  GM  department.  "I'm  \| 
pleased  with  the  relationship,"  I 
Yokich,  who  often  contacts  SmitlJ 
rectly  about  a  un- 
ion problem,  by- 
passing Gerald  A. 
Knechtel,  GM's 
top  labor-rela- 
tions executive. 
That's  in  stark 
contrast  to  early 
1992,  when  com- 
munications be- 
tween the  two 
sides  virtually 
came  to  a  halt. 

Smith  has  reached  out  to  1 
leaders  as  well.  In  February,  he  It 
ed  400  union  officials  in  suburbanS) 
troit  in  the  first  such  meeting  I 
held  by  a  GM  CEO.  Smith  spoke  al 
the  company's  precarious  final 
state,  asked  the  union  for  hell1 
turning  things  around,  and  op»'i 
the  floor  to  questions. 

Smith  gave  a  telling  examp: 
his  willingness  to  listen  when  h| 
spondee!  to  one  query  on  the  $ 
Wray  McCalester,  then  shop  cl 
man  of  Local  2209  in  Fort  Wat 
Ind.,  complained  that  workers  til 
ferred  to  new  locations  often  hi 
wait  two  weeks  or  more  for  chj 
for  relocation  expenses.  Some  hi 
sleep  in  the  union  hall  or  their  ji 
Smith  ordered  quicker  reimbil 
ments,  and  the  timing  was  chat 
before  the  meeting  ended.  1 
brand  of  hands-on  problem-sol 
will  likely  help  bring  a  timely  st\ 
ment  this  fall. 
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DON'T  KNOW  MUCH 
ABOUT  MULTIMEDIA? 


Your  kids  soon  will — if  Jostens  can  sell  schools  its  new  software 


■  f  you're  over  18,  you  probably  re- 
I  member  Jostens  Inc.  They're  the 
H  folks  who  showed  up  at  your  high 
school  in  the  fall  to  sell  you  the  class 
ring  that  you  probably  haven't  worn 
since  graduation.  In  the  spring,  they 
were  back,  pitching  pictures,  yearbooks, 
and  graduation  caps  and  gowns. 

With  high  school  enrollments  declin- 
ing, the  95-year-old  company  might  have 
been  in  deep  trouble  by  now.  But  it  has 
managed  10%  annual  revenue  gains  for 
the  past  10  years  by  pushing  down  into 
elementary  schools  and  into  a  fast -grow- 
ing new  market:  educational  computers 
and  software.  Starting  in  1984,  Minneap- 
olis-based Jostens  began  snapping  up 
companies  with  technology  to  teach  the 
basics  to  the  K-6  set.  In  the  late  1980s, 
it  established  a  separate  subsidiary,  San 
Diego-based  Jostens  Learning  Corp., 
now  a  $240  million  company  and  the  na- 


tion's largest  seller  of  educational  soft- 
ware to  schools.  And,  thanks  to  invest- 
ments in  promising  technology,  Jostens 
Learning  is  now  poised  to  ride  a  multi- 
media wave  into  classrooms. 

If  it  recovers  from  its  current  diges- 
tive problems,  that  is.  Last  year's  $102 
million  buyout  of  competitor  Wicat  Sys- 
tems Inc.  gave  Jostens  Learning  more 
than  60%  of  the  market  for  so-called  in- 
tegrated learning  systems  (ILSs),  com- 
puter networks  that  deliver  math,  sci- 
ence, and  history  lessors  and  track 
students'  progress  (chart).  But  that  con- 
centration led  to  a  Federal  Trade  Com- 
mission review,  which  delayed  the  deal 
by  five  months  until  last  August.  That 
was  too  late  for  Jostens  to  combine  op- 
erations for  the  1992-93  school  year. 

That  meant  missed  sales  for  the  sub- 
sidiary. As  a  result,  the  parent's  revenue 
for  the  year  ending  June  30,  will  be  up 


"only  by  a  minuscule  amount"  froml 
year's  $924  million,  restated  to  in<| 
Wicat,  says  CEO  and  Chairman  H.I 
liam  Lurton.  Earnings,  he  says,  willl 
25%,  to  $45  million,  partly  beeauj 
high  costs  and  slow  sales  at  JoJ 
Learning  and  a  loss  in  yearbooks.  » 
that  news  hit  in  April,  Jostens'  1 
dove  25%  in  a  single  day,  to  19,  wh* 
lingers. 

To  recover,  the  computer  and  I 
ware  subsidiary  is  now  gearing  ul 
next  fall— when  its  technology  inl 
ments  may  begin  to  pay  off.  Jol 
will  start  equipping  classroom  netvi 
with  technology  for  full-motion  vil 
the  last  step  toward  interactive  mul 
dia.  "There's  no  software  compaml 
ther  along  than  Jostens  in  incorpow 
digital  video  into  its  products,"! 
James  W.  Breyer,  a  venture  cap! 
with  Accel  Partners  who  has  !>;• 
some  of  the  same  high-tech  comjw 
that  Jostens  does. 
fishy  business.  Sound,  animation! 
video  are  more  than  techie  belli 
whistles.  They  may  be  what's  nm 
to  capture  the  attention  of  today]! 
dia-immersed  kids.  "We  have  to  be| 
engaging  than  Nintendo,"  says  Jol!' 
Kernan,  chairman  and  CEO  of  J<$ 
Learning.  He  believes  that  kids  k_ 
better  when  they  see  evidence  thalS 
ject  matter  relates  to  the  real  wo$. 

Math  will  be  Jostens'  first  eurriii 
setup  to  incorporate  video.  For  kt 
garteners,  the  new  system  present*] 
computer  screen  a  marine  biologist 
ing  kids  to  sort  pictures  of  fish  by  a; 
and  shapes.  For  first-graders,  thdj, 
ware  shows  students  videos  of  t|> 
school  activities,  such  as  lunch,  anjsf  ? 
that  they  be  arranged  in  the  corrtt: 
quence.  In  fifth  and  sixth  grades,!) 
of  a  city  is  used  to  illustrate  timer . 
and  distance  problems,  such  as  cat 
ing  fuel  efficiency.  "The  kids  are  tfe.- 
by  it,"  Says  Donna  Turner,  a  tfc 
testing  the  setups  with  first  gradlir 
Rolling  Hills  School  in  Hancho 
quitos,  Calif.  "They're  eager  font; 
technology,  and  at  a  very  early  a^ 

Jostens'  multimedia  systems  rbiVs 
technologies  acquired  through  sa\' 
vestments.  The  new  Jostens  prcv 
aren't  CD-ROM  disks  with  a  few' 
snippets  but  offer  hours  of  footag 
grated  into  a  curriculum  packag 
central  server  computer  that  stor 
eo  and  sends  it  over  networks  | 
came  to  Jostens  through  its  11%  si 
Starlight  Networks  Inc.  in  Mo" 
View,  Calif.  Starlight  is  also  bac  1 
Nynex  Corp.,  which  wants  to  ad(J<A 
to  voice  mail.  For  software  thi 
sents  full-motion  video,  Jostens 
up  MediaShare  Corp.,  a  Carlsbad  (,[ 
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ay  hoping  to  sell  multimedia  gear 
s  staffs.  "We  wanted  that  technol- 
st  for  kids,"  Kernan  says, 
timedia  could  produce  a  growth 
n  classroom  technology.  The  mar- 
•  ILSs,  at  $480  million  during  this 

year,  will  grow  to  $750  million 
16,  forecasts  Simba  Information 

Wilton  (Conn.)  market-research 
i  addition  to  the  multimedia  push, 
l  is  expected  from  broader  use  of 
ups.  Since  the  1960s,  schools  have 
ederal  Chapter  1  funds,  money 
rked  for  disadvantaged  kids,  to 
medial  learning  systems.  That's 
ost  ILSs  "have  been  used  for  rote, 
id-practice  activities,"  says  Glenn 


IE  KING  OF  LEARNING 
SOFTWARE 

(STALLED  BASE  OF  INTEGRATED  LEARNING 
iTEMS  IN  SCHOOLS,  1992-93  SCHOOL  YEAR 


OTHER  IBM 

!Y  JOSIENS  IN  1992 

( COMMUNICATIONS  ACQUIRED  COMPUTER  CURRICULUM  CORP.  IN  1992 
DATA:  DUALITY  EDUCATION  DATA  INC. 


I  a  Simba  Information  analyst. 
Siis  point,  only  9,000  of  the  more 
,000  U.  S.  elementary  schools  use 
•e  from  Jostens.  But  the  number 
ump  quickly  if  the  technology 
ainstream.  "The  impetus  now  is 
the  technology  toward  the  core 
um  so  it  can  take  the  place  of 
i  ks,"  Sanislo  says.  ILSs  are  still 
more  than  $150,000  for  a  typical 
lent  network.  Jostens'  pitch  to 
apped  districts  includes  studies 
ng  that  students  retain  more 
ley  learn  "interactively"— doing 
iggested  by  the  software. 
:olks  at  Jostens  Learning  have 
incentive  to  restore  revenue 
The  2,000-employee  unit  has  re- 
15%  of  its  shares  for  employee 
>tions,  which  start  vesting  next 
lalysts  are  betting  that  Jostens 
f  will  be  spun  out  as  an  indepen- 
blic  company  soon  after, 
i  company  can  really  gain  an 
multimedia,  there  may  be  an 
rger  payoff  later.  Jostens'  ulti- 
rget  is  the  home,  where  kids 
homework  on  interactive  cable 
h  500  channels  coming  into  the 
)u  can  bet  that  you'll  have  the 
ristrict  channel,"  Kernan  says, 
be  the  ultimate  test  of  Jostens' 
prowess:  In  the  home,  Jostens 
go  hoad-to-head  with  Nintendo 
Larry  Armstrong  in  San  Diego 

ATI  i  DDr^rccciMn 


For  aggressive  investors  like 
me,  Latin  America  is  a 
dynamic  opportunity. " 

In  Latin  Amenca,  major  economic  and  political  changes  are 
opening  new  investment  opportunities.  If  you'd  like  to  be  part  of 
them,  consider  Scudder  Latin  America  Fund  —  the 
nation's  first  pure  no-load™  fund  to  invest  in  Latin 
America.  Designed  for  aggressive  investors  who  seek 
above-average  growth  over  the  long  term,  the  Fund  also 
involves  above-average  risk,  including  currency  ex- 
change fluctuation  and  emerging  market  volatility. 
Helping  to  reduce  that  risk  is  the  extensive  Latin 
American  investing  experience  of  the  Fund's 
adviser,  Scudder,  Stevens  &  Clark.  Call  today 
for  a  free  information  kit* 

Scudder  Latin  America  Fund 
1-800-225-2470  ext.  4224 

SCUDDER 


America 's  First  " 
Family  of  No-Load  Funds 


The  free  kit  includes  a  prospectus  with  more  complete  information  on  management  fees  and  other  expenses, 

including  the  Fund's  2%  redemption  or  exchange  fee  paid  to  the  Fund  for  shares  held  less  than  one  year. 
This  fee  may  be  modified  in  the  future.  Please  read  die  prospectus  carefully  Wore  you  invest  or  send  money. 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn,  IL  6013 
FAX  (708)  690-0565 


"I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.?" 


"I  made  a  great  deal  on  the  200,000 
gizmos  you  didn't  sell  last  year. " 


Excess  inventory  today... student  opportunity  tomorrow 
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AMERICA  ONLINE 

IS  HOOKED  UP  FOR  GROWTH 


Investors  are  betting  it  will  be  a  winner  in  digital  media 


The  "on-line  bug"  bit  Stephen  M. 
Case  in  1982.  The  consumer  mar- 
keter for  PepsiCo  Inc.  was  amazed 
at  the  near-magical  process  of  sharing 
news  and  data  with  other  personal-com- 
puter owners,  but  he  was  frustrated  by 
all  the  tinkering.  If  on-line  services  were 
easier  to  use,  he  figured,  they  could  be  a 
gigantic  market.  So,  in  1985,  he  set  out 
to  start  his  own  user-friendly,  electronic 
community. 

Today,  America  Online 
Inc.  (AO)  is  a  $26.6  million 
company  that  investors— in- 
cluding Microsoft  Corp.  co- 
founder  Paul  G.  Allen— fig- 
ure will  grow  far  bigger  as 
information  networks  become 
part  of  everyday  life.  Since 
its  initial  public  offering  in 
March,  1992,  the  Vienna 
(Va.)  company's  stock  has 
nearly  tripled,  to  33.  Rick  J. 
Martin,  a  senior  vice-presi- 
dent for  Chicago  Corp.,  says 
AO  sales  should  hit  $38  mil- 
lion in  the  fiscal  year  end- 
ing June  30  and  $55  million 
next  year.  Allen  currently 
has  a  24.9%  stake  in  the 
company,  part  of  his  plan  to 
invest  in  companies  that  may 
benefit  from  a  new  burst  of 
digital  communications. 
THE  FORMULA.  Case  says  AO 
is  in  the  right  place  at  the 
right  time  because  of  its 
strategic  alliances  with  im- 
portant partners  (table).  In- 
deed, the  company's  initial 
success  came  from  a  deal  in 
1985  with  Commodore  Inter- 
national Ltd..  at  the  time  the 
leading  maker  of  home  com- 
puters. AO,  then  called  Quan- 
tum Computer  Services,  proposed  an 
exclusive  on-line  service  for  owners  of 
Commodore  computers.  That  gave  Com- 
modore a  way  to  differentiate  itself  from 
rivals,  and  Quantum  gained  access  to 
thousands  of  Commodore's  customers. 

The  formula  worked.  Within  two 
years,  Quantum's  revenues  were  $9  mil- 
lion, and  it  was  profitable.  Similar  deals 
followed  with  Tandy  Corp.  and  Apple 
Computer  Inc.,  boosting  Quantum's  sub- 


scriber base  and  forging  important  con- 
nections, says  Case,  now  34. 

Such  connections  continue  to  pay  off. 
At  the  Consumer  Electronics  Show  in 
early  June,  Casio  Inc.  and  Tandy  intro- 
duced versions  of  their  jointly  developed 
"personal  digital  assistant"  (PDA),  called 
Zoomer,  a  notepad-size  device  that  will  of- 
fer fax,  electronic  mail,  and  other  commu- 
nications. Because  of  Tandy's  links  with 


SPRINT  America  Online  members  get  lower  rates  for  logging  on 
over  Sprint's  Network.  Sprint  has  warrants  for  450,000  AO  shares. 

TANDY/CASIO  America  Online  gets  the  lead  in  offering  on-line 
services  to  buyers  of  Zoomer,  a  forthcoming  personal  digital  assistant. 

APPLE  COMPUTER  Apple  will  pay  royalties  to  use  AO  software  in 
a  global  network  called  AppleLink. 

VARIOUS  PUBLISHERS  Specialized  versions  such  as  CNN 
Online  and  Chicago  Online,  a  venture  with  the  Chicago  Tribune,  give 
America  Online  a  bigger  market. 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK 


AO,  these  capabilities  were  easily  incorpo- 
rated into  Zoomer  by  using  a  specialized 
version  of  America  Online  software,  says 
John  J.  McDonald,  president  of  Casio. 
Apple's  Newton  PDA— expected  to  be  offi- 
cially introduced  in  August— may  gain 
capabilities  similar  to  Zoomer  through  a 
deal  to  use  AO's  software.  "We  want  to 
establish  a  preemptive  position  in  these 
new  access  devices  and  in  some  of  these 
new  conduits,"  said  Case. 


The  potential  for  a  mass  market 
formation  consumers  is  what  ca 
Allen's  attention.  Since  leaving  M 
soft  in  1983,  he  has  funded  startups 
are  developing  multimedia  products 
interactive  services.  Allen  bought  A 
ica  Online  stock  in  the  IPO  and  in 
filed  a  letter  of  intent  with  the  S> 
ities  &  Exchange  Commission  inc 
ing  plans  to  acquire  more.  Case  dec 
to  comment  on  rumors  that  Allen 
a  board  seat.  However,  Case  says 
talking  to  some  of  Allen's  compani 
develop  interactive,  multimedia  ser 
an  edge?  An  alliance  with  a  billio 
investor  with  a  multimedia  vision  v 
come  in  handy  now.  Prodigy  Ser 
Co.,  the  2-million  subscriber  IBM-S 
Roebuck  &  Co.  joint  venture  in  o 
information,  recently  demonstrate 
interactive  service  that  could  run 
ble-TV  systems.  Prodigy  claims  th 
nine-year  investment  ol 
of  millions  of  dollars 
vast  computer  networl 
give  it  an  edge  over 
jumping  into  interactiv 
Case  disagrees.  Rather! 
building  its  own  networ 
has  used  public  netv 
such  as  Sprint's  Sprit 
or  British  Telecom's  Ty 
This,  he  says,  will  rm 
easier  to  shift  to  new 
such  as  cable  TV,  a 
that  he  says  he  is  curt 
contemplating. 

While  interactive  cal 
holds  out  the  promise 
huge  market  by  the 
the  1990s,  there's  stil 
of  potential  among  tea 
PC  owners.  An  estimate 
million  PCs  are  equfj 
with  a  modem,  but  cl 
third  use  on-line  servici 
in  the  near  term  it's  & 
pie  contest  between  Cf 
Serve  Inc.,  a  unit  oB 
Block  Inc.  that  has  1.  J 
lion  subscribers,  Prli 
AO-with  285,000  sub 
ers— and  Genie  Servitf 
unit  of  General  Electi 
that  has  400,000  subsc 
The  big  story  this  yr. 
more  services  and  lj 
software,  including  a  shift  to  Mien 
Windows.  "At  the  end  of  the  da 
difference  between  who's  successf. 
who's  not  is  going  to  be  what  k< 
service  they're  offering  to  custA 
how  easy  and  fun  it  is  to  use,  an  j 
affordable  it  is."  Just  as  it  wash 
Case  started  logging  on  a  decadefc 
By  Paul  M.  Eng  with  Evan  I.  Sq 
in  New  York  and  Edward  C.  5[J 
Chicago 
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Jusl  IWlmv  California. 

According to Site  Sg/e< Hon  magazine.  CAL/FQR.V/A 
were  ranked  tilth  in  tin"  tuition  lurncw       .     AL  ABA  MA 
plants  and  expansion,  and  number  five 
in  long  term  rankings. 


Where  exactly  is 
Alabama? 


.ansas 


Alaska 
Missouri 
Tens 
Jabama 


Nol  Par  From  Alaska. 

Now  there  s  a  state  //ia/  doesn  I 
lave  many  people  or  much  crime. 
lei  our  crime  rate  is  even  fewer. 

IPIlloTA 
TCNNEL55C.C. 
ALAbAMA 
.  LOUISIANA 
CONNECTICUT 


Right  Bel  wen  If  nnessee 
And  Louisiana. 

InlQQO.wehada  civilian  labor 
forceofl.fl92.000.oneoftlie 
highest  in  the  region. 


It  s  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  from  where  you  think.  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  combination  of  reasons.  First  ol  all.  Alabama  s 

always  been  known  lor  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 
than  the  sum  of  some  very  strong  parts.  As  a  result,  our 
research  parks,  health  care  industry,  skilled  labor  force,  and 
joint  programs  between  education  and  business  are  drawing 
attention  and  praise  both  nationally  and  internationally. 
And  that'  s  really  putting  Alabama  on  the  map. 


Pal  aba] 

,  UtvUHOMA 
KANSAS 

>hti(  carolina 
maim; 


Way  Iks! 
North  Carolina. 

77k  ■  average 
annual  pay  for 
wotkers  is  higher 
here  than  a  state 
with  a  repufaf/on 
lor  prosperity 


AljllleAliovcrvrioJel  slaiul. 

Alabama  has  more  Fortune  500 
headquarters  than  states  you 
would  expect  to  find  ahead  ol 
us  in  this~cstegoiy 


It    Isn't    W  here    You    Think    It  I 


WHAT  IS  IT  THAT  MAKES 
USING  THE  MACINTOSH  SO  EASY? 
IT'S  THE  LITTLE  THINGS. 


Macintosh 
ColorDisplay 


Macintosh 
ColorDisplay 


Macintosh 
Color  Diso 


.cintosh 


Macintosl 


Macinto 


bu've  got  letters,  sales  charts 
hose  presentation  slides 
'iday  that  still  aren't  finished. 
'U  re  thinking  it's  about  time 
lplify  your  life  with  a  computer. 
I  call.  Maybe  you're  think- 
lacintoshi  But  you  might  not 
e  that  a  big  part  of  what 
s  the  Mac  so  easy  is  the  soft- 
programs  you  choose, 
lat's  why  at  Microsoft,  we've 
the  last  few  years  contin- 
fining  and  developing  a  line 
lications  that  are  inmitive, 
tent  and  downright  friendly, 
id  we  didn't  do  it  alone.  We 
the  brains  of  millions  of 
sers.  We  gathered  your  sug- 
is.  We  watched  how  you 
We  even  created  aWish  Line 

Sft  Corporation.  All  ri^hrs  reserved  Primed  in  the  I  ISA  For  moi 


so  whenever  you  think  of  some- 
thing you'd  like,  we're  sure  to  hear 
about  it.  And  likely  to  use  it. 

We  focus  on  the  jobs  you've 
told  us  you  do,  and  look  for  the 
best  ways  to  simplify  them.  Our 
word  processor,  Microsoft  Word, 
for  instance,  uses  built-in  guidance 
to  help  you  create  custom  letters, 
invoices,  envelopes,  everything, 
and  print  them  out  to  your  whole 
mailing  list.  Nothing  to  it. 

The  Microsoft  Excel  spread- 
sheet lets  you  manage  sales  figures, 
expenditures,  you  name  it.  To 
convert  it  all  into  beautiful  graph- 
ics, just  summon  ChartWizards, 
and  you're  done  in  a  flash. 

Presentations  are  no  big  thing 
either,  with  Microsoft  PowerPoint 


presentation  graphics.  It  helps  you 
organize  your  thoughts  into  an 
outline,  then  develop  your  ideas 
into  great-looking  slides. 

And  most  importantly,  our 
products  are  all  designed  to  work 
flawlessly  together.  Once  you've 
mastered  one,  you've  already  begun 
to  learn  them  all. 

So  ask  an  experienced  Mac 
user  which  applications  make  their 
work  easier.  They'll  tell  you 
Microsoft.  After  all,  we've  worked 
with  you  so  much,  it's  no  small 
wonder  people  think  our  programs 
are  such  a  great  little  package. 


Microsoft 

Making  it  easier 


iformarion,  call  (800)  426-9400,  Dept.  KM1  In  Canada,  call  (800)  S63-9048. Outside  the  United  States  and  Canada, call  (206)  yi<,  8661.  Microsoft  and  PowerPoint  .ir 
irks  ..I  Microsoft  l  orporatlon  Macintosh  and  M.u  arc  registered  trademarks  of  Apple  Computer,  Inc. 


[ 


nformation  Processin 


SOFTWARE  I 


GETTING  WORK 

TO  GO  WITH  THE  FLOW 


"Workflow  automation"  can  smooth  the  kinks  in  your  operation 


Unless  you've  been  asleep  for  the 
past  couple  of  years,  you've  no 
doubt  heard  of  "reengineering 
the  business  process."  It's  the  big  buzz 
in  management  circles,  a  call  to  rethink 
thoroughly  and  rebuild  the  work  of  com- 
panies—from how  products  are  designed 
to  how  orders  are  filled.  And  the  ac- 
cent is  on  thoroughly:  "Don't  automate, 
obliterate."  urges  Michael  Hammer, 
reengineering's  most  famous  proponent. 
Easier  said  than  done.  Even  if  thev 


the  creation  of  a  document  such  as  a 
marketing  plan.  First,  research  reports, 
memos,  letters,  and  other  relevant  pa- 
pers are  gathered.  Data  are  pulled  from 
computer  data  bases.  Then,  a  first  draft 
is  written,  which  embarks  on  a  long, 
twisted  journey  from  one  desk  to  an- 
other for  review,  editing,  reediting,  illus- 
tration, and  approval.  At  each  stop,  the 
document  may  wait  for  hours  or  even 
days.  As  a  consequence,  according  to 
Delphi  Consulting  Group  Inc.  in  Boston, 


should  get  the  information  next, 
ing  the  travel  times,  and  avoidin; 
routing.  The  system  can  also 
grammed  to  send  documents 
different  paths,  depending  on  cont 
check  request  exceeding  S5.000 
go  to  Alice  for  approval,  others  t< 
i  table  I.  Some  workflow  packages 
by  maintaining  a  central  data  bas 
tracks  each  document's  location 
its  specified  path.  Others  provide 
of  electronic  envelope  to  guide  ea( 
ument  through  the  e-mail  system 
easier  AND  cheaper.  Workflow  is 
relatively  small  niche  in  infon 
technology.  Delphi  figures  U.  3.  c( 
tions  will  spend  about  S710  mill 
workflow  next  year— one-third  f( 
suiting  services  and  the  rest  fo 
ware.  But  the  business  is  attractin 
of  competitors,  from  tiny  start 
such  software  giants  as  Lotus  D( 
ment,  Microsoft,  and  WordPerf 
addition,  hardware  heavies  such 


HOW  IT 
WORKS 

As  more  information  is 
embodied  in  electronic 
forms  and  other  comput- 
erized documents, 
workflow  management 
systems  can  automate  the 
information's  movement 
from  person  to  person. 
The  payoff  is  fewer  errors 
and  higher  productivity. 


IAn  employee 
fills  out  a  "smart" 
expense  form  on 
a  computer. 


C3  o>  O  O  CD  \ 

ooooo 


2 The  form  routes 
itself  over  a  net- 
work to  the  appro- 
priate manager  for 
initial  review.  The 
form's  arrival  trig- 
gers the  retrieval  of 
employee  files  that 
may  also  be  needed. 


3 Everything  checks 
out,  but  because  a 
payment  of  more  than 
$5,000  is  involved, 
the  form  automatically 
moves  to  an  upper- 
level  manager  for 
special  review. 


4 Upon  final  sign- 
the  form  sends  c 
copy  of  itself  to  an- 
other computer, 
which  cuts  a  chec 
Also,  an  electronic 
note  is  sent  to  remi 
the  employee  to  pi 
up  the  check.  The 
form  then  stores 
itself  on  an  archi- 
val laser  disk. 


want  to.  most  companies  can't  radically 
reengineer  for  fear  business  will  grind  to 
a  halt.  But  there's  a  less  drastic  way  to 
achieve  many  goals  of  reengineering: 
It's  called  workflow  automation,  and  it  is 
both  an  analytical  approach  and  a  type 
of  software.  It  begins  by  examining  how- 
documents,  business  forms,  and  other 
information  wend  their  way  through  an 
organization  and  among  businesses.  This 
pinpoints  bottlenecks  and  outdated  pro- 
cedures that  slow  things  down  and  add 
to  costs.  Once  new  routes  are  laid  out. 
workflow  software  is  installed  on  com- 
puter netw-orks  to  convey  information 
instantly  to  the  right  desk— whether  it's 
a  digital  image  of  an  invoice  or  an  elec- 
tronic-mail query  from  a  customer. 
WAITING  GAME.  Substituting  the  net- 
work for  the  mail  cart  is  a  first  step  in 
improving  the  flow  of  work,  because  in 
just  about  every  office,  information 
spends  most  of  its  life  moving  from  desk 
to  desk,  waiting  to  be  used.  Consider 


gathering  and  transferring  paper  docu- 
ments makes  up  as  much  as  90%  of  the 
time  needed  to  finish  typical  office  tasks. 

But  switching  from  paper  to  electron- 
ic documents  is  only  part  of  the  solution. 
Unless  the  procedures  for  sharing  the  in- 
formation are  revised  as  well,  informa- 
tion could  still  be  sitting  90%  of  the 
time,  says  Delphi  President  Tom  Koulo- 
poulos.  This  is  where  workflow-  software 
comes  in.  It  makes  the  movement  of 
documents  automatic,  eliminating  the 
need  for  a  human  to  figure  out  who 


Eventually,  workflow 
management  may 
become  the  backbone  of 
many  computer  networks 
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Xerox,  and  Unisys  are  haw-king 
flow  systems. 

Why  all  the  sudden  interest? 
it's  the  reengineering  fad.  "It's  v 
ficult  to  look  at  improving  the 
process  without  automating  th< 
flow,"  says  Colette  Coad,  senior  r 
of  enabling  technologies  at 
Young.  Also,  improvements  in  t« 
gy  make  workflow-  automatior  k 
and  cheaper.  In  the  1980s,  it  bee  j. 
onomically  feasible  to  scan,  stc 
move  paper  documents  electron 

FileNet  Corp.  in  Costa  Mesa 
pioneered  the  business  with  wort 
that  retrieve  and  display  images  I 
it-card  slips  or  insurance  policies) 
stance.  FileNet's  software,  calle 
Flo,  enabled  customers  to  detei 
specific  path  for  images  to  mov 
sometimes  to  multiple  workstajl 
once  for  simultaneous  viewing 
cessing.  Since  then,  virtually  evj 
plier  of  imaging  systems  has! 

INFORMATION  f^H- 


N 


ow 


YOU     KNOW  WHAT 


GOES  INTO 


Every  Investment 


DECISION 


we  Make. 


3ERIENCE.  Tears  of  it.  EVERY  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  to 
TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOST 
STANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSO 
le  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUITY 
iXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  years 
ears  and  years  of  EXPERIENCE. 

A     TIME  -  HONORED     TRADITION      IN     MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON- LONDON-TOKYO 
4  &_£~A~t&_th_&^.&_i&«i^&_iiwSwiwiL^ 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (3 1 2)  337-5633  OR  WRITE 


BUSINESS 


arketPlace 


BUSINESS  WEEK  MARKET-PlACl 
100  EAST  OHIO  STREET  SUITE  6: 
CHICAGO,  ILLINOIS  6061 1 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Black  w 
24K  Gold  SI  20 
S6  NUK 


Don't  Lose  Their  Attentionl 

Bright  red  laser  dot  lets  your  audience  focus 
on  your  topic  and  lets  you  direct  the  presentation. 


$72 

Silver 

0  ftlPCC 

55  Oak  Court,  Danville.  CA  94526 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  oept.H 


Sports  Equipment 


Cheat 
At  Tennis 


_2!L 


|tennistutor|  Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800  448-8867 

for  FREE  brochure 


TENNIS 
ELBOW? 

Demo  the  remarkable  Rocke 
racquet    from    Mitt,  USA. 
Patented  Rocker  Stringing 
System  eliminates  shock 
without  sacnficing  power 
or  control.  Thirty-day 
money-back  guarantee. 

FREE  VIDEO: 

1-800-252-MITT 

Mitt  USA.  PO  Bo*  ISOI.Spolune 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


BX/1000  78* 


Full  Strip  Black 
Desk  Stapler 
#747BK 


WHOIJiSAUi 


3M 


3"x5"  Yellow 
Post-it™  Notes 
#655YW 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same  day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it!  Call  for  details  and  your  free  catalog. 


1-800-962-9162 


Ad  Code  0085 


Translation  Services 


^Expand  Your  Profits^ 

IDOC  clients  made  more  than  50%  of  their 
sales  overseas  last  year  by  translating  and 
localizing  their  products  to  fit  foreign  markets. 

IDOC,  The  Language  Solution,  offers  a  turnkey 
approach  to  the  foreign-language  translation  of 
your  products  and  collateral,  including: 


•  Translation 

•  Software  Localization 

•  Desktop  Publishing 

•  Testing 

For  a  FREE  consultation  &  estimate  CALL  800-336-9898  'FAX  800424-3760 


IDOC 


Travel 


Send  wrinkles 
packing. 

Trade  in  your  travel  iron 
for  an  ingenious 
SMARTPACK8 
modular  packing 
system.  Keeps 
everything 
from  silks  to 
suits  neat  and 
wrinkle  free. 

Call  today  for  your 
free  catalog! 

Shown,  18"  SmartPack,  $28 
Weekend  Bag.  $68 

SmartPack  1-800-969-8585 


Telecommunications 

Save  big 

ON  LONG  DISTANCE  CALLS 

One  Lew  Rate  Anywhere  in  USA 

International  Rates  30%  -  50%  Less 
NO  FEES  -  L.D.  Bill  Must  Exceed  $100 
Call  1-800-572-1818  ext.. 33  or  132 


WIRETAP  ALARM 


Protect  your  telephone  privacy  wrth  the  SC 1100  Wiretap 
Alarm.  This  high  tech  patented  computer  device  can 
automatically  detect  the  presence  ot  wiretaps  connected  to 
your  dedicated  telephones,  modems,  FAX  or  answering 
machines  Small  businesses  and  homeowners  can  now 
protect  against  unwanted  intrusions  of  their  privacy  The 
SC1100  is  easily  self-installed,  and  programmed  to  initalize 
on  installation  and  it  can  be  remotely  checked  even  while 
you're  away.SC1100  has  an  unconditional  30  day  money 
back  guarantee  and  one  year  warranty  Order  today  call:  1 
800-334  0074  Dept.  121 ,  $399  (plus  $15  S/H)  VISA 
or  MasterCard  accepted 


SEimiTYfTH 


Computer  Software 


Yellow  Pages 


CD  ROM 


&  WHITE  PAGES  PHONE  DIRECTORY  ON 

•  10  Million  VS.  Bi 
■  78  Million  VS.  Residents 
from  5  000  ph.  directories 
•  Search  bv  Company  Name  Cltv.  Stale  Zip  Code,  or  type 
Pnni  hilings  to  disk  or  labels  on  vour  primer 

•  Business  PhoneDisc    I  $89 

•  Business  PhoneDisc  II     $139  j& 
DRIVES  ALSO  AVAILABLE 
1-800-800-6003    (9041  241-691  7 

36  3b-nor.fl  Old*  E    Nwtur*  B««cr,  F  L  37266 


Investment  Services 


How  will 
Clinton's  Plan 
affect  you? 

Find  out  by  reading 
The  Agressive  Investor. 

Three  months  $55 

One  year  $195 
The  Agressive  Investor 
P.O.  Box  4011 
Cerritos,  CA  90703-401 1 


Education/lnstructii 


COLLEGE  DEGFE 

BACHELORS  •  MASTERS  •  DOCii 

For  Work,  Life  and  A; 
Experience  •  No  CI? r 
Attendance  Reqi  > 


Call  (800)  423- 

or  send  detailed  rrr 
for  Free  Evaluate 

Pacific  Western  Univell 

600  N  Sepulveda  Blvd  .  Dept  C 
Los  Angeles,  CA  90049  US. 


IB 


EXTERNAL 


DEGRI 

BA/BS  MS/MBA  PhD| 
|  Credit  lor  work./life  exp.  •  Acfl 
(800)  444-8569  (24  hrf 

LaSalle  Universe 

I  Dept.  569  Mandeville,  LA  704M 


University  Degm 

Home  study  Associate,  Bjh- 
M8A  degrees.  Paralegal,  Iffc, 
Marketing,  Management,  ft 
Care  Administration,  Intew 
Business,  Human  Resourclr 
Call  (800)  477-2254jb 
Southern  California  Univ 
202  Fashion-BW,  Tustin  C 


BACHELOR,  MASTER,  D 

EARN  A  DEGREE  Use  your  past 
credit  toward  your  degree  No  clai 
or  on-campus  attendance  Stud 
your  experience  Sell-paced  • 
For  No  C 
(505 


Albuquerque.  New  Mexic 


RESEARCH  REM 

19,850  academic  topics  an 
Send  $2  00  for  the  290-page 
Custom-written  reportsalsocl 
RESEARCH  ASSISTANIf 
1133?  Idaho  Ave  .  #20(f, 
Los  Angeles,  CA  900% 
Toll  Free  Hotline:  800-351 
(California:31 0-477-821 


Cable  TV 


CABLE  TV  DESCRAH 

CONVERTERS,  ACCES 

Name  Brands.  Lowest  Prices.  B 
For  FREE  16-page  color  cat 

CABLE  READY  tOQQl  93 
COMPANY  M 


ton 
kl 
779 
'■Satis 


Special  prices'  •  Compare  0i| 
Pnces'  •  Orders  From  Slock  Shippei 
•  Guaranteed  Warranties  &  tt 
•  All  Major  Credit  Cani'i 
PACIFIC  CABLE  CO.,  1 1 
Reseda,  Dept.  867  ReseJ 
For  catalog,  orders  &  into  1-831 


AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
0<:  (312)  337-5633  OR  WRITE 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


sletters/Periodicals 


riRE  EARLY! 

»s  to  quit  the  rat  race  for  a 
new  career,  saner  lifestyle! 
)0-page  report  "The  25  Keys 
cure  Early  Retirement," 
ssue  of  newsletter.  Early 
ttent  Advisor.  Send  $2  95 
K/MO)  to:  DataTrends,  Box 
•rifield,  VA  22116. 


ness  Opportunities 


WJZKD  CHILDREN'S  BOOKS 


rejlment  into  thai  profitable  business  you  have 
iJ  about!  \n  excrllent  home  operated 
lit!  sell  fast  in  stores!  At  fairs!  Malls!  Or 
any  whri  i'  Tliin- ai  '-  |hd|iI.-  It  's  easy  In 
selling  our  exeitinc  line  of  oersonatized 
il her  exciting  product)  available. 
»  tall  today!  214-248-9100 
'     D  &  K  Enterprises,  Inc. 

3216  Commander,  Suite  101.  Depl  21 

Carrolllon,  Texas  75006 


START  YOUR  OWN 


ATE  POSTAL  CENTER 


X  MANUFACTURER  hus  free 
catalog  and  information  on 
ostal  Centers  and  related  busi- 
ces.  HIGH  PROFIT  I 


(800)323-3003 

inCA  (213)232-6181 

1010E.62ndSt.  LA.,  CA  90001 
People  Committed  to  Quality  Since  1936 


24Hrs 


ITU 


IVER  10  MILLION  SOLD 

ers  purchase  current  20  CD's,  tapes 
M/FM  receiver  +  video  rewinder  + 
re  for  two.  Only  $19.95.  Your  cost 
prot.  terr  avail. 

U  MUSIC  &  VIDEO  CLUB 

368-8895  24  hrs.  info  line  > 

iman  Resources 


orce  On  Shiftwork 


)f  managers,  trainers,  safety 
ittees  •  Focus  on  human 
ince,  error,  sched.  &  safety 
itated  by  the  authors  of 
*  Safety  &  Performance 

409/345-7777 
:Bride  Publications 
.akes  Resort  Conf.  Center,  TX 


siness  Services 


«  to  incorporate  without 
>f  an  attorney.  You  can 
te  yourself  or  qualify  an 
operation  anywhere  in  the 
btain  information,  sample 
d  a  national  roster  of 
e  corporation  division, 
)5  to:  B.E.T.  Investments, 
3779  Carson  City,  NV 
9.  Satisfaction  Guaranteed, 
lude  $2.00  S&H. 


icial  Sampling 
Specialists 

|  hen  anyone-IRS,  HHS, 
3  tax,  etc. -demands  an 
amount  projected  from 
limited  sample  of  your 
records. 

ands  are  routinely  99% 
y.  We  deflate  this  puffery, 
up  to  99%. 
i  iates  702/741-5050 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain 

•  Forward-tilt 
feature 

•Adjustable 
neck  rest 

•  Built-in  adjustabl 
lumbar  support 

To  fit  individuals  from  92"  up  to  6'6 


BackSaver  call  1-800-251-2225 

  fax  14  hrs.  1-800-44.4-9609 

53  Jeffrey  Ave.  BWT.  HoUiston.  MA  01746 


Corporate  Gifts 


Weaw  LOGO 


ButtonCufVers1" 

0  Gold  plated 
0  Custom  Color  Logo 
0  As  low  as  $6  50/pair 
0  25  pair  minimum 
For  Free  Brochure 

800-875-5587 


Art/Collectibles 


World's  Largest  Bronze  Supplier 

FREDERIC  REMINGTON 
BRONZE  COLLECTION 
BRONCO 


BLISTER 


S140 


"Lost  wax  casting" 

Henry  Bonnard 

Bronze  Co. 
and  Associates 

4305  S.  Highway  17-92 
Casselberry,  FL  32707 

407/339-9103  •  1-800/521-3179 

Call  or  Write  for  Catalog 

Marble  bases  and  shpg.  &  hdlg.  additional 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling  v 
and  guality.  Send  for  ..cSSPw 
FREE  CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55E  Hingham,  MA  02043 


Corporate  Gifts 


100%  Cotton/Your  Logo!  — 
Buy  Factory  Direct  and  Save 


At  the  Queensboro  Shirt  Company,  we  don't  just  make  our  own 
shirts,  we  make  our  own  cloth!  You  buy  direct,  get  a  better  shirt, 
and  save.  Special  New  CustomerTrial  Offer:  6  shirts,  $179.  For  a 
color  catalog  and  more  info  call: 

1-800-847-4478        fax  1-718-782-4614 
The  Queensboro  Shirt  Company 
Dept  BW36,  80  N  5th  Street,  Williamsburg,  NY  11211 


Corporate 
Hes 

Wi         (150  pc.  minimum) 
^Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 


4 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 


Outside  ME 
S00-962-1526 


TEL:  207-326-9179 
FAX:  207-326-9080 


Send  us  your  color  logo'  along 
with  $10.50  and  well  rush  you 
a  personalized  working  quartz 
watch  sample  as  our  convincer! 

A  timely  Idea  lor  .  . 
Incentive  •  Premium  •  Dealer/Loader  •  Business  Gift 
Convention  or  Meeting 

iLim  2  umpte  pet  company  @StOSO  txhl 

FREE  CATALOG  -  FAX  18181288-6200  OR  WRITE: 
IDEAL  WATCHES,  CO 
8033  SUNSET  BLVD  »63   LOS  ANGELES.  CA  90046 


CELEBRATE 

AN  ANNIVERSARY 


COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 


CUSTOM; 
TIES 
SCARVES 
IISTS 


NECKWEAR 
Stamford,  CT 

252-5966 
FAX:  (203)  329-76 


Ambassador  Lapel  Flags" 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.     CT    06776,     U  S  A 
(800)  535-5255  •  Fax  (203)  354-2786 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


EMBROIDERED 
CAPS  AS 

•ftfyaw^.    low  as 
$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FOR  AD  RATES  AND  INFORMATION 
PHONE  (312)337-3090 
FAX  (312)  337-5633  OR  WRITE 


mm  BUSINESS  _  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
1 00  EAST  OHIO  STREET  SUITE  63 
CHICAGO,  ILLINOIS  60611 


Sales  Promotion/Premiums 


YourLoa), 


hoose  from  our  selection  of  premium, 
American  made  casual  wear  and 
get  your  logo  custom  embroidered 
free!  No-risk  satisfaction 
guarantee,  of  course. 

Get  the  recognition  you 
deserve.  Call  for  current  catalogue  and  prices.  1 

1800229-0706 

UmFirst  Express,  Hillcrest  Industrial  Blvd.,  Macon,  GA  3 1 204 


Businesses  ■  Clubs  ■  Associations  "  Events 


Sales  Promotion/Marketing 


Sales  Success  Profile 


How  good  aie  yout  salespeople?  The  3  SP  ts  a  50 
question  sales  lesl  that  measuies  13  selling 
ski'lsl  Scoied  on  youi  PC,  ll  shows  how  your 
salespeison  lanks  compared  to  over  300,000 
othei  salespeople!  Pioduces  8  to  14  pages  of 
Natfative  Reports  and  Training  Tipsl 

FREE  Sample  Test  CALL  NOW! 


Dealer  Inquiries  Invited 

1-800-477-321  1 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/ Residents 

•  or  Any  List  You  Need1 

FREE  Catalog  -  Call  (402)  331-7169  or  write 
American  Business  Lists 

PO  Box  27347  •  Dept  01-083 
Omaha.  NE  68127  •  FAX  (402)  331-1505 


Business  Displays 


WOODEN 


Upscale  Point  of  Purchase 
Displays 

Call  Toll  Free  for  Catalogue 
1-800/568-2531 
Take  One  Inc.  •  Los  Angeles,  CA 
Fax  213/255-1280 


Auctions 


Receive  auction  notices  from 
Federal  Agencies  to  bid  on 
bank  assets,  vehicles,  &  real  es- 
tate. Directory  shows  how. 
Send  $29.95  +  $3.00  S/H  to: 

Auction  Watch 
2915  Carolyn  St.  N.E. 
Marietta,  GA  30062 
60-day  money  back  guarantee! 


Real  Estate  South 


FREE  PREVIEW  KIT 


•  Prestigious,  private  golf  &  tennis 
community.  •  Town  and  country 
lifestyle.  •  Distinctive  homes  and 
townhomes  from  $249,000. 

1  -800-925-0085 

GOVERNORS  CLUB 


CHAPEL  HILL,  NC 


Golt 


GOLF  CLUBS  FACTORY  DIRECT 


GOLF  CLONES-lron  Copies-Zing, 
Silver  Scot  845s,  Ultra  45, 
Original  Controller  all  with  TTLite 
shafts,  Line  Grips  set  =  $189 
Wood  copies  of  Best  Sellers  $69  ea, 
set  =  $189 

Customer  Service  1-800/238-3343 


Classified  Advertiser 


IT  PAYS  TO  ADVERTS 
IN  THE  BUSINESS  WS 
MARKET-PLACE? 


The  Business  Week  Mjl 
Place  Section  is  a  spec|i 
vertising  feature  appeaig 
the  first  issue  of  each  lie 
The  Market- Place  provke 
ideal  'showcase'  for  adir 
ers  who  have  products  4 
vices  that  appeal  to  Bu:1 
Week's  more  than  6.8 
responsive  readers. 


For  rates  and  inform.^ 

write: 

BUSINESS  WEES 
MARKET-PLACf 
100  East  Ohio  St.,  Sui 
Chicago,  IL6061] 
or  call  (312)  337-3(( 
or  FAX  (312)  337-f 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood ? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


W  V.'.'JPT     "        *-<77?rt  WHffl 


arkflow,  too,  contributing  to  File- 
58  million  loss  last  year. 
',  the  technology  has  evolved  to 
e  all  types  of  office  information, 
ig  personal-computer  files,  incom- 
one  calls,  and  even  video  clips, 
t,  for  instance,  has  adapted  its 
re  for  Microsoft's  Windows.  Cus- 
!  can  now  sketch  detailed  road 
on  screen  that  describe  where 
;em  should  go  and  what  should 
e  to  it  before  it  moves  on. 
sly  contemplating  workflow  auto- 
sparks  improvements.  Analyzing 
•iting  down  an  existing  sequence 
i  steps  forces  companies  to  exam- 
ir  procedures— sometimes  for  the 
me.  "Installing  a  workflow  sys- 
ikes  you  ask:  'What  do  you  really 
;o  do?' "  says  Mary  Schramke, 
of  a  pilot  project  at  Aetna  Health 
a  division  of  Aetna  Life  Insurance 
ie  insurer  hopes  workflow  auto- 
will  speed  processing  of  some  80 
claims  a  year.  Before  analyzing 
nnecticut  claims-processing  office, 
"hadn't  looked  at  the  whole  pro- 
ihe  recalls.  One  function  was  cut 
1  steps  to  five.  And  Aetna  found 
dms  backed  up  in  the  mailroom 
i,  by  tradition,  none  got  moved 
acks  of  50  had  accumulated. 
ianges.  Once  a  workflow  map  is 
letwork,  managers  can  modify  it 
n  as  they  like,  to  squeeze  out 
iciencies  or  accommodate  chang- 
•k  patterns.  Consolidated  Edison 
New  York  City  utility,  changes 
kflow  maps  in  a  flash  to  meet 
lifts  in  the  customer-service  re- 
t  receives.  The  goal  is  to  spread 
renly  across  a  pool  of  telephone 
ntatives  and  cut  response  time. 
I  even  uses  its  Sigma  Imaging 
5  software  to  simulate  planned 
n  sequences  before  workers  are 
)  try  them. 

ise  the  payoffs  are  so  obvious, 
say,  workflow  management  is 
to  become  ubiquitous.  Word- 
Corp.,  for  instance,  has  just  add- 
:flow  to  its  popular  word-pro- 
package.  Eventually,  workflow 
nent  may  become  the  backbone 
computer  networks,  working 
>ehind  the  scenes  to  collect  and 
)cuments,  fire  up  applications 
is  as  needed,  and  do  other 
That's  what  Xerox  Corp.  envi- 
"  its  new  InConcert  software, 
tomates  workflows  on  networks 
)mpatible  PCs  and  Sun  Micro- 
workstations.  For  now,  though, 
is  that  use  workflow  software 
y  to  have  a  relatively  painless 
of  reengineering— and  lots  of 
-boxes. 

By  John  W.  Verity  in  New  York 


No-Load  International  Diversification  -  #1  in  a  beries 


A  SUCCESSFUL 

INTERNATIONAL  EQUITY 

fund  is  no  accident. 


Richard  Kjng,  President 
Warburg  Pinais  International 
Eauity  hunJ 


"Witk  Warburg  Pincus  International 
Equity  Fund,  I  analyze  economic  factors, 
kut  I  also  look  at  foreign  companies  like 
a  businessman,  from  tke  kottom  up. 
Tkis  no-load  fund  kas  earned  an  "A 
ranking  for  3  and  4-year  performance,  and 
a  "B" rairkirig  for  1-year,  according  to  The 
Wall  Street  Journal  I  Lipper  Analytical  Data.* 


Li|i|K'i  An.iktkal  NiM't\  In-  .  periods  ending  4/30/93  foi  international  stock  funds  Reprinted 
from  Tlx  Willi  Street  Journal  1993  Dow  Jones  &  Co.,  Inc.  All  rights  reserved.  Past  performance 
cannot  guarantee  future  results.  Investment  return  and  share  price  will  fluctuate  and  redemption 
value  mav  be  more  or  less  than  original  cost.  For  more  complete  information,  including  manage- 
ment fees,  expenses,  and  special  nsk  considerations  associated  with  international  investing,  call  for  a 
prospectus.  Read  it  carefully  before  investing.  Counsellors  Securities  Inc.,  distributor. 

CALL:  1-800-257-5614 

-166  Lexington  Avenue,  New  York,  NY  1001  7 


Warburg  Pincus  Funds 


Put  the  Power  of  Business  Week 
Behind  Your  Next  Mutual  Fund 
Investment  Decision 


B 


'asea  on  Business  Week's  top- 
selling  issue,  and  packed  with  the 
mutual  fund  investment  information 
and  analysis  no  one  else  has  the 
authority  or  expertise  to  compile, 
Business  Week's  Guide  to  Mutual 
Funds,  Third  Edition  is  sure  to 
become  your  #1  source  for  ... 

•  Performance  advice,  data,  and 
rating's  for  1,500  mutual  funds 

•  Full  analyses  of  equity,  fixed- 
income,  money-market, 
specialty,  and  closed-end  funds 

•  Levels  of  risk,  fund  objectives, 
management,  fees,  key  stock 
holdings,  and  more 

•  Complete  mutual  fund  portfolio 
selection  and  monitoring  tools 
for  the  novice  and  the  expert 

•  Up-to-date  listings  of  funds  to  watch 


ML 


Visit  your  local  bookstore- 
Business  McGraw-Hill 


-or  call  1-800-2-MCGRAW  today 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Finances 


FINANCIAL  FITNESS 
f  OR  UNMARRIED  COUPLES 
E 


lien  Friedman 
know  s  the  frus- 
trations of  liv- 
ing outside  the 
bonds  of  matrimony. 
She  has  been  turned 
down  repeatedly  for 
a  family  health  insu- 
rance policy.  She 
can't  declare  herself 
head  of  household  on 
her  tax  returns  even 
though  she  is  work- 
ing full  time  while 
her  partner  stays  at 
home  with  their  two- 
year-old  son.  When 
he  was  a  baby,  they 
rushed  him  to  the 
hospital  for  emergen- 
cy surgery.  Fried- 
man could  not  sign 
release  papers  be- 
cause she  is  not  his 
biological  or  adoptive 
mother.  "It's  hard 
being  invisible."  she 
says. 

As  a  lesbian. 
Friedman  cannot  le- 
gally marry  her 
partner.  But  an 
increasing  number 
of  Americans  are 
choosing  not  to  mar- 
ry. The  U.  S.  Census 
Bureau  counted  4.9  million 
households  of  unrelated  adults 
in  1992.  Along  with  homosex- 
ual pairs,  the  group  includes 
unmarried  heterosexual  cou- 
ples, elderly  couples  who 
would  lose  a  deceased 
spouse's  pension  and  Social 
Security  benefits  if  they  mar- 
ried, and  various  groupings  of 
family  members  and  friends 
who  find  it  more  affordable 
and  congenial  to  live  together. 
EXTRA  COSTS.  Although 
cities  and  corporations  have 
extended  benefits  to  domes- 
tic partners  of  employees,  un- 
married couples  miss  out  on 
many  financial  advantages  and 
legal  protections  that  manned 


people  enjoy.  I  he  law  pro- 
vides for  married  couples  if 
one  dies  or  becomes  incapaci- 
tated or  the  relationship  ends. 
But  nontraditional  couples 
must  create  their  own  safety 
net  by  preparing  an  assort- 
ment of  legal  documents,  do- 
ing extra  financial  planning, 
and  in  many  cases,  spending 
more  money  on  insurance, 
health  care,  and  taxes. 

Domestic  partners  may 
have  need  for  little  more  than 
a  loose  agreement  on  handling 
household  expenses  and  per- 
haps a  joint  checking  account 
in  their  first  few  years  togeth- 
er. "Mingling  your  finances 
should  be  a  slow  evolution," 


says  Sharon  Rich,  a  financial 
planner  from  Belmont.  Mass. 
But  as  the  relationship's  hori- 
zon expands  and  you  start 
making  major  purchases  to- 
gether, some  legal  safeguards 
are  in  order. 

STAKE  YOUR  CLAIM.  Several 
kinds  of  agreements  exist  to 
protect  domestic  partners  (ta- 
ble). "Not  only  can  it  be  im- 
portant to  clarify  the  more 
practical  and  mundane,  but  it 
can  also  be  destructive  if  you 
don't,"  says  attorney  Denis 
Clifford  of  Berkeley.  Calif., 
one  of  about  20  cities  that 
registers  domestic  partner- 
ships. Couples  who  skip  a  re- 
lationship agreement,  which 


spells  out  ho^ 
will  handle 
property,  del 
finances,  she 
sure  to  create 
estate  agreei 
they  buy  a  h<J 
gether.  In  ac 
include  both  | 
on  the  lease 
when  you  joi 
quire  proper 
assets.  For  el 
if  you  pay  foi 
car.  but  onl| 
partner's  nai 
the  title,  yoi 
have  no  claii 
if  you  break 

With  increi 
nancial  intei 
dence,  a  will 
more  im| 
With  marri^ 
pies,  one  sp 
tomatically 
the  other's 
if  there's  no 
because  the 
not  recognizfl 
tic  partners! 
next  of  kin 
claim  to  ev4 
in  cases  whe 
is   no  willJ 
Cathcart.  ej 
director  of  the  Lamt 
Defense  &  Educatic 
which  promotes  gal 
through  legal  action, 
cases  where  one  per 
homeless  because  tj 
ner's  family  inherit* 
the  couple  had  shar| 
can  be  challenged, 
so  consider  assigning 
sets  to  a  trust  if  it 
ly  that  your  family  J 
pute  the  will.  And 
estate  planning  ber 
the  wealthy. 

Domestic  partners! 
want  to  give  each  otl 
ical  and  financial  po\| 
torney.  Then,  one  [ 
right  to  make  decisil- 
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becomes  mentally  or 
illy  incapacitated.  In 
tates,  the  medical  doc- 
is  called  a  health  care 
Without  these  agree- 
next  of  kin  decides, 
ys  there  have  been  nu- 
i  cases  with  AIDS  pa- 
where  "the  parents 
n  and  take  over,  and 
the  relationship." 
matters.  If  you  have 
i,  these  documents  as- 
3ven  greater  signifi- 
In  most  states,  only 
>ple  of  the  opposite  sex 
ve  parental  rights,  so 
ixual  parents  are  vul- 
;  to  losing  custody  if 
logical  or  adoptive  par- 
s.  Although  a  parent- 
eement  may  not  stand 
ourt,  writing  one  will 

that  you  both 
'hat  you're  getting 
hen  you  start  a 

ng  about  money, 
and  a  potential 
)  may  be  uncom- 
3,  but  it's  also 
for  the  relation- 
's Friedman,  who 
itten  many  such 
nts    over  nine 
nth  her  partner, 
kes   you  think 
'our  responsibil- 
he  says.  "That  is 
;ly  a  good  thing." 
ing  for  the  future 
>rmal  way  also 
auples  more  com- 
I  and  the  agree- 
I  asier  to  abide  by, 
|  ttorney  Karen 

I of  Cambridge, 
'he  couples  who 
fficulty  talking 
oney  and  the  fu- 
ly  be  the  ones 
ed  these  docu- 
le  most.  "Some- 
ople  need  to  go 
py  before  they 
ze  these  things," 
says.  No  matter 
'icult  it  is,  she 
I  certainly  easi- 
rk  out  these  is- 
•n  you're  getting 
an  when  you're 
up. 

is  tremendous 
in  the  cost  of 
attorney  to  pre- 
agreements.  But 
fi  sorting  out  the 


issues  is  the  most  time-con- 
suming part,  attorneys  will 
often  give  cut  rates  on  pack- 
age deals.  Kruskal  charges 
about  $300  for  a  will,  power 
of  attorney,  health-care  proxy, 
and  burial  instructions. 

To  find  an  attorney  with 
experience  with  domestic 
partnerships,  it  is  best  to  go 
by  word-of-mouth.  If  you 
don't  have  sources,  call  refer- 
ral services,  such  as  a  local 
bar  association,  and  look  for 
ads  in  alternative  newspapers. 
Once  you  have  some  names, 
conduct  interviews  to  find 
someone  you  are  comfortable 
with. 

Books  are  available  to  help 
couples  do  the  legal  work  on 
their  own.  Nolo  Press  in 
Berkeley  (800  992-6656)  offers 


If  there  is  no 
will,  the  next  of 
kin  can  lay  claim 


TO  EVERYTHING 


A  Legal  Guide  for  Lesbian 
and  Gay  Couples  ($21.95)  and, 
for  heterosexual  couples,  The 
Living  Together  Kit  ($17.95). 
Berkeley  lawyer  Clifford,  who 
co-authored  the  guide  for  ho- 
mosexuals, says  the  home- 
made agreements  should  hold 
up  in  court.  But  using  an  at- 
torney will  help  ensure  that 
you've  covered  every  aspect 


LEGAL  AGREEMENTS 
THAT  PROVIDE  LASTING  SECURITY 


Document 

Purpose 

Cost* 

WILL 

Makes  sure  your  partner  receives  property 
when  you  die.  Without  a  will,  all  assets  are 

tron^fprrpn  outomotirnllv  to  vonr  npyt  of  Kin 

ii  ui  i^ici  i  cu  uuiuniuii^uiir  i\j  rwi  i  icai  ui  iviii. 

Essential  for  couples  with  children  to  help 
partner  get  custody  if  legal  parent  dies. 

$100-$300 

TRUST 

Protects  wishes  of  deceased  if  family  mem- 
bers are  likely  to  contest  the  will.  Also  has 
significant  tax  benefits  for  couples  with 
complicated  estates. 

$500-$  1,500 

RELATIONSHIP 
AGREEMENT 

Ensures  that  both  parties  agree  on  handling 
of  joint  property,  shared  debt,  and  house- 
hold finances.  Also,  outlines  what  will  hap- 
pen if  couple  splits  up. 

$600-$  1,000 

REAL  ESTATE 
AGREEMENT 

Establishes  how  title  will  be  held  and 
mortgage  and  maintenance  paid.  Also 
decides  what  will  happen  to  property  if 
relationship  dissolves.  Can  be  included  with 
a  general  relationship  agreement. 

$600$  1,500 

PARENTING 
AGREEMENT 

Outlines  for  each  partner  the  support  obliga- 
tions and  decision-making  rights  with  regard 
to  a  child.  Also  may  define  how  families  of 
each  partner  will  relate  to  the  child.  In  the 
event  of  a  breakup,  outlines  visitation  rights 
and  support  obligations.  Such  agreements 
may  not  hold  up  in  court. 

$600-$  1,000 

DURABLE 
POWER  OF 
ATTORNEY 

Gives  domestic  partner  the  right  to  make  any 
financial  decisions  should  one  partner  become 
mentally  or  physically  incapacitated.  Other- 
wise the  next  of  kin  has  that  right. 

$100-$300 

HEALTH  CARE 
PROXY 

Allows  one  partner  to  make  medical  decisions 
should  the  other  become  sick  or  injured.  Also 
allows  partner  to  consult  with  doctors  and  visit 
in  hospital.  A  living  will  may  also  be  advised. 

$100-$300 

'Attorneys  typically  will  prepare  a  package  of  documents  for  much  less  than  it  would  cost  to  hove  them  done  individually 
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of  your  unique  situation, 
Kruskal  says. 

Along  with  legal  issues,  do- 
mestic partners  face  their 
own  set  of  financial-planning 
concerns.  Estates  pass  tax- 
free  between  spouses,  mak- 
ing it  crucial  that  domestic- 
partners  do  careful  estate 
planning.  Tax  laws  are  com- 
plex, and  the  advice  of  an  ex- 
perienced and  sensitive  tax 
attorney,  accountant,  or  finan- 
cial planner  may  be  well 
worth  the  cost.  Retirement 
planning  is  very  important  for 
unmarried  couples  who  usu- 
ally do  not  receive  continued 
pension  or  Social  Security 
benefits  when  a  partner  dies, 
as  widows  and  widowers  do. 
Domestic  partners  must  plan 
without  these  funds,  making 
it  necessary  to  have 
more  life  insurance  and 
income  in  retirement. 
advantages?  Also,  be- 
cause domestic  partners 
are  rarely  eligible  for 
benefits  from  their  part- 
ner's employer,  couples 
must  make  sure  they 
each  have  enough  health, 
life,  and  disability  insur- 
ance. Employees  for  cit- 
ies such  as  New  York 
and  companies  such  as 
Levi  Strauss  fought  for 
these  benefits,  so  if  your 
employer  does  not  grant 
coverage  for  domestic 
partners,  start  lobbying 
for  it  now. 

There  are  some  ad- 
vantages to  living  togeth- 
er outside  of  marriage. 
Domestic  partners  can't 
file  joint  tax  returns, 
so  dual-income  couples 
won't  get  pushed  into  a 
higher  tax  bracket.  Some 
people  are  also  glad  to 
escape  certain  rules. 
"When  you  are  married, 
there  is  a  whole  set  of 
property  laws  you  are  of- 
ten not  aware  of  unless 
you  get  divorced,"  says 
Clifford.  If  you  are  not 
married,  "you  don't  have 
the  state  telling  you 
what  to  do." 

So  with  a  little  fore- 
thought and  some  care- 
ful planning,  domestic 
partners  can  come  up 
with  a  set  of  rules  all 
their  own.    Amey  Stone 


Computers 

MAKING  YOUR 
PORTABLE 
LESS  LIFTABLE 


Shortly  before  the  out- 
break of  the  Persian 
Gulf  War,  a  London 
thief  snatched  a  laptop  loaded 
with  military  secrets  out  of  a 
parked  car  belonging  to  a  Roy- 
al Air  Force  commander.  Even 
though  the  computer  was  re- 
covered, the  unlucky  officer 
paid  a  price  for  his  careless- 
ness: He  was  court-martialed, 
fined,  and  demoted. 

You  don't  need  to  wear  mil- 
itary stripes  to  worry  about 
laptop  crime.  As  portable  PCs 
continue  to  shrink,  they  have 
become  tempting  targets. 
Common  thieves  can  fence  the 
machines  for  quick  cash. 
Worse,  a  foe  bent  on  indus- 
trial espionage  can  download 
information  from  your  laptop's 


hard  drive  onto  a  flop- 
py disk  without  your 
ever  discovering 
that  the  computer  i 
was  tampered  with,  j 
Says  Winn  Schwar-  | 
tau,  executive  di-  I 
rector  of  Interna-  | 
tional  Partnership 
Against  Computer 
Terrorism,  a  security 
company  in  Seminole, 
Fla.:  "The  actual  value  of 
the  machine  is  chump  change 
compared  to  the  value  of  the 
data  on  it." 

ROM-tin-tin  The  simplest  way 
to  thwart  laptop  larceny  is  to 
lock  up  the  PC.  Kensington 
Microware's  MicroSaver  se- 
curity system  ($59.95)  lets  you 
wrap  a  six-foot  galvanized 
steel  cable  around  a  desk  or 
other  immovable  object.  A 
steel  locking  device  fits  into  a 
special  slot  included  on  many 
laptop  models. 

Scare  tactics  may  also  pre- 
vent a  heist.  If  a  bad  guy 
tries  to  swipe  a  PC  protected 
by  Lapguard  software  from 
Personal  Computer  Card  ($99, 


800  992-1079),  a  dog's  menac- 
ing bark  will  sound  out  from 
the  speaker.  SonicPro  Alarm 
($100,  408  982-2568)  is  a  de- 
vice that  sticks  to  the  back 
of  your  monitor  and  triggers 
a  piercing  alarm  when  a  cul- 
prit jars  the  laptop.  It  comes 
with  a  three-year,  $5,000  insu- 
rance policy  against  theft. 

You  have  a  chance  of  get- 
ting your  laptop  back  by  in- 
stalling Computer  Owner  Pro- 
tection software  ($49,  idx 
Technologies).  A  permanent 
11-digit  COP  code  appears  each 
time  your  computer  is  turned 


on  and  can  help* 
identify  it  sh(J 
be  recovered 
Safegual 
I   data  migqi 
quire  more| 
f  gent  mes 
With  some 
ity  program)! 
must  insert 
disk  before  wl 
on  the  machine.  I 
software  packages 
Security  Guardian  fror 
mand     Software  Sj 
($250,    800  423-9147(1 
PC/DACS  from  MergentT 
national  ($189,  203  25| 
let  you  install  multiplj 
words:  one  to  prevent] 
thorized  users  from 
up  your  hard  disk  and| 
to  protect  particular 
ries  and  files. 

If  you're  really  pa| 
you  can  scramble  files 
ing  to  the  Data  Enc 
Standard  (DES),  a  gov( 
algorithm.  A  warning: 
your  DES  password 
even  James  Bond  ca: 
the  code.  Edin 


When  my  husband  an- 
nounced he  wanted  to 
spend  three  of  our  precious 
vacation  days  at  a  golf  school 
in  the  Catskills,  I  didn't  jump 
for  joy.  While  I  can  drill  a 
crosscourt  forehand  and 
whack  a  softball  into  left  field, 
when  it  came  to  hitting  golf 
balls,  nine  times  out  of  ten  it 
was  ready,  aim,  dribble. 

Still,  I  agreed  because  I  fig- 
ured learning  and  playing  golf 
would  be  a  good  thing  to  do 
as  a  couple.  And  I  have 
enough  of  a  competitive  na- 
ture to  want  to  prove  that  I 
can  outsmart  a  golf  ball.  By 
the  end  of  the  long 
weekend,  I  had  de- 
veloped enough  pro- 
ficiency with  my  5- 
iron  to  hit  the 
ball— occasionally— 
up,  straight,  and  120 
yards. 

Whatever  insight 
I  gained  into  this 
maddening  game  I 
owe  to  Larry  Keel, 
who  runs  the  Excell- 
er  Programs  golf 
school  at  the  Huff 
House  resort  in  Ros- 
coe,  N.Y.  Keel,  who 


Leisure 


HELP  AND  HOPE  FOR 

THE  MOST  HAPLESS  DUFFER 


bears  a  slight  resemblance  to 
golf  pro  Lee  Trevino,  is  a  self- 
taught  golfer.  He  is  also  a 
gifted  teacher,  with  a  knack 
for  reducing  the  complexities 
of  golf  to  simple,  easily  grasp- 
able  concepts.  "Stand  tall  over 
the  ball."  "Swing  shoulder  to 
shoulder,  not  back  like  a  base- 
ball bat."  "Let  the  body  fol- 
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low  the  swing."  Yet,  lest  we 
be  overwhelmed  by  all  the 
rules,  he  had  us  focus  on  fix- 
ing one  problem  at  a  time. 
body  lingo.  Exceller  empha- 
sizes three  aspects  of  golf:  the 
mechanical,  physical,  and  men- 
tal. What  I  liked  about  Keel 
is  that  he  really  homed  in  on 
the  inner  game.  He  had  an 
almost  Zen-like  ap- 
proach. My  defining 
moment  came  when 
Keel  explained  that 
golf  students  speak 
different  languages: 
body,  ball,  club. 
Those  are  the  cues 
they  respond  to  best 
when  they  must 
make  an  adjustment. 

I  speak  body.  So 
whenever  I  topped 
the  ball— a  common 
mistake  for  begin- 
ners that  causes  the 
ball  to  roll  along  the 


ground— Keel  would 
to  swing  my  arms  do\ 
enough,  on  the  next  s 
club  head  would  mir 
ly  get  under  the  ball 
it  up.  For  someoi 
speaks  ball  or  club, 
struction  might  well  1 
under  the  ball"  or  "S\ 
club  more  vertically." 

Exceller's  $1,195  tl 
package  for  two  inclu 
hours  of  daily  inst 
lodging,  all  meals  (exi 
dinner),  unlimited  pla 
inn's  short  par-3  couj 
daily  greens  fees  for  a 
full-length  course.  Thi 
five  students  in  all 
were  at  Exceller's  nj 
student-to-teacher  raj 

Scottsdale  (Ariz.)-b 
celler  (800  424-7438)  J 
schools  at  nine  resortf 
the  U.  S.  If  you  want 
out    other  progra 
Guide   to   Golf  Sc, 
Camps    from  Sha 
($19.95  with  postage, 
8888)  describes  1861 
wide.  Golf  school  wol 
you  an  instant  expeiw 
got  me  outsmartingei 
golf  balls  to  want  tobfi 
my  studies.  Anvw 


PERSON 


42  choices.  Not  counting  on  and  off 


traducing  Club  World SM  seat-back  entertainment.  First-run  and  classic  films.  Sports.  Cultural  and  current 
rairs.  Eight  channels.  Your  own  hi-definition  video  screen.  The  widest  range  of  programming  to  choose 
)m.  Or  not.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 

The  world's  favourire  airline®.^^ 


Susan  Parker  used  to 
run  five  miles  a  day  un- 
til she  gradually  began 
to  trip,  fall,  and  lose  control  of 
her  bladder.  She  went  to  nu- 
merous doctors  before  she 
was  diagnosed  with  multiple 
sclerosis  at  age  34.  Although 
the  news  shocked  and  de- 
pressed her,  Parker  went  on 
to  pursue  her  career  as  a  mu- 
tual fund  analyst  for  Paine- 
Webber  Group,  have  a  child, 
and  lobby  Congress  for  more 
MS  research  funds.  "I 
don't  like  to  play  the  part 
of  a  poor  disabled  per- 
son," says  Parker,  who 
gets  around  with  a  mo- 
torized scooter.  "I  want 
to  stay  active  in  society." 

Parker's  story  debunks 
the  myth  that  people 
with  MS  cannot  lead 
productive  lives.  Al- 
though celebrities  such  as 
comedian  Richard  Pryor 
and  former  Congress- 
woman  Barbara  Jordan 
have  heightened  aware- 
ness of  MS.  misconcep- 
tions abound.  Some  peo- 
ple assume  that  those 
with  MS  die  young  and 
are  mentally  impaired. 
Many  people  don't  even 
know  what  MS  is. 
NERVE  DAMAGE.  Multiple 

sclerosis  is  thought  to  be 
an  autoimmune  disease— 
the  body's  defense  mech- 
anism against  invading 
viruses  attacks  the  body 
instead.  In  MS,  immune 
cells  called  T  cells  attack 
the  myelin,  or  fatty  tis- 
sue, which  surrounds  the 
nerves  of  the  spinal  cord  and 
brain  the  same  way  insulation 
encloses  electrical  wire. 
Where  myelin  is  damaged, 
scar  tissue  forms.  This  short- 
circuits  impulses  from  the 
brain  and  leads  to  such  symp- 
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toms  as  blurred  vision,  loss 
of  bladder  control,  numbness, 
spasticity,  and  paralysis. 

Since  scarring  can  form 
anywhere  in  the  nervous  sys- 
tem, MS  has  manv  manifesta- 


wiD  be  disabled  with  only  one 
lesion  in  a  strategic  place." 

Up  to  20%  of  people  with 
MS  have  no  permanent  disabil- 
ity and  may  have  only  a  few 
attacks  in  their  lifetime.  Oth- 


Worth  Noting 

■  HOLY  ART!  Vatican  Trea- 
sures: 2000  Years  of  Art  and 
Culture  in  the  Vatican  and 
Italy  makes  its  only  North 
American  appearance  at  the 
Colorado  History  Museum  in 
Denver,  July  3  to  Aug.  31. 
The  exhibit  coincides  with  a 
visit  by  Pope  John  Paul  II 
and  features  250  religious  art- 


tions.  "Many  lesions  are 
asymptomatic,"  says  Stephen 
Reingold,  head  of  research  at 
the  National  Multiple  Sclerosis 
Society  in  New  York.  "You 
can  see  them  but  the  patient 
has  minimal  effects.  Others 


works  from  Italv.  Tickets  are 
$8.50.  Call  303  290-0101. 
■  TOUCH  OF  HOME.  Next  time 
you're  traveling,  try  renting 
an  apartment  instead  of  a  ho- 
tel room.  The  Barclay  Inter- 
national Group  1800  845-6636; 
212  832-3777  in  New  York  I 
leases  apartments  throughout 
Europe.  Living  rooms  are 
handy  for  business  and  social 
meetings;  dieters  can  cook  at 
home. 


ers  have  periodic  attacks  fol- 
lowed by  remissions  or  a 
steady  progression  of  symp- 
toms. The  affliction  strikes 
women  more  than  men,  hit- 
ting as  early  as  age  20.  Most 
people  have  normal  life  spans 
and  aren't  mentally  impaired. 

There's  no  cure,  but  there 
are  as  many  drugs  to  treat 
the  disease  as  there  are 
symptoms.  Some  help  by  sup- 
pressing the  immune  system. 
Steroids  treat  the  swelling 
that  occurs  around  myelin  le- 
sions. Other  drugs  alleviate 
the  severe  fatigue  caused  by 
MS.  Drugs  only  work  some- 
times, and  many  have  danger- 
ous side  effects. 

Research  is  taking  hopeful 


turns.  Since  there  see:j 
be  a  genetic  predispositl 
MS,  scientists  are  studyiij; 
complex  of  genes  definirjj 
immune  systems  of  &j| 
tients.  Other  studies  I 
how  cells  make  myelin!/ 
mal  studies  have  showjl 
some  chemicals  speed 
process  and  that  myelin 
ing  cells  can  be  transpi 
from  a  healthy  animal  I 
without  these  cells. 
Just  this  year,  a  $m 
nary  study  at  Brig* 
Woman's  Hospital  ill 
ton  showed  that  soa 
tients  responded  * 
ably  to  cow  myelinaj 
orally.  Another  1 
identified  a  kind  offj 
that  may  be  progral 
to  attack  myelin.  ■ 
tists  at  Anergen  in 
wood  City,  CalifB 
working  on  a  drua| 
hibit  such  cells. 

More  exciting— m 
minent— is  a  newn 
ment  for  the  pi 
form  of  MS.  Paties 
coning  high  doses  $ 
interferon,  a  gemic 
engineered  versic  t 
protein  secreted  ji 
mune  cells,  showi  i 
matic  improves 
They  had  fewer  ill 
severe  attacks  th*| 
trol  groups,  and  a, 
tic   resonance  1% 
showed   a  decree 
their  brain  lesions.1 
thetic  form  of  tl(J 
stance  should  get  H 
Drug  Administraun 
proval  this  summ-. 
Although   getting  * 
hardly  a  blessing,  it  c\t 
motivating  force.  Theji 
turned  Valerie  Miller* 
an  entrepreneur  afterb 
alized  she  couldn't  lef 
the  grueling  pace  of  ai« 
nurse.  "As  I  had  1|l 
down.  I  thought  tl  : 
thing  to  do  is  find  m 
little  niche."  she  say."  J 
rick  used  her  nursing-s 
ence  to  start  a  succes.'il 
ness  that  provides  >a 
services  and  nurses*! 
New  York  area  hosrai 
learned  to  not  be  sue  a 
A  personality,  to  cak,o 
and  to  look  for  a  ne  u 
ing  in  life,"  she  sa;:i 
that's  positive."  P<*| 


166  BUSINESS  WEEK/JUNE  21,  1993 
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en  8  gardeners 
quit  and  immediately 

filed  workers'  comj) 
claims,  we  thought  it 


was  worth  digging 

around  a  little. 

To  the  trained  eyes  of  our  State  Fund 
adjusters,  the  workers'  comp  claims  . 
of  eight  disgruntled  gardeners  all  looked 
dubious.  Especially  since  the  workers  were  using  the  same  lawyer  and  medical  mill,  and 
claiming  suspiciously  similar  "injuries."  So  we  weren't  surprised  when  our  investigation  failed 
to  unearth  any  bona  fide  ailments— unless  you  counted  the  chips  on  the  gardeners'  shoulders. 

By  aggressively  challenging  the  claims  before  the  Workers'  Comp  Appeals  Board,  we 
were  able  to  get  all  eight  of  them  thrown  out— at  a  savings  of  almost  $100,000.  Since  then, 
we've  passed  our  findings  along  to  the  local  district  attorney  for  possible  prosecution  of  the 
individuals  involved. 

Unusual?  Not  for  State  Fund.  Our  entire  network  of  adjusters  and  investigators  is 
committed  to  weeding  out  dishonest  claims,  whether  they're  abuses  of  the  STATE 
system  or  out-and-out  fraud.  To  get  the  full  scoop  on  the  gardeners— and     f° t "fXTZc* 
find  out  more  about  preventing  fraud  in  your  workplace— give  us  a  call.      FUN  D 

State  Fund: 
Attacking  Fraud  With  Conviction 
1-800-892-6000 


1  RRA.HA 


This  Is  The  Only  Kind  Of  Stone  Wall 
Nbu'll  Find  In  Connecticut. 


Business  is  tough  enough  without  running  into  bureaucratic  walls.  We've  list 
to  business  people  like  you.  We  know  the  kind  of  obstacles  you  face.  And  in  Conne 
we're  clearing  your  path  for  success. 

The  State  gives  you  one  contact  who'll  guide  you  through  the  whole  State  s 
your  Business  Development  Manager. 

One  big  wall  we're  tearing  down:  tax  regulation.  Since  we've  balanced  01 
get,  created  a  surplus  and  reduced  our  debt,  we  don't  need  to  use  regulations  as  a  c 
drum  up  income.  Our  legislature  has  created  a  fair,  equitable  tax  system,  and  it's  wonr 
wortdGam«0'cs  We  don't  believe  business  arowth  and  the  environment  have  to  bel 

Connecticut  1995  ' 

^y^^i     odds.  Connecticut's  Department  of  Environmental  Protection  has  a  strong  wr 

^ !  \ 

relationship  with  our  Department  of  Economic  Development.  At  the  Departnej 
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onmental  Protection,  your  applications  will  get  top-priority  attention,  thanks  to  a  new, 
rack  permit  process.  An  ombudsman  will  make  sure  of  it. 

We're  also  knocking  down  the  credit  barrier  with  a  billion-dollar  loan  and  loan- 
^ntee  program  —  one  of  the  biggest  in  the  United  States. 

We  can  take  down  walls  because  we've  built  something  better:  a  solid  partner- 
}f  legislators,  banks,  utilities,  educators  and  our  State  agencies. 
_e  working  more  closely  than  ever  before  to  give  you  the  help 
eed.  Our  future  depends  on  it. 

For  a  free  guide  or  more  information,  call  our  Department 
>nomic  Development  at  1-800-392-2122.  CONNECTICUT 
!  like  what  you  hear.  The  State  That  Thinks  Like  A  Business. 


1  Kfir.rs 


USE  YOUR 
PHONE  TO  SOLVI 
A  DRUG  PROBLEM 


1-800488-DRUG 


To  prevent  and  fight  drug  abuse, 
you  need  the  facts.  You  can  get  them 
from  us. 


the  America 
Council 

for  Drug 

Educatio 

Fight  drug  abuse  with  fa 


The  American  Council  For  Drug  Education 
is  a  nonprofit  organization 
dedicated  to  informing  the 

public  about  the  health  hazards 
of  drug  use. 

Call  for  more  information  and  a 
free  catalog  of  educational 

materials  for  children, teenagers  and  adults. 
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(Not  available  in 

Equip  the  next  generation  of  leaders  for  the  environmental,  economic 
and  political  challenges  they'll  face.  Make  sure  geography  is  taught  in  your 
local  schools.  If  it's  not,  ask  your  principal  to  include  it. 

For  information  about  improving  America's  future  through  geography 
education,  write:  Geo-wise,  PO.  Box  96582,  Washington,  D.C.  20090. 


Put  Geography  back  in  the  classroom.  For  future  generations. 


NATIONAL 

GEOGRAPHIC 

SOCIETY 


CA 


For  the  cost  of  an 
average  meal  oulyou  can 
feed  10  hungry  people. 


The  United  Way 

Thousands  need  us.  we  need  you. 


PUBLIC  SERVICE  ANNOUNCEMENT  COURTESY  OF  BOZELL  AND  THIS  PUBLICATION 
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When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


A  message  from  your  local  fire  department,  this 
publication,  and  the  U.S.  Fire  Administration. 
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Van  Kampen  Merrh 


Tl 


HOW  DO  YOU  FIND  HIGH 
INVESTMENT  INCOME  WITH  A 
PROVEN  jmm RECORD? 


ton  Kampen 
Merritt 

Government 
fund 


DIRECTION. 


When  you're  saving  for 
retirement  or  a  college 
education,  you  need  an 
investment  you  can  rely  on  to  reach  your  goal. 

The  Van  Kampen  Merritt  U.S.  Government 
Fund  is  a  proven  performer.  It  invests  primarily  in 
securities  considered  to  be  the  safest  available- 
those  backed  by  the  U.S.  Government.  Compared 
to  similar  investment  choices,  the  Fund  has 
consistently  provided: 


•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 
Ask  your  investment  representative  for  an 

investor's  brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money.  | 

Or, call  direct:  1-800-DIALVKM  ext.  11 04H 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


g^d  Van  Kampen  Merritt 


gggH    Investing  With  A  Sense  Of  Direction  ' 


The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio,  not  to  the  shares  of  the  Fund.  As  of  3/31  /93, 6.38%,  9.56%  and 
11.45%  are  the  Class  A  share  1  year,  5  year  and  Life  of  Fund  (inception  5/27/84]  average  annual  total  returns;  1.80%  is  the  Class  B  share 
Life  of  Fund  (inception  8/24/92)  cumulative  total  return.  Calculations  include  reinvestment  of  all  distributions  and  payment  of  the  sales  charge  s 
(4.90%  maximum  for  Class  A  shares  and  up  to  4.00%  for  Class  B  shares. )  The  principal  value  and  investment  return  of  Fund  shares  will  vary 
with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the  time  of  purchase.  Past  performance  is  no  guarantee  of  future  results. 
®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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Foreign  stocks 
$12,780 

-0.20% 


Treasury  bonds 
$12,101 

-0.36% 


U.S. stocks 
$11,162 

-2.01% 


DATA  RESOURCES  INC 


llll 


Gold 
$11,091 

-0.56% 


Money  market  fund 
$10,240 

+0.05% 


s  page  are  as  of  market  close  Wednesday,  June  9  1  993,  unless  otherwise  indicated, 
s  include  S&P  500  companies  only;  performance  ana  share  prices  are  as  of  market  close 


June  8.  Mutual  fund  returns  are  as  of  June  4  Relative  portfolios  are  valued  as  of  June  8.  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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Editorials 

< 

THE  WINDING  ROAD  TO  A  BETTER  BUDGET 

^Qfek  'i  tl"J  face  of  it,  the  news  from  Washington  is  bad 

BTjH  again.  The  Administration's  energy  tax,  the  "BTU" 
levy  on  the  heat  content  of  fuels,  was  nibbled  to  death 
by  lobbyists  in  the  Senate,  to  the  point  where  President  Clin- 
ton was  forced  to  drop  it  entirely  from  his  budget  package. 
As  the  only  broad-based  tax  capable  of  raising  $75  billion, 
the  energy  tax  is  central  to  Clinton's  plan  to  reduce  the  fed- 
eral deficit  by  $330  billion  over  five  years.  Coming  just  weeks 
before  the  July  7  economic  summit  in  Tokyo,  it  looks  to  be 
one  more  retreat  and  defeat  for  the  Administration  and  the 
country. 

Wrong.  Despite  the  messy  political  process,  the  deficit-re- 
duction package  that  is  working  its  way  through  Congress 
is  looking  better  and  better.  In  fact,  when  it  finally  emerg- 
es sometime  this  summer,  it  will  probably  be  much  sturdier 
than  the  proposal  Clinton  offered  in  February. 

What's  going  on?  As  the  budget  has  snaked  through  the 
House  and  Senate,  it  has  undergone  a  major  shift  away 
from  higher  taxes  and  toward  bigger  spending  cuts.  Right 
now,  it  is  only  a  hair's  breadth  away  from  cutting  a  dollar  in 

sptMlUlll^  1UI  cvcl  y  UUllcll  111  LctA  IlllYtrs,  a  lal  CI  y  1IUII1  Lilt;  la 

tio  that  was  implied  in  its  original  formulation.  Senate 
Finance  Committee  Chairman  Pat  Moynihan  (D-N.Y.)  re- 
cently said  that  if  spending  were  cut  an  additional  $51  billion 
over  the  next  five  years— that's  $10  billion  a  year  in  a  $1.5 

trillion  budget— the  package  would  hit  the  one-to-one  t 
The  death  of  the  BTU  tax  can  provide  the  opportur 
hit  the  bull's-eye.  The  buzz  in  Washington  is  that  it  v 
replaced  by  another,  smaller  energy  tax  that  will  rais 
enues  by  only  $50  billion.  The  missing  $25  billion  will 
from  cutting  spending.  Moynihan  wants  to  trim  more 
Medicare,  and  if  that's  politically  possible,  fine.  But  t 
plenty  of  room  for  cutting  back  on  hefty  subsidies,  st 
with  agriculture,  low-priced  electricity,  and  benefits  fo 
off  veterans. 

Killing  the  BTU  tax  also  provides  a  hidden  bonus.  Thi 
ly  descendant  is  more  apt  to  exclude  taxes  on  manui 
ing  and  production  in  general,  and  land  more  squarj 
consumption.  It  probably  will  be  some  kind  of  tax  on 
fuels  and  electricity.  BUSINESS  WEEK  has  said  for  manj» 
that  if  taxes  must  go  up,  let  them  fall  on  such  consul 
as  gasoline. 

Democracy  is  never  neat  and  clean,  and  what  goe: 
Washington  occasionally  makes  one  wonder  about  the 
cy  of  our  institutions.  But  it  is  time  to  remind  ourse 

Kt:trp  UUI   cycb  UI1  Ultr  trlJ^IIL  Uclll.  Ill  tilt:  Last:  Ul  Ulc  «H  , 

duction  package,  perhaps  the  most  important  piece  oj 
lation  the  country  will  see  in  this  decade,  the  democrae 
cess  is  generating  a  product  of  which  we  will  all  lil| 
proud.  Champagne,  anyone? 

KEEP  THE  MELTING  POT  1 

:R0M  BOILING  OVER 

HBni'V  art-  coming  to  America.  By  boat,  by  plane,  and  on 
|  foot,  a  vast  and  growing  number  of  Chinese,  Russians, 
H  Mexicans,  Poles,  Hungarians,  Irish,  Israelis,  Egyptians, 
Pakistanis,  Indians,  Haitians,  Dominicans,  and  others  are  ar- 
riving on  U.  S.  shores.  As  market  forces  and  democracy 
sweep  through  the  old  communist  empire,  and  as  the  global 
economy  integrates  ever  more  tightly,  millions  of  people  are 
suddenly  on  the  march,  many  to  the  U.  S. 

To  its  credit,  America  still  has  a  wide-open  door  for  peo- 
ple looking  for  opportunity  and  a  better  way  of  life.  But  the 
sheer  numbers  of  people— political  refugees,  legal  and  illegal 
immigrants— is  putting  a  severe  strain  on  such  "gateway"  cit- 
ies as  Los  Angeles,  Miami,  and  New  York,  which  already  are 
burdened  by  high  unemployment  and  overloaded  services. 

While  the  public  clearly  is  in  a  no-tax-increase,  cut-spend- 
ing mood,  the  bill  for  the  current  wave  of  immigration  keeps 
rising.  Special  programs  in  the  Spanish  and  French  Creole 
languages  are  costing  Dade  County,  Fla.,  an  extra  $80  mil- 
lion this  year.  More  than  10%  of  the  immigrants  are  on  wel- 
fare in  California,  and  illegal  aliens  make  up  at  least  25%  of 
Southern  California's  jail  population.  The  weight  is  heavy  as 
well  on  hospitals  everywhere  in  urban  America. 

It  is  true  that  the  vast  majority  of  immigrants,  legal  and 
illegal,  are  productive  workers  who  pay  considerable  taxes. 
The  problem  is  that  most  of  the  costs  of  immigration,  such 

i  

as  schooling  and  health  care,  occur  on  the  local  leveS\ 
most  of  the  tax  revenue  that  immigrants  generate  |< 
state  and  federal  governments.  Unfortunately,  thee 
ernments  do  not  return  all  that  money,  dollar  for  d'jjz 
the  immigrant-burdened  local  communities. 

This  financial  disconnect  must  end.  Immigration  jii 
a  national  decision  that  is  falling  predominantly  to  a  & 
of  cities  to  implement.  It  is  these  cities  that  do  the  j(|< 
cializing  and  integrating  millions  of  immigrants  eve! 
And  these  cities  must  be  provided  with  the  resourcl 
the  job. 

In  addition,  it  is  time  the  U.  S.  government  bega  t 
force  seriously  its  immigration  laws  and  obey  the  w 
own  people.  Even  though  America  is  at  its  core  a  ji: 
grant  culture,  there  simply  is  no  way  that  this  one  n 
can  take  in  all  the  people  in  the  world  who  wish  : 
here.  That  means  choices  must  be  made.  The  1986  i  l 
tion  law  reflects  those  choices,  and  it  should  be  followi  I 
ing  up  the  underfunded,  understaffed  Immigration  W 
ralization  Service  would  be  a  good  first  step.  In:, 
verifiable  employment-eligibility  card  for  immigraft 
that  is  difficult  to  counterfeit— would  be  a  fine  folloli  l; 

If  the  U.  S.  is  to  maintain  its  open-door  immigraiii 
cy,  it  must  be  prepared  to  do  more  to  assimilate  tlSt 
arrive  legally  and  keep  out  those  who  don't. 
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Impact  on 


productivity  shown  actual  size 


Vq.  That's  the  total  increase  in 
orate  productivity  since  1980. 
I  ontrast,  investment  in  infor- 
|  on  technology  over  the  same 
i  >d  billowed  to  almost  50%  of 
i  :al  spending. 

1  )w  for  the  good  news.  With 

[i 

lelp  of  Andersen  Consulting, 

inderscn  Consulting  All  rights  reserved 


many  organizations  have  turned 
these  numbers  around. 

They're  the  ones  who  see  tech- 
nology as  but  one  component  of 
an  integrated  enterprise.  They're 
the  ones  whose  strategy,  people 
and  processes  have  been  syn- 
chronized with  their  technology. 


They're  the  ones  who  believe 
investment  in  technology  is  good. 
But  return  on  investment  is  better. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


The  New  Lincoln  MarkVIII 

Ease  into  the  leather-trimmed 
driver's  seat  of  the  new  MarkVIII 
and  survey  your  environment. 
No  matter  where  you  look,  luxury 
and  technology  surround  you. 

Ahead  of  you,  precise  analog 
gauges  are  clustered  in  a  dramatic  instrument  panel  that  memory  driver's  seat  to  the  available  voice-activat' 
literally  encircles  you.  On  your  right,  a  powerful  sound  hands-free  phone.  And  behind  you,  a  rear  seat  thf 
system  and  computerized  message  center.  On  your  actually  accommodate  full-size  adults, 

left,  smartly  arranged  controls  for  everything  from  the  But  even  more  impressive  are  those  things 


GiveUp.ltb 


LINCOLN -MERCURY  DIVISION  CS>  Buckle  up-togethet  «t  cm  save  lives  'Privet  and  from  passenger  Supplement!  Restraint  System  Always  weir  your  safety  belt 
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nt  to  make  your  company  stronger?  Help  your  employees  balance 
heir  careers  and  kids.  Here's  how  innovative  managers  do  it. 
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LEEANN  BARRIEAU 
OF  AETNA,  WITH 
HER  MANAGER 
AND  HER  FAMILY, 
SHARES  HER  JOB 
WITH  ANOTHER 
LEGAL  ASSISTANT 


Nows 

You  wanted  the  power  to  choose  from  a  world  ol  dif- 
ferent applications.  DOS  applications.  Windows" 

 1  applications.  OS/2®  applications.  OS/2  2.0 

gave  vou  the  power.  And  the  response  was 
1  impressive,  to  say  the  least.  Over  two  million 


copies  shipped  in  less  than  one  year.  More  than 
1,200  OS/2  applications  already  available*  But  now 
you  want  more.  More  features.  More  functions.  More 
applications  to  choose  from.  That's  why  we're  intro- 
ducing OS/2  2.1. 

The  new  OS/2  2.1  lets  you  run  the  latest 
Windows  3.1  applications,  in  addition  to  the 
DOS,  Windows  and  OS/2  applications  you  can 
already  run.  We've  also  added  TrueType  fonts,  select 
Windows  applets,  File  Manager  and  support  for 
Windows  3.1  printer  and  display  drivers,  including 
32-bit  seamless  SVGA  support.  And  now  you  can 
start  DOS  and  OS/2  applications  from  a  WIN-OS/2 
session,  too. 

Portable  users  will  be  glad  to  know  that 
OS/2  2.1  provides  industry-standard  Advanced  Power 

^    IT  ith  OS/2  2. 1  at  the  heart  of  your  PC,  you  can  run  a  world  of  DOS,  Windows  and  OS/2  applications 


your 
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Flame',    Utilities    Options    Window  Help 
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1  -2-1  tor  'Windows 


j  file     f  -lit    Chart    Qraw    l  ay.-ui 
ngc     SMr     Tools  VVrndo* 


Frame  1.  page  1  (modified. 


^  There's  no  need  to  buy  DOS  and  U  indoles  to  run  DO. 
and  K  indows  applications. 
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Templates 
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CorelPHOTO  PAINT! 
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Management  (APM)  support,  to  help  exn 
battery  life.  We've  made  the  cursor  large- 
easier  to  find  your  place  on  the  screen,  jl 
OS/2  2.1  continues  to  exp  il1 
the  very  latest  in  technolcy. 
You'll  find  improved  supprt 
multi-media  applications m 
pen-based  capabilities, al<iig 
with  built-in  CD-ROM  an? 
AS/4005  terminal  emulatii  | 
sup|)ort. 

Of  course,  OS/2  2.1  sill 
gives  you  true  pre-emptiv 
multitasking, 
superior  OS/2 
(.rash  Protection" 
and  the  easy-to-use 
object-oriented  Wbrkplac 
Shell™  interface.  All  the 
features  that  made  Versio  2 
an  award-winner.  But  no\ 
you  also  get  a  whole  new  o 
of  possibilities. 


i  I  |M  IV 


Introducing 
Version  2.1 


hance 


5/2  2.1  is  now  also  available  on 
M  It  comes  with  exciting 
edia  samplers,  full-motion  video 
and  more. 

>emand  OS/2  2.1 
reloaded  on  your 
ext  PC. 


to  run 


ith  our  free  demo  diskette,  you  r\c  tc%  c\  t  1 

1  out  even  more  about  all  the  (JS/2  2.1  Advantages 


he 


Improves  productivity  Easy  to  use 

•  Now  runs  OS/2,  DOS  •  Now  also  available  on 
and  new  Windows  3.1  CD-ROM 
applications.  •  Object-oriented  Workplace 

•  New  TrueType  fonts,  Shell  interface. 
Windows  applets,  Advanced  32-bit 
File  Manager  architecture 

•  Advanced  Power  •  Seamless  SVGA  support. 
Management  (APM)  •  Fully  exploits  latest 
support  extends  battery  multimedia  applications, 
life  for  portables.  •  Supports  CD-ROM, 

•  OS/2  Crash  Protection  and       PCMCIA  and  pen 
pre-emptive  multitasking.  technologies. 


powerful  features  OS/2  2.1  has  to 
offer.  For  your  copy,  to  find  out 
more  about  OS/2  2.1,  or  to  order, 
>e  calll8003-IBM-OS2. 
iette.  In  Canada,  call  1  800  465-7999. 

rate  at  a  higher  level? 


world 


OM  with  list  of  OS/2  applications,  call  Walnut  Creek  at  1  800  786-9907  IBM,  AS/400  and  OS/2  are  registered  trademarks  and 
otection.  Workplace  Shell  and  "Operate  at  a  higher  level"  are  trademarks  of  International  Business  Machines  Corporation  Windows 
of  Microsoft  Corporation  TrueType  is  a  trademark  of  Apple  Computer,  Inc  ©1993  IBM  Corp 


FORTIS  IS  HERE  TO  PROTEC1 

In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  ofFortis  -  a  worldwide  financial  services  company  $46  billion  strong. 
Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


VERYONE  IN  YOUR  CASTLE. 


can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


f/ortii 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 

For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call  1-800-377-7282. 
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PRODUCTION 

Chonge  from  last  week:  -0.3% 
Change  from  lost  year:  4.1% 

190  


1967=100  (four-week  moving  average) 


LEADING 

Change  from  lost  week:  0.5% 
Change  from  lost  year:  4.9% 
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The  production  index  fell  during  the  week  ended  June  5,  but  part  of  the 
decline  reflected  a  later-than-usual  Memorial  Day,  when  many  plants  were  closed.  As 
a  result,  seasonally  adjusted  output  levels  of  steel,  autos,  trucks,  and  rail-freight  traffic 
dropped  for  the  week  Electric  power,  coal,  paper,  and  lumber  production  increased, 
while  crude-oil  refining  and  poperboard  output  were  flat.  Before  calculation  of  the 
four-week  moving  overage,  the  index  fell  to  184.9,  from  186.7 

BW  production  index  copyright  1  993  by  McGraw-Hill  Inc. 


The  leading  index  rose  again  during  the  week  ended  June  5.  That  was  j 
eighth  consecutive  weekly  rise.  Sharply  lower  bond  yields,  higher  stock  prices,  c 
faster  growth  in  real  estate  loans  and  M2  money  supply  offset  a  small  decline 
the  growth  of  materials  prices.  The  number  of  business  failures  was  unchanged  fr 
the  previous  week.  Before  calculation  of  the  four-week  moving  average,  the  inc 
jumped  to  225  8,  from  223.5. 


Leading  index  copyright  1  993  by  Cente 

for  International  Business 

Cycle  Research 

LEADING  INDICATORS  j 

latest 

Week 

%  Chi 

week 

ago 

year  it 

STOCK  PRICES  (6/ii)S&P500 

446.16 

451.34 

8 

CORPORATE  BOND  YIELD,  Aaa  (6/111 

7.38% 

7.38% 

-7 

INDUSTRIAL  MATERIALS  PRICES  (6/1 1) 

95.9 

95.5 

BUSINESS  FAILURES  (6/4) 

362 

360 

-  8 

REAL  ESTATE  LOANS  (6/2)  billions 

$398.6 

$396.4r 

.6 

PRODUCTION  INDICATORS 


Latest 
week 

Week 
090 

%  Change 
year  ago 

STEEL  (6/12)thous.  of  net  tons 

1,808 

1,864# 

2.6 

AUTOS  (6/1  2)  units 

125,627 

I08,667r# 

3  8 

TRUCKS  (6/12)  units 

100,504 

83,415r# 

15.2 

ELECTRIC  POWER  (6/12)  millions  of  kilowatt-h 

ours 

59,920 

53,61  2* 

2.9 

CRUDE-OIL  REFINING  (6/i2)thous  of bbl /day 

14,165 

13,962# 

1.5 

COAL  (6/5)thous  of  net  tons 

16,957# 

18,771 

-9  4 

PAPERBOARD  |6/5)thous  of  tons 

812.9# 

812  2r 

1.1 

PAPER  (6/5)thous.  of  tons 

795.0# 

784. Or 

1.0 

LUMBER  (6/5)  millions  of  ft. 

363.4# 

462  9 

-26.6 

RAIL  FREIGHT  (6/5)  billions  of  ton-miles 

19  }# 

21.7 

-8.6 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA1,  SFPA',  Association 
of  American  Railroads 

■  M:HM!N*.. 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/16) 

107 

107 

127 

GERMAN  MARK  (6/ 16) 

1  66 

1  64 

1.57 

BRITISH  POUND  (6/16) 

1  50 

1.51 

1.86 

FRENCH  FRANC  (6/16) 

5  57 

5.50 

5  29 

CANADIAN  DOLLAR  (6/16) 

1  28 

1.28 

1.20 

SWISS  FRANC  (6/16) 

1.48 

1.47 

1.42 

MEXICAN  PESO  (6/1 6)' 

3  117 

3  131 

3  093 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S 
pound  expressed  in  dollars 

dollar,  exce 

3t  for  British 

1  PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (6/16)  $/troyoz. 

368  000 

371  450 

7  6 

STEEL  SCRAP  (6/15)  #1  heavy,  $/ton 

111.50 

1  11  50 

26.0 

FOODSTUFFS  (6/15)  index,  1967=100 

202.7 

202  3 

0  9 

COPPER  (6/i2|  c/lb 

88.3 

879 

17  0 

ALUMINUM  (6/12)  c/lb 

54  3 

52  8 

-8.1 

WHEAT  (6/12)  #2  har 

d,  S/bu 

3  44 

3  32 

-17.3 

COTTON  (6/12)  strict 

ow  middling  1-1/16  in., 

C/lb 

55  97 

56.12 

A  0 

MONEY  SUPPLY,  M2  (5/31)  billions 


$3,476.3  $3,466.9 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/29)thous 


347 


339 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  id- 
street  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept,  CIBCR  seasonally 
dato  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  market 


latest 
month 

Month 
ago 

%  Ch 
yeai*> 

INDUSTRIAL  PRODUCTION  (May)  total  index 

110  4 

110.2r 

.5 

CAPACITY  UTILIZATION  (May) 

81.6% 

81.6%r 

.9 

HOUSING  STARTS  (May)  annual  rate,  thous. 

1,244 

l,215r 

.9 

CONSUMER  PRICE  INDEX  (May) 

144.2 

144.0 

.2 

Sources:  Federal  Reserve  Board,  Commerce  Dept.,  BLS 

MONETARY  INDICATORS 

1 

Latest 
week 

Week 
ago 

%Ch 
yeoi 

•s 

MONEY  SUPPLY,  Ml  (5/31) 

$1,074.9 

$1,065.3 

2 

BANKS'  BUSINESS  LOANS  (6/2) 

277.2 

275.9r 



0 

FREE  RESERVES  (6/9) 

793 

l,098r 

3 

N0NFINANCIAL  COMMERCIAL  PAPER  (6/2) 

158.1 

158  3 

6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed 
two-week  period  in  millions) 

0 

MONEY  MARKET  RATES 

I 

Latest 
week 

Week 
ago 

1 

(0 

FEDERAL  FUNDS  (6/15) 

3.14% 

2.72% 

3.| 

PRIME  (6/16) 

6.00 

6.00 

<' 

COMMERCIAL  PAPER  3-MONTH  (6/15) 

3  24 

3.28 

3. 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/16) 

3.17 

3.26 

3. 

EURODOLLAR  3-MONTH  (6/ii) 

3.25 

3.21 

3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equip'  f 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Nol  available     r  =  revised     NM  =  Not  meaningful   
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Meeting  highly  individual  demands 
in  Private  Banking. 


It  means  painting  a  unique  picture 
istead  of  writing  down  standard  solutions. 


Private  Banking  clients  are  justifiably  concerned  to  receive 
:tory  returns.  They  naturally  expect  and  require  excellent 
al  guidance.  More  and  more  clients  see  the  advantage  of  using 
ite  Banker  whose  global  network  facilitates  global  diversifi- 
So  they  benefit  from  advice  which  paints  them  an  individual 
sition,  designed  to  answer  their  own  particular  needs. 
That  is  why  we  currently  manage  US$  50  billion,  a  sum  which 
is  among  the  very  largest  Private  Banking  organisations.  This 
use  high  net-worth  individuals  want  to  benefit  from  a  global 
:tive  on  investments,  a  truly  worldwide  picture  of  financial 
)ments.  Needless  to  say,  this  is  of  critical  significance  for 
t  estate  and  tax  planning  in  which  every  case  is  unique. 


ABN  AMRO  Bank  can  respond  rapidly  with  forex  and 
securities  dealing  through  branches  in  every  time  zone.  Implementing 
as  conservative  or  aggressive  a  strategy  as  the  individual  client  wishes. 
Clients  also  benefit  from  using  a  major  commercial  bank  offering 
comprehensive  fiduciary  and  trust  services.  Backed  up  with 
comprehensive  banking  products  to  meet  all  business  and  day-to-day 
personal  requirements. 

That  way,  they  enjoy  a  financial  portrait  in  which  they  can 
recognise  themselves,  rather  than  anything  less. 

ABN  AMRO  Bank 
Private  Banking 


FOR  INFORMATION  PLEASE  CALL  LOS  ANGELES  (2131  687  20  77,  MIAMI  (305)  579  97  66,  NEW  YORK  (212)  370  85  22,  CHICAGO  (LASALLE  NATIONAL  TRUST)  (312)  443  23  62 

'ATE  BANKING  LOCATIONS  ANTWERP,  BAHRAIN,  BASEL,  BERN.  BUENOS  AIRES  (BANCO  HOLANDES  UNIDO),  CHIASSO.  COLOGNE,  DORTMUND,  FRANKFURT,  GENEVA,  HAMBURG,  HONG  KONG.  JERSEY,  LONDON.  LUXEMBOURG,  MONACO. 
MONTEVIDEO  (BANCO  HOLANDES  UNIDOI,  NETHERLANDS  (AMSTERDAM,  ROTTERDAM  ANO  9  OTHER  OFFICES),  PARIS  (BANQUE  DE  NEUfUZE.  SCHLUMBERGER.  MALLET).  SINGAPORE,  WILLEMSTAD,  ZURICH 

A  MEMBER  OF  SFA 
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ALL  CARS  SPEND  THEIR  fair  share  of  time- 
in  wind  tunnels. 

But  they  don't  all  emerge  looking 
as  striking  as  Jaguars. 

Which  explains  —  in  part  —  why  so 
many  otherwise  level-headed  individuals 


ing  our  automobiles.  We  have  made  oei 
one  hundred  improvements  to  the  193 
Jaguar  XJ6  in  the  last  year  alone. 


A 


ciesiffin 


fall  immediately  and 
desperately  in  love 
with  our  automobiles. 


that  doesn't  c 


But  as  careful  as  we've  been  to  Those  of  you  who  haven't  drivel 

protect  our  styling  heritage,  that  Jaguar  of  late  are  likely  to  be  delight 
hasn't  kept  us  from  zealously  improv-         by  the  changes,  which  include  a  ni 


Gtrical  system  and  a  smoother-shilling 
ir-speed  automatic  transmission. 
Today  our  commitment  to  quality 


you  return  any  of  our  models  within  30 
days  of  purchase  if  you're  not  totally 
satisfied.*  To  further  ensure  your 
satisfaction,  every  Jaguar  is  covered  by 
a  four-year/50,000  mile  warranty.f 

A  Jaguar  has  never  been  a  car  for 


i  with  the  wind 


everyone.  Isn't  that  a 
breath  of  fresh  air? 
For    the    name  of 


1  be  compared  to  that  of  any  other  your  nearest  Jaguar  dealer  or  for 
ury  marque  on  the  road.  We're  so  more  information,  call  ^96fe^^ 
ifident  you'll  be  impressed,  we  '11  let         1-800-4-JAGUAR.  JAGUAR 


Visit  your  participating  authorized  Jaguar  dealer  for  a  copy  of  our  Dream  Guarantee  and  complete  details.  Limit  one  return  per 

customer  per  vehicle.  fAsk  your  dealer  for  details  of  Jaguar's  limited  warranty. 


u 


etter  From  Miami 


1 


HARP  LINE;  MANY  CUBAN 
EXILES  FAVOR  THE  TRADE 
EMBARGO  AGAINST  HA  VAN 


LITTLE  HAVANA'S 
NASTY  WAR  OF  WORDS 


The  noisy  lunchtime  crowd  in  the 
Ayestaran  restaurant  drowns  them 
out  at  first.  But  the  murmuring 
between  the  bleached-blond  woman  and 
the  swarthy,  stocky  man  standing  near 
our  table  grows  louder  and  more  insis- 
tent. We  try  to  ignore  them. 

Over  cups  of  cafe  cubano,  my  com- 
panions and  I  are  discussing  efforts  by 
Cuban  exiles  in  Miami  to  maintain  con- 
tact with  dissidents  back  home.  One  of 
my  tablemates,  Ramon  Cernuda,  began 
such  communications  in  1988,  when  hard- 
liners among  Miami's  Cuban  exiles  con- 
demned any  links  with  those  living  un- 
der Castro.  Since  then,  the  hard-liners 
also  have  reached  out  to  the  homeland 
in  anticipation  of  Castro's  de- 
mise. But  Cernuda,  a  publish- 
er, is  still  controversial  because 
he  and  the  dissidents  he  speaks 
for  favor  the  easing  of  U.  S.  pol- 
icy toward  Cuba  and  a  lifting  of 
the  U.  S.  trade  embargo— here- 
sies to  hard-liners. 

Suddenly,  the  woman  an- 
nounces that  she  refuses  to  eat  in  a  res- 
taurant.that  serves  Cernuda.  "El  cs  co»i- 
munista.'"  she  declares  and  stalks  out. 
The  man  next  to  her  chimes  in,  saying 
that  he  was  a  political  prisoner  for  12 
years  in  Castro's  jails  and  denouncing 
Cernuda  as  a  communist.  Remember 
this  face,  he  advises  Cernuda:  The  next 
time  you  see  it,  you're  going  to  "par- 
tirle  Id  vida"— part  with  your  life. 

Embarrassed,  uncomfortable,  and  a 


little  fearful,  I  suggest  we  leave.  I  think 
the  man  must  have  overheard  us, 
though  we're  speaking  in  English,  and 
I'm  worried  and  sorry  that  I  might  have 
unwittingly  caused  the  scene.  Cernuda 
shakes  his  head  and  listens  in  silence,  a 
muscle  twitching  in  his  clenched  jaw. 

After  five  minutes,  the  man  leaves. 
The  restaurant  is  abuzz.  One  woman 
tells  Cernuda  she  admires  his  efforts. 
Another  stops  by  our  table  and  hisses 
that  she  doesn't  like  public  scenes,  but  if 
she'd  been  the  man,  she  would  have 
taken  Cernuda  outside  and  "broken  him 
up."  A  lawyer  at  the  next  table  prof- 
fers his  card  and  words  of  support.  A 
waitress  warns  that  more  trouble  may 
await  outside.  We 
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body  is  lurking.  "It's  sad  these  ppp 
don't  recognize  we're  working  ic 
change,"  Cernuda  says.  "To  them,  jha 
ever  proposal  does  not  incorpora;  s 
element  of  revenge  is  unaccepiibl 
They  are  full  of  hate  and  want  sorfor 
to  make  up  for  their  years  of  suffiiini 
And  that  cycle  of  revenge  never  eds 
TENSIONS.  Thirty-four  years  afteltl: 
revolution  dashed  fortunes  and  rp 
apart  families,  passions  about  Cubin 
deep  in  Miami,  and  deeper  still  301 
U.  S.  policy  toward  the  island.  IH 
restaurants  and  open-air  bodegas  ion 
Calle  Ocho  in  the  heart  of  Little  H;lan 
discussions  about  Cuba  are  ubiqujou 
from  when  Castro  will  fall  to  t: 
land's  deepening  economic  crisis.re 
versely,  the  end  of  the  cold  war  fieri 
to  have  sharpened  the  divisions  akor 
exiles.  Hard-liners  denounce  thosuv? 
question  continued  U.  S.  efforts  t<  > 
the  island.  They  also  decry  the  prctit 
of  sending  food  and  supplies  to  ub 
As  the  Cuban  economy  disinteg^te 
shipments  from  exiles  have  jumrp 
an  estimated  $400  million  annual!, 
hard-liners  fear  the  relief  will  pi 
Castro's  regime. 

Those  who  advocate  rapprochffl 
with  Havana  do  so  at  considerably 
"The  opinion  that  Castro's  goven)ie 
should  be  communicated  with  or  ; 
modated  in  any  way  is  a  dangeroubo: 
tion  to  take  in  Miami,"  says  1< 
Blumner,  executive  director  o  ! 
American  Civil  Liberties  Union  ofrlo 
da.  "There  are  people  here  who  ar 
ing  to  take  the  law  in  their  ow  n  I 
and  engage  in  criminal  and  terroi 
tivities  to  silence  that  opinion." 

Outright  terrorism  in  Miami  ap' 
to  be  on  the  wane.  The  last  bohn 
was  in  1990,  when  the  Cuban  Aljl 
seum  was  showing  works  by  artis  si 
in  Cuba.  But  tensions  are  higljai 




ckles  and  f 


st  feels  wet 


water  dances, 


onder  why  it 


Then 's  only  one  luxury  hotel  in 
LA  right  on  /lit  beach.  One  with 
everything  you  need  to  do  busi- 
ness, as  well  in  everything  you 
need  to  forget  about  it.  Intro- 
ducing Shutters,  Ten  miles  from 
Hollywood .  seven  from  Beverly 
llilh  and  a  foot  from  thi  sand, 
Reservations:  1-800-334-9000. 


"4, 


5  L  o  i  t 


e  r  § 


lOTEL     ON     THE      8  E  A  C 
SANTA  MONICA 


Sure-Footed 


Whe„  the  winds  ot  change  slir  the 

^V.amoramcanmainm 

[tsmomentumi\iimeasweseachslep 

carefully. 

For  100  years,  in  even 
the  most  unsettling 
conditions.  The 
Thoroughbred  and  its 
predecessor  compa- 
nies have  kept  their 


PutsutngtheVmon 


For  a  step-bu-step  account,  please  write  the 
address  below  for  a  Copt)  of  the  1992  Norfolk 
Southern  Annual  Report. 


balance.  In  1992, 
Norfolk  Southern 

contir.uedilsremd^beingthemst 
egcienlmaiorrailroadmthenaUon. 

Wthmtmcomeexceedma$Wmi- 
Uonandr<wmesoimorethan$4.6 

pillion,  Norfolk  South?''"  stands  on 

a„  aggressive  capita!  improvements 
program  position  it  f5m,iB  ^  tf»e  future. 
Clears,  management  can  negotiate 
new  terrain  and  stag  a  step  ahead. 


Corporation 
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t It 'i-< ■  is  fear  violence  will  escalate.  A 
demonstration  in  March  by  an  anti-em- 
bargo group  in  front  of  hard-line  Radio 
Mambi,  a  local  Spanish-language  station, 
turned  nasty  as  anti-Castro  demonstra- 
tors mounted  a  counterprotest.  Blows 
were  exchanged  and  15  people  arrested. 

In  May,  members  of  the  same  group 
returning  from  May  Day  celebrations  in 
Havana  were  greeted  by  more  anti-Cas- 
tro demonstrators  at  Miami  Internation- 
al Airport.  After  a  scuffle,  three  peo- 
ple, including  two  members  of  a 
television  crew,  were  arrested. 

Still,  more  Cuban  exile  groups  that 
advocate  moderate  U.S.  policies  are  be- 
ing formed.  Cambio  Cubano  (Cuban 
Change),  is  one  such  group,  led  by  Eloy 
Gutierrez  Menoyo,  who  champions  nego- 


Marti,  which  broadcast  to  Cuba,  and 
passage  of  the  Cuban  Democracy  Act, 
which  tightens  the  U.  S.  embargo.  "I 
think  [Miami]  has  matured  tremendous- 
ly," he  says.  "We  are  learning  to  over- 
come differences  of  opinion." 

Yet  it  was  only  in  January,  1992,  that 
CANF  Chairman  Jorge  L.  Mas  Canosa, 
interviewed  by  a  Spanish-language  radio 
station,  compared  The  Miami  Herald  to 
Granma,  the  Cuban  government  newspa- 
per, after  the  Herald  opposed  the  Cuban 
Democracy  Act.  Soon,  Herald  vending 
machines  were  smeared  with  feces  and 
silicone  gel.  There  were  bomb  threats 
against  the  paper  and  death  threats  to 
Publisher  David  Lawrence  Jr.  "The  cli- 
mate [Mas  Canosa]  stirred  up  allowed 
some  wackos  to  do  some  crazy  things," 


I  HFI11 

YOUNG  IN  KEY  WEST:  EVEN  HUMANITARIAN  AID  ELICITS  DEATH  THREATS  AND  REPRISALS 


tiations  with  Havana  to  bring  democracy 
to  Cuba.  A  former  paramilitary  com- 
mando who  served  22  years  in  Cuban 
prisons,  Menoyo  boasts  strong  creden- 
tials among  conservative  Cubans. 

The  growing  tensions  in  Miami  are 
the  natural  result  of  the  growing  politi- 
cal diversity  among  Cubans,  says  Lisan- 
dro  Perez,  director  of  the  Cuban  Re- 
search Institute  at  Florida  International 
University.  Castro  remains  in  power  de- 
spite three  years  of  predictions  by  hard- 
line exiles  that  his  fall  could  come  any 
day.  "There  is  frustration  and  a  sense 
that  they  can't  allow  (moderate]  voices 
to  be  he-ard,"  says  Perez. 

Francisco  J.  Hernandez,  president  of 
the  conservative  Cuban  American  Na- 
tional Foundation,  disagrees.  He  claims 
that  the  CANF,  largest  of  the  exile 
groups,  has  channeled  much  of  the  frus- 
tration that  led  to  terrorist  acts  into 
constructive  activities.  The  CANF  has 
helped  influence  U.S.  policy  with  pro- 
grams such  as  Radio  Marti  and  TV 


says  Lawrence.  The  CANF  issued  a  state- 
ment condemning  these  acts. 

Last  August,  Americas  Watch  issued 
a  report  citing  a  pattern  of  intimidation, 
violence,  and  vandalism  in  Miami  against 
those  who  espouse  opinions  that  counter 
the  conservative  view.  The  report's  au- 
thor, Gara  LaMarche,  blamed  govern- 
ment and  law  enforcement  officials  for 
not  dealing  adequately  with  the  situa- 
tion. Reaction  to  the  report  "was  entire- 
ly defensive."  LaMarche  adds.  "The  re- 
sponse was  to  blame  the  messenger." 
Both  the  mayor  of  Miami  and  the  CANF 
threatened  to  sue  for  libel. 

Even  humanitarians  have  been  caught 
in  the  political  crossfire.  Key  West  busi- 
nessman John  Young  put  together  a  flo- 
tilla of  15  boats  in  April  to  carry  medi- 
cine to  Cuba.  The  event  turned  into  a 
media  frenzy,  with  journalists  and  televi- 
sion crews  coming  from  as  far  away  as 
Japan.  Young  was  dismissed  as  naive 
by  hard-liners  who  predicted  the  medi- 
cine would  be  used  by  the  government 


for  tourists,  not  Cubans.  Even  so  ha 
rassing  phone  calls  made  Young  ur|us 
his  phone  and  get  an  unlisted  he 
Someone  tried  to  set  fire  to  a  wre 
house  Young's  group  used,  and  ejle: 
once  tried  to  break  up  a  meeting.  || 

There  is  one  thing  most  exile  grH 
do  agree  on:  the  importance  of  mn 
taining  contact  with  dissidents  in  On 
There,  those  who  speak  out  op§h 
against  Castro  face  loss  of  jobs,  ■ 
ings,  and  possible  imprisonment.  MflJ 
ate  exiles  such  as  Cernuda  first  initH 
contact  with  dissidents  so  they  coulH 
port  human-rights  violations  to  intAj 
tional  organizations.  Now,  many  I 
groups  make  it  their  business  to  kefl 
touch  with  Cuban  dissidents. 

Pepe  Fernandez,  a  controller  Mi 
stock  brokerage  by  day,  has  beeB 
regular  contact  by  phone— roB 
through  Canada— with  a  group  on 
ban  dissidents  since  1990.  The  gfl 
planned  a  peaceful  protest  in  Hawi 
but  before  the  announced  date  ofl 
demonstration,  five  members  werB 
rested.  Three  went  to  trial,  inclimt 
University  of  Havana  professor  H 
Pita,  who  was  sentenced  to  five  yn 

One  night  I  listened  in  on  FernajHj 
phone,  and  a  woman  recounted  I 
anonymous  leaflets  that  proclaim  "Hiei 
you  have  lights  but  your  people  m 
none"  and  "Fidel,  you  are  killing  pu 
people  with  hunger"  were  quickly  sm 
up  by  security  forces.  She  also  toldre  i 
group  of  fleeing  Cubans  whose  W 
broke  flown.  They've  been  detail, 
fined,  and  are  subject  to  trial. 
OUTSIDE  VOICE.  One  of  the  major  efirt 
to  report  on  dissent  back  home  i.'|th' 
CAN'F's  Voz  de  la  Fundacion,  a  oih 
eight-hour,  shortwave  broadcast.  In 
ports  on  (14  dissident  groups,  up  or 
six  in  1990,  says  Ninoska  Perez  C;jte 
Ion,  the  station  director.  And  whi|.I 
Voz  won't  deal  with  dissidents  wjos 
positions  counter  the  CANF's,  it  wi]T< 
port  on  abuses  against  such  people 

At  this  point,  any  communication  iai 
Cubans  in  Miami  is  welcome,  says  h< 
Viera  Leyva,  a  dissident  who  an/e 
from  Havana  in  early  June  with  his 
and  two  sons.  He  was  beaten  four 
in  the  past  year,  his  wife  lost  herd 
and  he  was  unable  to  find  work.  Copa< 
with  Miami  is  difficult  and  very  da 
ous  but  gives  dissidents  a  voice  oul 
"Without  it,  the  struggle  of  the 
dents  would  make  no  sense,"  he  sa^ 
his  view,  the  infighting  among  Cbi 
exiles  in  Miami  is  a  meaningless  di:^a 
don:  "The  struggle  is  there."  It  mig  1 
well  for  all  sides  of  Miami's  exile  com 
nity  to  remember  that. 

GAIf  DeGE'-K 

/  )i(  Sciinje  is  I  his  magazine's  A." 
I  In  rii  i  a  Manager. 
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YouVe  improved  product  quality,  invested  in 
new  technology,  even  lowered  your  prices... 


So  why  is  the  competition  gaining  on  you? 


A  critical  element  may  he  missing  from  your 
ompetitive  strategy — a  focus  on  your  relationships 
/ith  your  customers. 

In  a  world  of  parity  products  and  services,  the 
(uality  of  your  customer  relationships  may  he  the 
>nly  thing  that  can  set  you  apart. 

The  key  question:  How  do  you  ensure  that  your 
ales  and  service  people  have  the  skills  they  need 
d  build  and  maintain  lasting  partnerships  with 


our  customers 


The  very  survival  of  your  company  depends  on 
:ie  answer  to  that  question.  And  we  can  help  you. 

We're  Learning  International,  the  world's 
;ading  training  company  dedicated  to  strength- 
riing  clients'  sales  and  service  performance.  For 
lore  than  30  years,  we've  heen  helping  the  world's 
lost  successful  organizations  to  outdistance  the 
Dmpetition. 

We  provide  market-tested  training  programs  for 


both  sales  and  service  professionals.  Training  that 
will  help  you  leverage  every  point  of  customer 
contact  to  your  advantage. 

Training  that  will  help  your  people  develop 
the  skills  needed  to  win  new  business  —  and  build 
customer  loyalty. 

Training  that  will  help  you  not  only  achieve  a 
competitive  advantage,  but  sustain  it.  In  a  word, 
training  that  gets  results. 

If  you'd  like  to  know  more  about  what  Learning 
International  can  do  for  you,  or  to  obtain  a  copy  of 
our  white  paper  on  the  new  buyer-seller 
relationships,  Profiles  in  Customer  Loyalty, 
call  or  write  today. 
Learning  International 
225  High  Ridge  Road 
Stamford,  CT  06905 
1-800-456-9390, 
extension  79 


INTERNATIONAL 
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\biir  Business 
For  A\t)ice  Secu 
Than  $1,200 
To  Prewnt  It. 


AI&Ts  portable  Surity  Telephone  Device. 
Its  an  easy  cost-effective  way  to  keep  your 
competitors  from  tapping  into  your  business. 

When  you  discuss  business  on  the  telephone,  you  never  know  who 
might  be  listening— 1<  >  c<  impany  secrets,  strategic  plans  <  >r  c<  >nfidential  financial 
data.  Telephone  security  breaches  can  be  costly  to  your  business,  but  preventing 
them  doesn't  have  to  be. 

AT&T's  new  portable  Surity'"  Telephone  Device  costs  less  than  $1,200, 
making  it  one  of  the  lowest  priced  devices  on  the  market.  It's  also  one  of  the 
smallest  security  s< >luti< >ns  anywhere,  just 
4"  x  714 ".  S<  >  wherever  y<  )U  g( ),  y<  >u  can 
go  secure— in  VI. H  airline  lounges,  hotels, 
offices,  even  on  a  cellular  phone- 
whenever  y<  >u  make  a  call. 

Designed  by  an  AT&T  Bell  Laborati  iries  team,  i  >ur  p<  irtable 
Surity  Telephone  Device  is  easy  to  use.  Just  plug  it  into  any  phone  and  your  con- 
versation is  instantly  protected.  Plus  it  works  on  both  digital  and  analog  phones. 


dd  Pay  A  High  Price 
breach.  Or,  Less 


i  *  •<  ■ " « ■ « < 


anywhere  around  the  world.  And  you  get  the  clearest  quality  along  with  100% 
voice  recognition. 

To  get  more  information  about  protecting  your  business,  call  AT&T  at 
1  800  952-4082.  Outside  the  I  .S.  and  Canada,  call  919  279-7617.  Because 
AT&T  can  help  you  keep  intruders 

off  y<  >ur  telepln  me  line  w  hile  h  ><  iking  ( >ut  5»  ^V^SlT 

for  vour  bottom  line. 


^=  The  right  choice. 


Suppose  this  were  a  business  opportunity 


Let  s  take  a  minute  to  talk  about  rope. 


Wherever  global  business  pursues  oppor- 
tunity, it  conies  up  against  steep  competition. 

Making  it  to  the  top  requires  confident 
strategic  maneuvering  and,  invariably,  plenty 
of  financial  rope.  Which  is  why,  in  the  U.S. 
and  beyond,  some  of  the  world's  most  suc- 
cessful corporations  maintain  strong  ties  with 
one  international  bank. 

Union  Bank  of  Switzerland. 


As  one  of  the  worlds  largest  banks,  and 
arguably  the  strongest,  our  resources  are 
impressive.  Moreover,  the  ways  we  can  apply 
our  Triple-A  rated  strength  through  on-  and 
off-balance  sheet  finance  are  impressive,  too. 

Don't  get  tied  to  a  relationship  that  could 
leave  you  hanging.  Depend  on  Union  Bank 
of  Switzerland.  The  bank  that  has  led  many 
to  the  top. 


As  global  as  business  itself. 


In  the  U.S..  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  Park  Avenue,  New  York,  NY  10171 
Other  offices  in  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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D0N7  GET  SCARED. 

JURASSIC  PARK IS  JUST  A  MOVIE 

Your  commentary  "Who's  afraid  of 
Jurassic  Park?  Biotech  ought  t<>  l><" 
(Top  of  the  News,  June  7)  serves  only  as 
fodder  for  fringe-group  ramblings.  The 
public  is  too  intelligent  to  confuse  Hol- 
lywood's screen  creations  with  what's 
going  on  in  corporate  laboratories.  It 
seems  to  me  that  the  general  public 
would  be  more  inclined  to  believe  the  re- 
cent life-enhancing  and  life-saving  appli- 
cations of  gene  therapy  than  the  fiction- 
alized bringing  to  life  of  a  raptor  or 
Tyrannosaurus  rex.  Stirring  up  contro- 
versy where  there  is  none— especially 
about  a  movie— will  only  bring  about  a 
self-fulfilling  prophecy. 

Donald  S.  Le  Vie  Jr. 
Austin,  Tex. 

NO  JAPANESE  CRIME  FAMILIES 

AT  THIS  ADDRESS  

The  story  "A  Japanese  laundry  worth 
$1  billion?"  (Top  of  the  News,  May 
24)  includes  references  to  Riviera  Coun- 
try Club,  Marukin  Corp.,  and  to  Kaneo 
and  Noboru  Watanabe  that  require  clar- 
ification and  correction. 

Your  article  states:  "U.  S.  Customs 
and  FBI  officials  are  said  to  be  looking 
into  the  $108  million  purchase  in  1988  of 

famed  Riviera  Country  Club  "  To  the 

best  of  our  knowledge,  neither  Riviera 
Country  Club  nor  its  owner,  Marukin 
Corp.,  is  a  target  or  subject  of  any  in- 
vestigation. No  charges  have  been  filed, 
no  contact  has  been  made  with  the  Wat- 
anabes  or  their  company,  Marukin  Corp. 

A  further  quote:  "The  Riviera  is  just 
the  kind  of  investment  Japanese  crime 
families  might  covet."  This  would  imply 
that  the  Watanabes  are  part  of  an  illicit 
family  operation,  and  that  is  absolutely 
untrue. 

The  unfortunate  linkage  of  the  box,  ti- 
tled "Dirty  green  on  the  greens,"  and  a 
photo  of  the  Riviera  gives  readers  the 
impression  that  the  Riviera  is  an  exam- 
ple of  your  five-point  illustration.  Noth- 
ing could  be  further  from  the  truth.  The 
money  to  buy  the  Riviera  came  from 
the  cash  reserves  of  Marukin  Corp.,  a 
Japanese  company  with  assets  of  more 


than  $1.5  billion,  and  from  a  loan  from  a 
reputable  Japanese  bank.  None  of  the 
membership  fee  or  other  income  of  the 
club  was  sent  back  to  Japan  but  is  being 
reinvested  in  the  Riviera. 

Kaneo  Watanabe  does  know  Shin 
Kanemaru,  but  there  have  been  no  in- 
stances of  any  financial  impropriety  in 
this  relationship.  Marukin  and  a  large 
number  of  other  Japanese  companies 
were  served  with  a  search  warrant  by 
Japanese  authorities  in  connection  with 
their  investigation  of  Kanemaru.  Howev- 
er, neither  Marukin  nor  the  Watanabes 
have  been  summoned  or  investigated, 
and  neither  are  under  any  serious  suspi- 
cion by  Japanese  authorities. 

Joe  Masaki 
Vice-President 
Riviera  Management  Inc. 
Pacific  Palisades,  Calif. 

Editor's  note:  The  juxtaposition  of  the 
photo  and  table  was  not  intended  to  imply 
that  the  Riviera  is  involved  in  money 
laundering.  Even  though  the  company 
may  not  have  been  notified  that  it  is 
the  target,  federal  law-enforcement  offi- 
cials say  the  Riviera  purchase  is  under 
investigation. 

Your  article  mentioned  the  activities 
of  Ken  Mizuno.  Mizuno  Corp.  is  in 
no  way  connected  or  related  to  the  Ken 
Mizuno  in  your  article.  Mizuno  Corp.  is 
headed  by  Chairman  Kenjiro  "Ken"  Mi- 
zuno and  by  his  son,  President  Masato 
Mizuno. 

Jack  Curran 
President 
Mizuno  USA 
Norcross,  Ga. 

BRAVO  FOR  CHRIS! 

AN  EXECUTIVE  WITH  GUTS'  

■  read  with  interest  the  article  on  Chris 
I  Steffen  ("Is  Chris  Steffen  too  tough 
for  his  own  good?"  People,  June  7).  Bra- 
vo for  Chris!  An  executive  with  guts! 

There  is  a  time  and  place  for  people 
to  act  as  lone  wolves— and  as  members 
of  a  wolf  pack.  I  think  one  of  the  issues 
holding  back  America  is  fear  and  lack  of 
leadership  and  skill  among  executives 
in  dealing  with  argument,  conflict,  chal- 
lenge, diversity,  innovation,  and  creativ- 
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THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
THE  FORTUNE 500 Wl LL 
MAKE  IN  SALES. 


PCX  is  a  trademark  ot  Fujitsu  Network  Transmission  ot  America.  Inc 
FORTUNE  500  is  a  registered  trademark  of  The  Time  Inc  Magazine  Company 


We  spend 
nearly  $3  billion  annually  on  R&D 
(over    10%  of  sales)  to  bring  the  most 
profound  technologies  down  to  human  terms.  And 
put  some  of  them  in  human  hands.  (>)  The  ultra- 
|ht  cellular  phone,  a  direct  result  of  our  microelectronics 
earch,   is  an  example.   It  was  Fujitsu  gallium  arsenide 
jitry    that    made    smaller    and    lighter    cellular  phones 
possible — like  our  new  PCX™  flip  phone  that  weighs 
only   7.4  ounces  and  fits  comfortably  into  a  shirt 
pocket,   <>J    Another   Fujitsu   first — the   High  Electron 


tron Mobility     Mooility  Transistor — is  making  improved  broadcast 

u|itsu  invention 
proved  broadcast 

>ssibie.        satellite  TV  systems   possible.   And   Fujitsu   is  a 
;r  in   re-writable   magneto-optical   disk   drives — an  innovation 
t  offers  nearly  unlimited  storage  capacity.  (£)   In  over 
DO  countries,  we're  translating  the  complexities  of  tech- 
nology into  new  ways  to  make  life   less  complex. 
It's     helped     make     us     the     $25  billion 
company  we  are  today.   Now  it's  helping 
us     make     our     name  in 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


"How  Can  I 
Prepare  For 

Higher  Tax  Rates?" 


For  California  residents,  today's  taxes  can  claim  over  a  third  of 
everything  you  earn  -  including  investment  income.  Now  may 
be  the  time  to  consider  the  fundamental  advantage  of  tax-free 
investing.  And  Fidelity  has  created  an  entire  line  of  tax-free  funds 
to  help  yon  pay  less  tax  and  keep  more  of  w  hat  yon  earn. 

Choose  an  insured 
bond  fund  for 
added  safety. 

Fidelity  California  Tax-Free 
Insured  Portfolio  is  designed  to  offer  high  current 
income  free  from  federal  and  state  income  taxes.  The 
fund  seeks  to  reduce  credit 
risk  by  investing  primarily  in 
long-term  California  munic- 
ipal bonds  that  are  insured 
to  guarantee  the  timeK 
payment  of  principal  and 
interest.1  Yield,  share  price 
and  return  will  vary.  (Mini- 
mum investment:  $2,500.) 


Fidelity  California  Tax- 
Free  Insured  Portfolio 


8.27* 

Tax-equivalent  Yield' 


5.08° 

Current  Yield* 


Let  Fidelity  show  you  how  to  benefit 

from  tax-free  investing.  Call  for  a  free  fact  kit  which 
includes  a  prospectus  with  more  complete  informa- 
tion including  management  fees  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments" 


1 A  fl7°°  Q  Qn°°   7  IX 

It.UI      9i9U    and  I  ■  fu    were  the  average  annual 


-r  i  a  m°'o  o  nn°o  i  70% 

*30-day  yield  as  of  5/19/93. 
returns  for  1-year,  5-year,  and  life-  of  fund  (commencement  of  operation  l)/is/sdi  periods  ended  5/31/93- 
The  tax-equivalent  yield  is  based  on  the  highest  1993  combined  effective  federal  and  Mate  income  tax  rate  of 
38  i1)".,  If  Fidelm  iiad  not  voluntarily  reimbursed  fund  expenses,  the  \ield  and  lax-equivalent  yield  would 
have  been  )  X0"„  and  "  X2"„.  respeclivcb .  and  total  returns  would  have  been  lower  Expense  reimbursements 
inav  be  revised  at  am  time,  at  which  time  the  hind's  yield  and  return  will  go  down  Performance  figures  are 
historical  and  \ou  may  have  a  gain  or  loss  w  hen  you  sell  your  shares  The  portfolio's  shares  are  neither 
guaranteed  nor  insured  No  guarantee  can  be  made  as  to  an  insurer's  ability  to  meet  its  commitment.  Fidelity 
Distributors  Corporation 
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CORRECTIONS  &  CLARIHCATIOS 

The  last  page  of  the  foldout,  "Gui<jh 
investing  in  hot  growth  compae 
(Cover  Story,  May  241,  contained  rr 
neous  information  regarding  ■ 
Jones  News/Retrieval.  CompuSn 
does  not  provide  any  Dow  jl 
News/Retrieval  services.  The  pit 
for  the  standard  News/Retrfc 
service  for  an  individual  are  am 
time  startup  fee  of  $29.95,  an  SI  a 
nual  service  fee  that  is  currft 
waived  for  the  first  year,  and  ■ 
and  service  charges  based  on  the  ft 
mation  used. 


ity.  I  think  Americans  are  too 
offended  by  things  that  are  a  pj 
life. 

Betty-Jean 
San  Dimasj 

I have  yet  to  see  a  leader  of  a  tea 
stitution,  organization,  or  corpq 
who  can  accomplish  a  mission  ™ 
the  dedicated  and  enthusiastic  n 
pation  of  those  being  led.  Once  t 
has  been  done,  the  challenge  for  9 
is  to  fit  into  the  resulting  organlj 
It  will  be  interesting  to  see  if  n 
make  dramatic  impact  and  havJ 
tenure  at  Citicorp. 

Robert  L 
Nev 


CALL  THEM  ANYTHING, 
BUT  GIVE  THEM  FREE  SPEECH 


We  laughed  at  the  cartoon 
the  water  buffalo  who  cal 
"anti-defamation  league"  to  compla 
he  had  been  called  a  college  stud 
Business  This  Week,  June  7). 

The  real  Anti-Defamation  Le 
on  record  as  opposed  to  campus  c 
codes  that  infringe  upon  constitut 
protected  speech.  Bigotry  on  camp 
serious  problem,  but  the  Univer 
Pennsylvania  case  appears  not  t 
been  a  real  example  of  bigotry, 
been,  adl  would  favor  an  approa> 
stresses  educational  means  by  wh 
erance  might  be  reinforced,  wh 
dangers  of  bigotry  are  explored.  S 
"hate-speech  codes"  on  campus  rai 
stitutional  concerns,  and  even  m< 
portantly,  they  just  don't  work 

Abraham  H.  F 
National  D 
Anti-Defamation 
Ne 


Letters  to  the  Editor  should  be  sent  to  Reade 
Business  Week,  1221  Avenue  of  the  Ameri 
York,  N  Y  10020  Fax  (212)  512-4721. 
must  include  an  address  and  daytime  and  evi" 
phone  numbers.  We  reserve  the  right  to  edit 
clarity  and  space. 
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Tlie  1993  Business  Week/I  )eloitte  &  Touche  Health  Care  Siuiuiiit 
American  Business  and  Health  Care  Reform:  Panacea  or  Predicament? 

Willard  Hotel,  Washington,  D.C.,  November  16-17,  1993 

Priority  One:  Finding  the  cure  for  health  care  in  America.  The  ultimate  well-being  of  our  nation's 
health  care  system  is  now  in  the  hands  of  a  select  group  of  decision  makers.  For  two  days  in  November,  you  are 
invited  to  join  in  corporate  sponsorship  with  renowned  professionals  who  will  be  instrumental  in  managing  the 
changes  in  American  health  care. 

The  1993  Business  Week/Deloitte  &  Touche  Health  Care  Summit  provides  a  select  group  of  corporate 
sponsors  a  direct  dialogue  with  some  of  our  country's  most  influential  policy  makers:  The  CEOs,  labor  leaders, 
academics,  government  officials  and  leaders  in  health  care  and  allied  industries. 

A  distinguished  roster  of  guests  and  an  impressive  array  of  topics  including  "The  Impact  of  Health  Care  Reform 
on  the  U.S.  Business  Community"  and  "The  Nuts  and  Bolts  of  Health  Care  Reform:  How  Will  It  Work?", 
promise  to  make  this  conference  a  tmly  remarkable  event. 

Featured  speakers  to  date  include:  Robert  A.  Go,  Managing  Director,  Health  Care,  Deloitte  &  Touche; 
Helen  Darling,  Manager,  Health  Care  Strategy  and  Programs,  Xerox  Corporation;  Clark  Ken;  Vice  President 
for  Government  Affairs,  Member  of  the  board.  Bank  of  America,  Washington  Business  Group  on  Health. 

Attendance  is  by  invitation  only.  A  limited  number  of  corporate  sponsorships  are  available.  For  sponsorship 
information,  contact:  William  H.  DeGraff,  Director  of  Sales,  Strategic  Progr  ams,  212.512.6012. 


Deloitte  & 
Touche 


BusinessWeek 


Beyond  news.  Intelligence, 


VEN 


aircraft 
into  tke  oak,  our  AaST  designer 

remaine  d  PREOCCUPIED 

witk  thoughts  of  PCs. 

Even  in  their  free  time,  our  engineers  are  obsessed  with  PCs.  A  condition  that  can  turn  an 
afternoon  with  a  model  plane  into  an  adventure.  But  it's  a  small  price  to  pay  when  you 
consider  the  results:  the  third-generation  AST  Bravo  desktop  PCs.  With 
Bravo,  our  engineers  addressed  the  issue  of  PC  price/performance  head-on. 
o  ©p.  gi  First,  they  enhanced  Windows"  performance.  Then,  they  improved 
-^•^■■.■■/•.•■■••■••uartaWB-g^^  reliability  while  redui  ing  costs  by  creating  an  upgradable,  four-layer 
systemboard  that's  half  its  previous  size.  It's  just  one  more  example  of  how  AST  has  been  set- 
ting PC  standards  for  over  13  years.  In  fact,  our  latest  Bravo  series  has  already  won  the  praise  of 
BYTE,  PC  World  and  InfoWorld.  While  our  flying  has  won  the  praise  of,  well . . . 

AST,  COmPUTGR 

The  Product  Of  Our  Obsession. 

©  1992  AST  Resean  h.  In,  All  nghti  mervej  AST,  AST  logo  are  registered  trademarks  of  AST  Researci 


BRAVO 


POWER 

Intel  486SX/2S,  486SX/33, 
486DX/33,  486DX2/50 
or  486DX2/66  microprocessor. 
Optional  256KB  second-level  cache. 


GRAPHICS 

Video  RAM  upgradable  to  1MB. 
Super  VGA  video  controller  supports 
1024  \  768  i  aim  resolution 


FLEXIBLE 

Four  drive  bays,  four  16-bit  ISA  slots. 
Up  to  64MB  memory. 


BUNDLED 

120MB  hard  drive,  4MB  RAM, 
1MB  Video  RAM,  high-res  video 

monitor,  mouse,  pre-installed 
MS-DOS  5.0  and  Windows  3.1. 


RELIABLE 

All  models  tested  and  compatible 
with  the  leading  networking 
environments.  All  bundles  are 
pre-configured  and  tested  prior  to 
shipping.  Three-year  warranty  with 
standard  one-year  on-site  service. 


HONORS 

BYTE  '7992  Award  of  Merit" 
(Bravo  family).  PC  World  "Best  Buy" 
(4/66D)  Info  World  "Buyers 
Assurance  Seal"  (4/66D). 


RESPONSIVE 

To  learn  more  about  our  Bravo  desktop 
PCs.  just  call  800-876-4AST. 


AERODYNAMIC 

A  radio-controlled  Gee  Bee 
Super  Sportster.  With  an 
80cc  gas-powered  engine,  it  has 
a  top  speed  of  160  mph. 
All  optional,  of  course. 


ntel  Corporation  All  other  trademarks  are  the  property  of  their  respecti, 


ooks 


THE  MERC:  THE  EMERGENCE  OF  A  GLOBAL 
FINANCIAL  POWERHOUSE 

By  Bob  Tamarkin 

Harper  Business  •  465pp  •  $27.50 


LEO  MELAMED  ON  THE  MARKETS 

By  Leo  Melamed 

Wiley  •  278pp  •  $29.95 


FROM  PORK  BILLIES 
TO  SILK  PURSE 


u 


ntil  it  changed  its  fortunes 
abruptly  in  1972,  the  Chicago 
Mercantile  Exchange  was  an 
also-ran  in  a  second-rate  industry.  The 
Merc's  nickname,  "whorehouse  of  the 
Loop,"  reflected  the  trading  pits'  just 
reputation  for  shady  deals.  Its  best- 
known  contract— pork  bellies— was  more 
a  joke  than  a  global  calling  card. 

Fast  forward  to  1993.  Two  decades 
after  the  Merc  changed  the  world's  cap- 
ital markets  by  introducing  currency  fu- 


vision  and  drive  created  the  financial 
futures  industry,  delivers  a  you-are-there 
version  of  the  Merc's  remaking. 

Tamar kin's  book  casts  the  Merc  as  a 
financial-markets  pioneer,  from  its  start 
as  a  butter-and-egg  exchange  to  its  fight 
for  credibility  with  money-center  banks 
in  the  1970s  to  its  forays  into  electronic 
trading.  The  book  recounts  two  of  the 
Merc's  darkest  moments— the  1987  stock 
market  crash  and  the  government's  1989 
undercover  probe  of  fraud  in  the  pits.  It 


new  boo 
chronicle  the  Merc', 
transformation  inU 
a  center  for  global 
financial  trading 


■  Leo 

c|  'Melamed 
\  Markets 


tures,  the  exchange  is  a  crossroads  of 
global  finance.  Contracts  valued  at  $236 
billion  change  hands  each  day  in  its  rau- 
cous pits  as  traders  swap  contracts  for 
currencies,  stock  indexes,  and  Euro- 
dollars, along  with  pork  bellies  and  live 
cattle.  The  Merc  is  second  to  none  in  the 
diversity  of  its  contracts  or  in  its  pro- 
gressive approach  to  technology.  Globex, 
the  first  exchange-based  24-hour  trad- 
ing system,  was  created  by  the  Merc 
and  was  joined  only  belatedly  by  its  sib- 
ling, the  Chicago  Board  of  Trade.  No 
one  in  finance  can  afford  to  ignore  the 
Merc  anymore. 

Two  new  books  chronicle  this  trans- 
formation. In  The  Merc:  The  Emergence 
of  a  Global  Financial  Powerhou.se,  journal- 
ist Bob  Tamarkin  traces  the  exchange's 
history  since  its  founding  in  1919— with  a 
remarkably  even  hand,  given  that  the 
Merc  commissioned  his  work.  Leo  Mel- 
amed on  the  Markets,  a  collection  of 
speeches  by  the  Merc  chairman  whose 


also  chronicles  the  1992  introduction  of 
Globex,  which  brought  round-the-clock 
trading  of  Merc  contracts  to  investors 
from  Chicago  to  London  to  Tokyo. 

Tamarkin,  whose  1986  The  New  Gats- 
bys  described  the  go-go  escapades  of 
Chicago  traders  in  the  1980s,  here  shows 
insight  and  an  eye  for  detail.  Writing 
about  the  '87  crash,  he  catches  Ted  Kop- 
pel,  of  ABC's  Nightline,  in  a  lame  turn, 
using  the  Muppets  to  explain  the  mar- 
ket. This  he  contrasts  with  vividly 
evoked  panic  in  office  suites  in  Chicago, 
New  York,  and  Washington,  as  pressure- 
cooked  executives  contemplated  the 
prospect  of  market  collapse.  One  memor- 
able scene:  Current  Merc  Chairman  John 
F.  Sandner  hectoring  First  Options  Corp. 
into  making  a  margin  call  of  more  than 
$200  million  by  threatening  to  let  the 
media  know  if  the  firm  failed  to  pay. 

Generally,  The  Merc  transcends  its 
sponsorship  with  its  inside  look  at  con- 
troversial events  in  the  exchange's  re- 


cent past.  Nonetheless,  publisher  H 
er  Business  seems  intent  on  burying 
book's  origins.  Nothing  in  The  Merc 
jacket  copy,  or  the  press  release 
lauds  Tamarkin's  "no-holds-barred  si 
reveals  the  Merc's  role.  Editor  Ft 
Mount  thinks  readers  shouldn't  c 
"It's  not  like  this  was  paid  for  as 
vertising  for  the  Merc,"  he  says. 

Hmmm.  At  times,  Tamarkin 
strain  credulity,  as  when  he  overli 
the  Merc's  hyperdefensive  respons 
the  FBI  sting.  He  finds  no  fault  with 
Merc's  decision,  after  the  sting 
public,  to  investigate  the  trading  re 
of  the  FBI  moles— even  though  the 
tice  Dept.  saw  the  Merc  counterprol 
a  potential  obstruction  of  justice.  An 
gives  Merc  leaders  a  pass  on  their 
ing  reaction  in  March,  1991,  whe 
yen  traders— roughly  half  of  thos< 
dieted— were  cleared  of  most  chai 
He  glosses  over  a  price-rigging  sc: 
in  the  Merc's  onion  pit  in  the  1970s 
ignores  the  love-hate  relationship 
tween  the  Merc  and  the  Board  of  Ti 
Still,  readers  who  want  to  unders 
the  Merc's  key  role  in  global  ca 
markets  will  find  The  Merc  valuabl 

Those  already  familiar  with  th< 
change  should  enjoy  Leo  Melame 
the  Markets,  by  the  chief  architei 
the  Merc's  modern  era.  Melamed 
ized  his  vision  of  a  financial  future 
dustry  through  force  of  reason  a{ 
unique  charisma,  often  conjured  d 
persuasively  crafted  speeches  deli 
in  a  booming  tenor  to  audiences 
Capitol  Hill  legislators  to  dubious 
York  bankers  to  ambitious  founde: 
foreign  exchanges.  His  book  b: 
many  of  those  utterances  back  to  1 , 

Melamed  sets  out,  rhetorical  s; 
bag  in  hand,  selling  the  idea  of  fins  '*° 
futures  in  the  early  1970s.  By  the 
he  has  warned  Congress  not  to  , 
regulate  the  markets,  taken  the  fur 
crusade  to  Europe,  and  persuaded 
floor  traders  to  back  Globex,  which  |c 
one  day  make  pit-trading  obsolete, 

In  a  key  fight  with  Congress  in  v 
he  won  the  futures  industry  unp 
dented  power  to  regulate  itself, 
amed  warns  against  forcing  the  indi 
to  constantly  justify  itself  to  reguls 
"Pioneerism  needs  no  economic  just 
tion."  Today,  the  people  building  C 
go's  biggest  fortunes  aren  t  mat 
makers,  retailers,  or  hog  butc. 
They're  traders.  And  today,  when  p 
in  the  world's  financial  centers 
about  Chicago,  Al  Capone  is  somet 
the  second  thing  that  comes  to  mil 
BY  DAVID  GRE 
Chicago  Correspondent  Greising  co- 
ored  Brokers,  Bagmen,  and  Moles:  I 
and  Corruption  in  the  Chicago  Fu 
Markets. 
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THE  GM  CARDSM  GM  GOLD  CARDSM 

<L0  ANNUAL  FEE.  EARN  UP  TO  $3500.  LOW  APR.  EARN  UP  TO  $7000. 


ver  6  million  people  have  found  a  shortcut  to  their  goal  of 
tig  a  new  car  or  truck.  It's  the  GM  MasterCard -the  original 
"totive  credit  card. 

3w  we're  introducing  the  GM  Gold  MasterCard* So  you 

loose  which  shortcut  you'd  rather  take. 

ith  both  GM  Cards,  you  earn  5%  of  every  dollar  you  spend 

d  a  new  GM  vehicle.  With  the  original  GM  Card*  you 

irn  up  to  $500  a  year,  for  up  to  7  years-a  total  of  $3,500  in 

igs.  With  the  GM  Gold  Card,*  you'll  earn  twice  as  much: 

$1,000  a  year,  for  a  total  of  $7,000  over  7  years. 

e  GM  Gold  Card*  charges  a  $39  annual  fee,  which  is 

I  to  your  earnings.  It  also  offers  a  lower  APR,  along  with  a 


credit  limit  of  up  to  $25,000.  Meanwhile,  the  original  GM  Card*  is  still 
the  only  automotive  credit  card  that  has  never  charged  an  annual  fee. 

Use  either  card  at  Mobil,  Marriott  Hotels,  Resorts  and  Suites, 
Courtyard  by  Marriott,  Fairfield  Inn,  Ownership  Resorts  by 
Marriott,  Avis  and  MCI,  and  you'll  earn  an  additional  5%-for  a 
total  of  10%  in  earnings.  There's  no  limit  on  how  much  you  can  earn 
from  our  retail  partners. 

You  can  even  transfer  your  existing  credit  card  balance  to  either 
GM  Card,"  and  earn  5%  of  that  amount,  too. 

The  GM  Card*  is  already  helping  millions  of  people  earn 
money  for  new  vehicles.  Now  it  also  offers  something  else  that 
every  driver  wants:  options. 


5%  EARNINGS 

1  • 800 -8GM- CARD 

(8  4  6-2  2   7  3) 

THE  GM  CARD:  TODAY'S  FINANCIAL  VEHICLE" 

 _  

i    VROLET    •  PONTIAC    •  OLDSMOBILK    •  BUCK    •  CADILLAC    •  CMC  TRUCK 


er  redeemable  as  discount  on  new  GM  car  or  truck  Up  to  $500  annually,  or  maximum  ot  $3500  over  7  years  on  GM  Card  Up  to  $1000  annually,  or  maximum  ol  $7000  over  7  years  on  GM  Gold  May  be  combined  with  other  GM  otters 
Subiect  lo  GM  Card  Rebate  Program  Rules  Cash  advance  tmance  charges  apply  to  balance  translers  ©  1993  General  Motors  Corporation 


CLIENT  FOCUS 


There's  a  difference  in  the  insight  that  links  market 


Around  the  world,  a  wave  of  privatiza- 
tions. In  the  U.S.,  a  generation  saving  at 
only  34  percent  of  the  minimum  rate 
needed  for  a  secure  retirement.  On  a  global 
scale,  an  American  economic  recovery  lead- 
ing the  way  out  of  a  worldwide  recession. 

A  world  like  this  needs  the  unique 
financial  insights  of  Merrill  Lynch.  Our 

©1993  Merrill  Lynch  &  Co.,  Inc. 


clients:  individuals,  small  and  midsize 
businesses,  institutions,  corporations  and 
sovereign  governments. 

We  are  a  company  committed  to 
long-term  client  relationships  rather  than 
short-term  transactions.  A  company  dedi- 
cated to  the  professionalism  of  its  Financial 
Consultants,  with  the  industry's  first  and 


most  advanced  system  of  training.    |f , 
A  company  that  is  nearing  thi , 
stone  of  $500  billion  of  assets  h 
Merrill  Lynch  private  client  acc  f 
worldwide.  Clear  evidence  of  the  tn 
our  clients  have  placed  in  us. 

A  company  that  is  global  in  outlo 
in  its  influence  on  the  capital  markt 


hi 


cet,  capital  to  companies,  people  to  opportunities. 


leader  in  debt  and  equity  under- 
>r  the  fifth  consecutive  year  in  the 
he  fourth  consecutive  year  world- 
mg  a  record  total  of  $151  billion, 
continue  to  enhance  our  pres- 
e  European  business  community, 
wing  involvement  in  privat- 
id  cross-border  transactions.  In 


fact,  we  were  recently  named  Bank  of  the 
Year  by  International  Financing  Review. 

And  while  we've  been  in  Asia  for  over 
30  years,  we  recently  became  the  first 
American  securities  firm  to  open  an  office 
in  mainland  China. 

In  our  view,  these  successes  stem 
from  our  spirit  of  teamwork,  the  sound- 


ness of  our  advice,  our  commitment  to 
integrity.  And  our  determination  to  be  a 
trusted  advisor  to  each  and  every  client. 
We  think  it  makes  a  difference. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


Economic  Viewpoint 


CAN'T  ANYBODY  HERE 
DO  THIS  JOB? 


Government  should 
take  care  of  essential 
services.  But  why 
can't  tax-funded 
agencies  be  more 
customer-driven? 
Such  a  competent 
public  sector  would 
help  keep  private- 
sector  bureaucracies 
on  their  toes 


ROBERT  KUTTNER  IS  COEDITOR  OF 
AMERICAN  PROSPECT  AND  AUTHC 
OF  THE  END  OF  LAlSSEZ-fAIRE 


Last  week,  somebody  sent  me  an  over- 
night letter.  The  U.  S.  Postal  Service 
tried  to  deliver  it  to  my  house  during 
business  hours.  I  was  not  home,  of  course,  so 
the  letter  was  taken  away  again.  Was  the 
document  at  the  main  post  office?  Or  out  with 
some  postman?  I  eventually  tracked  it  down, 
at  far  greater  inconvenience  than  if  it  had 
been  sent  by  regular  mail  for  29e. 

If  private  carriers  such  as  Federal  Express 
and  UPS  can  figure  out  how  to  leave  express 
letters  when  the  customer  isn't  home,  why 
can't  the  Postal  Service? 

As  my  local  postal  superintendent  explained. 
I  am  not  the  customer.  The  sender  is  the  cus- 
tomer. And  the  Postal  Service  guarantees  de- 
livery to  the  sender.  If  express  letters  were 
left  on  doorsteps,  they  might  get  lost  or  sto- 
len, the  post  office  might  be  liable,  etc.  The 
Postal  Service,  however,  does  let  the  sender 
check  off  a  little  box  authorizing  the  carrier  to 
leave  the  letter  on  your  doorstep.  So  there's 
no  need  to  be  inconvenienced.  All  you  have  to 
do  is  alert  anyone  in  America  who  might  pos- 
sibly send  you  an  overnight  letter  that  you 
prefer  it  on  your  doorstep. 

Or  better  yet.  call  FedEx.  According  to 
spokesman  Brendon  Davis,  FedEx  decided  on 
its  more  permissive  policy  after  surveying 
customers  and  calculating  that  the  risk  of  a 
very  occasional  lost  letter  was  less  than  the 
risk  of  irritating  recipients  as  well  as  senders 
and  losing  business. 

last  resort.  In  an  age  when  you  can't  walk 
into  a  bookstore  without  tripping  over  vol- 
umes on  the  importance  of  business  becoming 
closer  to  its  market,  why  can't  public  agencies 
become  more  "customer-driven"?  The  answer 
is... they  can.  As  Michael  Barzelay  of  Har- 
vard University's  John  F.  Kennedy  School  of 
Government  argues  in  his  new  book.  Brealnng 
Through  Bureaucracy,  public  agencies  need  not 
remain  mired  in  what  Barzelay  terms  a  "bu- 
reaucratic paradigm."  Government  needs  to 
reward  results  and  stop  rewarding  compliance 
with  nominal  rules.  Even  the  post  office,  to  its 
credit,  is  learning.  The  Postal  Service  has 
been  opening  user-friendly  retail  stores  that 
look  and  feel  like  places  where  you  go  to  shop 
for  services. 

It's  easy  to  be  too  harsh  on  the  Postal  Ser- 
vice, whose  fledgling  entrepreneurial  spirit  is 
compromised  by  its  unique  national  role  as 
courier  of  last  resort.  As  a  public  institution, 
the  Postal  Service  is  also  vulnerable  to  the  po- 
litical pressures  that  operate  in  a  democracy. 
Did  you  know,  for  example,  who  has  the  con- 
tract to  deliver  overnight  mail  for  the  U.  S. 
government?  Federal  Express,  that's  who.  The 
reason  is  that  FedEx  can  offer  volume  dis- 


counts to  large  customers— it  charges  U 
Sam  just  S3.75  per  overnight  letter— while 
U.  S.  Postal  Rate  Commission  requires 
Postal  Service  to  charge  all  customers 
same  flat  rate.  The  Postal  Service's  privj 
sector  competitors  regularly  intervene  in  f 
proceedings  to  lobby  for  keeping  that  nil 
I  hope  the  Postal  Service  reads  this 
umn  and  does  give  to  a  consenting  adult 
ient  the  right  to  trade  greater  conve 
for  slightly  increased  risk  of  loss.  Unlike 
of  my  conservative  friends,  however.  I 
conclude  from  my  encounter  with  ove 
mail  that  we  should  just  give  up  and 
everything  to  the  private  marketplace, 
elude  that  we  need  to  work  harder  U 
prove  government. 

dumb  rules.  A  competent,  customer 
public  sector  is  necessary,  partly  to  p 
services— and  partly  to  keep  the  private 
honest.  The  Postal  Service  is  far  from 
ca's  worst  bureaucracy.  As  any  doctor 
this  column  will  attest,  the  worst  bureau 
is  the  increasingly  rule-driven  private 
ranee  industry,  which  now  publishes  boo! 
thick  as  a  telephone  directory  telling  d 
which  procedures  they  may  use  and  at 
rate  of  reimbursement.  Patients  and  d 
alike  want  a  coherent,  simplified,  and  univ<? 
system  of  health  care  that  returns  clinica: 
cisions  to  medical  professionals.  But,  asj 
saving  goes,  if  the  government  can't  run: 
post  office,  how  can  it  run  a  national  htl 
system. 

Ev  en  liberals  get  exasperated  at  dumb 
lie  bureaucracies— yet  the  private  bureai 
cies  are  neither  as  efficient  nor  as  self-cl< 
ing  as  many  of  their  champions  insis 
government  is  to  exist  at  all.  we  have  no  : 
native  to  keep  making  it  work  better,  leai 
from  what  both  sectors  do  well.  The 
high-tech  revolution  that  is  finally  paving 
private-sector  productivity  (BW— June 
could  transform  the  efficiency  of  the  p 
sector. 

And  speaking  of  health  care,  here  is  oi 
nal  anecdote  from  the  front  lines  of  that  s 
gle.  My  friend  Sandra  Starr,  an  epidemiol 
at  the  Health  Research  &  Educational  Th 
New  Jersey,  noticed  that  hospitals  still 
out  birth  certificates  in  quadruplicate.  C 
are  then  sent  to  one  of  New  Jersey's  56' 
nicipal  registrars,  who  place  one  copy  u 
thick  binder  and  forward  another  to  the 
department  of  health  in  Trenton,  where  tl 
formation  is  finally  keyboarded  into  a  ce 
data  base.  Starr  suggested  that  a  worke 
ter  data  at  bedside,  using  a  handheld 
puter  linked  with  Trenton's  central  data 
She  got  the  idea  from  observing  FedEx. 
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ECONOMIC  V! 


You're  probably  pretty  comfortable 
with  the  spreadsheet  or  word  processing 
program  you're  using  now.  So  were  the 
|  former  Lotus "1-2-3  and 
WordPerfect"  users  you'll 
see  on  our  free  videotape, 
"The  Switch  Is  On." 
But  once  they  saw 
Free  Video.        how  much  more  they  could  do  with 
Microsoft  Excel  and  Word  for 
Windows"  they  made  the  switch. 
So  what  changed  their  minds? 

Possibly  the  fact  that  Microsoft 
Excel  makes  so  many  spreadsheet  tasks 
automatic.  Instant  formatting.  Summing 
up  columns  and  rows  of  numbers 
automatically.  With  Microsoft  Excel, 
it's  practically  automatic  everything. 


Or  maybe  it  was  the  fact  that 
Word  for  Windows  works  the  same 
wonders  with  your  most  common  word 
processing  tasks.  One  quick  step  adds 
automatic  bullets  or  format  options 
such  as  underlining,  bold,  and  italic  text. 

But  don't  take  our  word  for  it. 
Listen  to  people  who  have  switched. 

Ask  for  your  free  copy  today  and 
see  why  more  and  more  people  like 
you  are  switching  to  Microsoft  Excel 
and  Word  for  Windows. 


Call  now  for  your  FREE  video: 
(800)999-5505,  Dept.  KM  9. 
Offer  expires  August  15, 1993. 


Making  it  easier 


©1993  Microsoft  Corporation  All  rights  resorted  Pnnted  in  the  United  States  of  America.  Offer  good  onlv  in  the  SO  United  States.  In  the  50  United  States,  call  (800)  999-5505,  Dept  KM9. 
For  information  only  in  Canada,  call  1 800)  56  (-9048.  Outside  the  50  United  States  and  Canada,  call  1 206 )  936-866 1 .  Microsoft  is  a  regmeted  trademark  and  Windows  is  a 
trademark  of  Microsofr  Corporation.  Lotus  and  1-2-3  are  regjsrercd  trademarks  of  Lotus  Development  Corporation.  WordPerfect  is  a  tegistefed  rrademark  of  WordPerfect  Corporation. 


Rooney  is  a  collector.  Baseball 
is.  Comic  books.  Posters  from 
movies  that  his  mother  says  he's 
ung  to  see.  But  recently,  John's 
□llecting  something  a  little  more 
le.  As  a  part  of  a  town-wide  effort, 
dents  in  John's  class  have  banded 
sr  to  gather  more  old  cans  and 
than  any  other  school.  And  even 
i  there  are  no  prizes,  no  trophies, 
30ns  for  coming  in  first,  John  and 


wide  policy  of  making  environmental 
protection  at  our  local  manufacturing 
plants  an  imperative,  we  set  our  sights 
to  be  at  the  forefront  of  industrial 
recycling.  Last  year,  Canon  Virginia 
Inc.,  one  of  our  largest  office  equipment 
manufacturing  facilities,  won  the  Keep 
Virginia  Beautiful  Award  for  achievements 
in  making  ecology  an  integral  part  of 
their  manufacturing  process. 

This  is  only  a  portion  of  what  we're 


It  means  pulling  together. 


ids  have  made  a  commitment  to 
as  much  as  they  can.  Because  they 
lat  by  pulling  together,  they  can 
mge  the  world.  For  themselves, 
future  generations, 
anon,  we  believe  in  making  long 
nmitments  to  community  activi- 
1  we're  proud  to  be  a  sponsor 
:haritable,  cultural  and  environ- 
ents.  As  a  part  of  our  corporate- 


doing  on  a  local  level.  From  our 
sponsorship  of  youth  sports,  to  our 
continued  support  of  programs  to  aid 
those  who  are  physically  impaired,  we 
understand  that  corporations  and  local 
groups  need  to  pull  together  if  we're 
going  to  have  a  long  lasting  future. 
This  is  not  only  our  commitment  to  the 
future  of  our  company.  But  our  dream 
of  the  future  for  all  of  us. 


ie  the  Canon  Greater  Hartlord 
)lt  Tournament  June  24-27. 
it  on  CBS  (June  26-27). 
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conomic  Trends 
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AMERICAN  FACTORIES 

STILL  AREN'T 

IN  A  HIRING  MOOD 


At  least  on  the  surface,  the  Labor 
Dept."s  revision  of  payroll  employ- 
ment growth  over  the  past  year  appears 
surprisingly  good.  The  336.000  jobs 
added  to  original  job-gain  figures  be- 
tween March.  1992.  and  February.  1993. 
plus  hefty  increases  this  April  and  May. 
translate  into  1.52  million  net  jobs  gen- 
erated over  the  past  year. 

Economist  Lacy  H.  Hunt  of  HSBC 
Holdings  PLC  isn't  impressed  by  the  lat- 
est numbers,  however.  "The  devil  is  in 
the  details."  he  says,  "and  in  this  case  I 
think  the  details  show  more  weakness 
than  strength." 

Hunt  notes  that  some  85%  of  the  up- 
ward revision  reflects  a  change  in  the 
Labor  Dept."s  so-called  "bias  adjustment" 
for  jobs  created  by  business  startups 
that  are  too  new  to  be  picked  up  by 

MANUFACTURING  PAYROLLS 
SINK  TO  A  NEW  LOW 


79  81  83 
AttlUJONS  OF  JOBS 
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much  of  the  payroll  gains  over  the  past 
year  are  based  on  "a  fudge  factor  that  is 
an  educated  guess  at  best." 

More  important.  Hunt  points  out  that 
the  upward  re\isions  were  concentrated 
in  low-paying  industries  such  as  whole- 
sale and  retail  trade,  health  services, 
and  personal  and  business  services.  Em- 
ployment levels  in  the  higher-paying 
construction,  finance,  and  manufactur- 
ing sectors  were  actually  re\ised  down. 
Indeed,  the  number  of  factory  jobs  hit  a 
28-year  low  in  May. 

The  continuing  decline  in  manufac- 
turing employment  is  particularly  omi- 
nous. Hunt  believes,  because  this  is  the 
first  time  in  the  postwar  period  that  it 
has  failed  to  bounce  back  in  the  wake  of 


a  recession  (chart I.  Although  such  jobs 
account  for  only  some  20%  of  private- 
sector  payrolls,  their  influence  on  eco- 
nomic activity  is  pervasive. 

For  one  thing,  factory  workers  earn 
about  2:_  times  as  much  a  week  as 
lower-paid  retail  workers.  Moreover,  ac- 
cording to  a  recent  study  of  job-multi- 
plier effects  published  by  the  Economic 
Policy  Institute,  about  4.2  secondary 
jobs  are  associated  with  the  average 
manufacturing  job.  compared  with  fewer 
than  two  for  most  service-sector  jobs. 

In  Hunt's  view.  America's  economy 
cannot  achieve  long-run  prosperity  on 
the  basis  of  service  jobs  alone.  "Until 
factor)-  employment  strengthens  signifi- 
cantly." he  says,  "growth  will  remain 
disappointing." 


PUTTING  THE  BRAKES 
ON  WAGES 

—WORLDWIDE  

It  wasn't  too  long  ago  that  the  U.  S. 
led  the  industrial  world  in  wage  re- 
straint. Not  anymore.  Economist  Ed- 
ward S.  Hyman  of  International  Strate- 
gy &  Investment  Group  Inc.  points  out 
that  while  average  wage  gains  are  run- 
ning about  2.8ct  above  their  year-earlier 
level  in  the  U.  S..  at  last  count  they 
were  up  just  2.8%  in  Italy.  2.5cc  in  Cana- 
da. 2%  in  Australia,  and  less  than  1%  in 
Japan.  And  pay  hikes  have  been  slowing 
sharply  in  Britain.  France,  and  Germany 
as  well. 

Hyman  thinks  the  global  wage  slow- 
down, which  he  attributes  to  high  un- 
employment  and  "inexorable  competitive 
pressure  from  developing  economies." 
could  drive  U.  S.  inflation  and  bond 
vields  even  lower  in  the  months  ahead. 


A$l  COIN  COULD 
SAVE  UNCLE  SAM 
$400  MILLION  A  YEAR 

It  seems  almost  too  good  to  be  true. 
According  to  recent  studies  by  the 
General  Accounting  Office  and  the  Fed- 
eral Reserve,  the  government  could  cut 
the  deficit  by  S400  million  a  year— or 
•§12  billion  over  the  next  three  decades— 
simply  by  replacing  the  inflation-bat- 
tered dollar  bill  with  a  coin  of  equal 
value.  The  savings  would  come  in  good 
part  from  not  having  to  print  and  pro- 
cess paper  notes,  which  have  an  average 
life  of  less  than  18  months,  compared 
with  30  years  for  a  coin. 

The  idea  flopped  in  1979.  when  the 
government  introduced  a  Susan  B.  An- 
thony dollar  coin  that  people  confused 


with  a  quarter.  Moreover,  a  1990  I 
found  that  nearly  60%  of  Americans  ■ 
don't  favor  a  dollar  coin.  But  sfl 
changes  have  been  successfully  iml 
mented  by  almost  all  other  indnaa 
countries.  In  fact,  based  on  currentB 
change  rates,  coins  worth  from  SL4^ 
84  are  now  jingling  in  the  pocket 
the  buying  public  in  such  countrk 
Australia.  Britain.  France,  the  Net 
lands,  and  Spain.  * 

In  even-  case,  such  higher-value  i 
faced  initial  public  resistance  but  wo 
creasing  acceptance  as  the  notes  P 
replaced  were  removed  from  circuit 
Canada  introduced  a  dollar  coin  inj 
and  roughly  half  of  Canadians  now! 
the  move,  while  a  further  32%  feej 
tral  about  it.  The  GAO  thinks  a  J 
coin  could  fare  as  well  in  the  U. 
Congress  and  the  Treasury  really 
behind  the  conversion. 

Of  course,  that  would  mean  hi 
popular  resistance.  Given  the  cm 
hypersensitivity  of  Congress  an 
Administration  to  the  vagaries  of  a 
opinion,  that  doesn't  seem  likely.  B 
the  mood  changes  in  Washington, 
placing  the  aging  greenback  with  a 
dollar  coin  may  just  turn  out  to 
idea  whose  time  has  come. 


IF  RATES  START  RISING, 
STOCKS  MAY  JUST 
GET  A  SECOND  WIND 


Although  the  latest  round  of 
tion  numbers  is  reassuring,  n 
experts  think  both  inflation  and  inte 
rates  are  still  likely  to  trend  highe 
the  year  ahead.  Does  that  mean  I 
stock  prices,  which  have  been  powi 
by  falling  interest  rates  since  1989, 
headed  down? 

Not  in  the  opinion  of  economist  Jz) 
R.  Solloway  of  Argus  Research  Q 
Although  bull  stock  markets  are  ns« 
ignited  by  failing  rates  during  re 
sions  and  choked  off  by  high  rates 
tag  expansions,  he  points  out  that  st 
tend  to  keep  rising  for  a  long  rime  i 
interest  rates  start  to  climb.  Indeed 
analysis  of  past  stock  market  cyclej 
dicates  that  short-term  rates  1 
turned  up  11  times  during  bull  mar 
since  1954.  And  in  every  case  but 
stock  prices  continued  to  post  gain:  \ 
Eharing  those  10  episodes,  reports 
loway.  the  average  rise  in  interest  l  E 
before  the  bull  breathed  its  last  br  ■ 
was  nearly  2:;  percentage  points, 
the  average  increase  in  the  Standao 
Poor's  500-stock  index,  from  the 
short-term  rates  bottomed  out  unti 
ultimate  peak  in  stock  prices,  w 
nifty  27.5  %  over  a  16-month  span. 
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lb  get  your  corporate  discount, 
you  must  place  your  calls  from  here. 


AT&T 


Corporate 


836  000  6780  0345 


V.  BARR 

COMPANY  NAME 

International  Number 

891253  836  000  6780  3 


Airth.  Code 
50 


Get  the PS8S  Corporate  Calling  Card  now 
and  get  up  to  one  month  free  * 

:all  1  800  257-5809.  With  the  AT&T  Corporate  Calling  Card 
company  can  receive  discounts  on  calling  card  calls 
e  from  just  about  anywhere  in  the  world. 
Ve  offer  a  variety  of  competitive  savings  plans,  so  we  can 
mmend  the  one  that's  right  for  your  business. 


And  to  save  you  time,  we  can  custom  design  your  bill 
to  suit  your  company's  needs  with  AT&T  Card  EXECU-BILL"" 
Service.  We  also  have  an  enhanced  fraud  protection  system 
which  helps  identify  unauthorized  card  use  in  real  time, 
allowing  prompt  action  to  be  taken. 

When  overseas,  your  employees  have  an  easy  way  to  call 
back  to  the  U.S.  from  more  than  170  countries  and  locations. 

Sign  up  now  for  our  SelcctValueVM  Plan  and  your  company 
will  be  eligible  for  savings  of  up  to  18%.  As  a  new  customer, 
you  can  get  up  to  one  free  month  of  AT&T  Calling  Card 
charges.  See  details  below* 

Take  advantage  of  the  AT&T  Corporate  Calling  Card.  It  can 
make  a  world  of  difference  to  you.  Call  1 800  257-5809  or  your 
AT&T  Account  Executive. 

The  Best  in  the  Business." 


ig  tariff  effectiveness.  Discounts  apply  to  your  interstate  and  international  calling  card 
New  and  other  eligible  customers  who  subscribe  to  the  SelectValuc'  Plan  for  twelve 
s  will  receive  credits  in  7th  and  lMh  months  based  on  average  qualified  usage 
mm  credit  of  $50,000  Other  conditions  apply  Limited  time  for  free  month  offer 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


FLATION  IS  ABOUT  AS  REAL 
SPIELBERG'S  DINOSAURS 


he  inflation  numbers  for  the  first  four  months  of 
1993  resemble  the  computer-generated  dinosaurs 
roaming  around  Jurassic  Park:  huge  and  very  scary. 
)w  clear  that  the  celluloid  tyrannosaurs  and  winter 
jumps  have  something  else  in  common:  Both  are 
imaginary  than  real. 

contrast,  the  May  price  indexes  had  all  the  ferocity 
tarney  doll.  The  consumer  price  index  rose  a  scant 
and  the  producer  price  index  didn't  increase  at  all. 
inflation  measures  had  posted  steep  gains  in  April- 
tor  the  CPI  and  0.6%  for  the  ppi. 

But  it  was  not  just  the  April 
data  that  had  everyone  from  the 
bond  market  to  the  Federal  Re- 
serve running  for  cover.  Infla- 
tion during  the  first  four  months 
of  1993  had  jumped  to  4.3%,  at 
an  annual  rate,  from  2.9%  for  all 
of  1992.  Now,  CPI  inflation 
through  May  is  running  at  3.8%. 
For  the  full  year,  3%  still  looks 
like  a  good  bet. 

For  that  to  happen,  the  CPI 


NFLATION  IS 
ING  NOWHERE 


CONSUMER 


TOTAL 


1 1 1 1 1  in  1 1 1 1 1 1 1 1 1 1 1 1 1 1 
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IT  CHANGE  FROM  A  YEAR  AGO 
'EXCLUDES  FOOD  AND  ENERGY 
LABOR  DEPT.,  BUSINESS  WEEK 


ave  to  post  monthly  gains  averaging  0.2%  for  the 
f  the  year.  That's  certainly  possible,  since  most  of 
sar's  bad  inflation  news  is  probably  behind  us. 
/?  Because  for  three  years  running,  the  core  CPI— ex- 
l  energy  and  food— has  risen  faster  in  the  first  four 
s  of  the  year  than  in  the  final  eight.  That  suggests 
le  government's  seasonal  adjustments  are  not  fully 
•ing  seasonal  pricing  patterns. 


FED 


The  fact  is,  the  early-year  price  scare  did 
L  nothing  to  alter  the  annual  trend  of  infla- 

'  PUT  tion  (chart).  The  May  CPI  stood  3.2% 
HOW  ahead  of  its  year-ago  level,  not  much  dif- 
from  its  yearly  rate  of  May,  1992.  Yearly  core  infla- 
irough  May  is  running  at  3.5%,  down  from  last 
3.9%.  For  the  PPI,  core  inflation  is  now  1.7%.  Except 
emporary  blip  in  1985,  that's  the  lowest  since  1967. 
h  of  last  month's  moderation  in  consumer  prices 
from  a  slowdown  in  housing  costs  after  a  large 
n  April.  Also,  prices  for  apparel,  entertainment,  and 
ortation  fell  in  May— the  latter  reflecting  a  2.5% 
i  gasoline  prices.  All  that  more  than  offset  sharp 
ises  for  drugs  and  medical  equipment,  air  travel,  ed- 
l,  and  other  personal  services. 
May  price  data  remove  any  fears  that  a  tightening 
policy  is  imminent.  In  particular,  the  bond  market 


HOUSING  REBOUNDS 
FROM  WINTER  LOWS 
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▲  MILLIONS,  AT  ANNUAL  RATES 
DATA:  COMMERCE  DEPT. 


heaved  a  sigh  of  relief  after  the  numbers  came  out.  The 
yield  on  30-year  Treasury  bonds  dropped  to  6.82%  on 
June  15,  after  hovering  at  7%  just  two  weeks  earlier. 

The  Fed's  apparent  new  slant  toward  higher  short- 
term  interest  rates  means  that  the  central  bank  could  lift 
rates  whenever  policymakers  feel  such  action  is  warrant- 
ed. However,  the  May  numbers  strongly  suggest  that  in- 
flation is  unlikely  to  test  the  Fed's  resolve  anytime  soon— 
and  perhaps  not  for  months  to  come. 

None  of  the  fundamentals  driv- 
ing the  bright  outlook  for  infla- 
tion has  changed.  Both  demand 
and  cost  pressures  under  prices 
remain  largely  absent,  mainly  be- 
cause so  much  labor  and  produc- 
tive capacity  remains  underuti- 
lized—both in  the  U.  S.  and 
around  the  world. 

Basically,  this  moderately 
growing  economy  cannot  support 
bronto-size  price  increases.  To  be 
sure,  the  U.  S.  is  on  track  to  grow  by  about  3%  for  the 
rest  of  1993,  indicated  most  recently  by  the  trends  in 
retail  sales  and  housing  starts  (chart).  But  because  that 
solid  pace  is  coming  after  years  of  subpar  growth,  the 
economy  has  a  lot  of  room  to  expand  before  it  bumps  up 
against  any  constraints  that  might  fuel  price  hikes. 

WINTER  The  latest  evidence:  Industrial  production 
STORMS  in  American  factories,  mines,  and  utilities 
BLEW  OFF  continued  to  rise  only  moderately  in  May. 
ORDERS  Output  rose  0.2%,  the  same  advance  as  in 
April.  Manufacturing  output  alone  also  increased  by  0.2% 
in  May,  after  a  0.5%  gain  the  month  before. 

So  far  in  the  second  quarter,  factory  production  is  ris- 
ing at  a  healthy  3.4%  annual  rate  from  the  first  quarter. 
However,  that  pace  masks  two  divergent  patterns.  Output 
of  business  equipment,  up  at  a  7.2%  rate  so  far  this  quar- 
ter, has  accounted  for  most  of  the  strength. 

On  the  other  hand,  production  of  consumer  goods  has 
barely  grown.  Output  levels  of  automobiles  and  light 
trucks  were  especially  weak  in  May,  dropping  4.8%  and 
4.3%  respectively  from  April  levels. 

Right  now,  manufacturers  of  consumer  goods  are  suffer- 
ing from  a  temporary  slowdown  in  ordering.  The  sudden 
drop-off  in  consumer  demand  because  of  the  winter  storms 
caused  a  backup  in  retail  inventories  that  stores  had  to 
work  down. 

By  April,  though,  that  adjustment  seemed  largely  com- 
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81  6 

DATA:  FEDERAL  RESERVE 


plete.  Business  inventories  in  manufacturing,  wholesal- 
ing, and  retailing  rose  only  0.1%  that  month,  following  a 
0.6%  jump  in  March.  In  particular,  retail-stock  levels  rose 
by  0.3%  in  April,  following  1.3%  surges  in  both  February 
and  March.  The  slowdown  in  inventory  growth  clears 
the  way  for  further  output  gains  this  summer. 

However,  factory  operating 
rates  remain  relatively  low.  Man- 
ufacturing utilized  80.8%  of  its 
production  capacity  in  May,  un- 
changed from  April.  That  rate 
remains  below  the  levels  histori- 
cally associated  with  conditions 
that  accompany  a  broad  acceler- 
ation in  goods  prices. 

Even  in  industries  that  are  op- 
erating at  relatively  high  rates  of 
capacity  utilization,  there  are  still 
no  signs  of  price  pressures.  In  May,  operating  rates  in  tex- 
tiles, aluminum,  paper,  petroleum,  lumber,  and  machinery 
including  computers  each  topped  85%  (table).  However,  ex- 
cept for  lumber  and  oil,  May  producer  prices  in  these  in- 
dustries were  below  their  year-ago  levels. 

HEW  HESTS  Even  as  inflation  remains  tame,  the  latest 
ARE  data  on  housing  and  retail  sales  show  that 

BEIHG  consumers  are  willing  and  able  to  keep 

FEATHERED  ^e  economy  from  falling  back  into  the 
tar  pits  of  recession.  Housing  starts  increased  2.4%  in 
May,  to  an  annual  rate  of  1.24  million.  In  addition,  the 
April  starts  number  was  revised  higher.  These  gains 
mean  that  starts  are  running  at  an  annual  rate  of  27% 
above  their  first-quarter  average. 

The  spring  jump  in  homebuilding  isn't  surprising.  Sales 
of  new  single-family  homes  had  surged  22.7%  in  April, 
pushing  the  inventory  of  unsold  new  homes  to  a  22-year 
low.  Clearly,  to  meet  growing  demand,  builders  had  to 
start  pouring  foundations  and  squaring  walls. 


A  STEADY  UPTREHD 
IH  STORE  RECEIPTS 


Buyers  are  reentering  the  housing  market  becau;i 
mortgage  rates  remain  favorable,  while  jobs  and  incon 
growth  are  beginning  to  show  more  life.  This  combinatic, 
augurs  well  for  builders  and  housing-related  industries  ; 
the  months  to  come,  especially  if  the  better  inflation  ou, 
look  pushes  mortgage  rates  even  lower.  In  particula 
demand  for  home-related  goods  will  bounce  back  as  horn' 
owners  start  to  furnish  their  new  digs. 

That's  why  retailers  should  enjoy  a  fairly  busy  summe 
In  May,  store  sales  edged  up  by  0.1%,  on  top  of  a  shar 
1.5%  advance  in  April  (chart).  The  April  gain,  which  w;| 
revised  from  a  1.2%  increase,  shows  that  merchandise! 
have  more  than  recouped  the  sales  lost  during  the  winte 
when  retailers  failed  to  post  an  increase  in  any  of  tfj 
three  months  during  the  first  quarter. 

Already  in  the  second  quar- 
ter, however,  inflation-adjusted 
sales  volume  is  up  at  an  annual 
rate  of  about  2%.  And  the  news 
for  June  is  encouraging  as  well. 
Sales  of  U.  S.-made  vehicles 
stood  at  an  annual  rate  of  12  mil- 
lion for  the  first  10  days  of  the 
month,  not  far  off  their  very 
strong  12.1  million  pace  for  all 
of  May. 

So  with  shoppers  clearing  out 
the  winter  buildup  of  inventories,  retailers  will  have  1 
start  ordering  new  merchandise,  and  factories  will  have  « 
gear  up  output  and  expand  payrolls.  But  because  of  co; 
tinued  slack  in  the  labor  markets  and  the  absence  of  pr] 
duction  bottlenecks,  the  increase  in  economic  activil 
won't  generate  much  in  the  way  of  price  pressures1 
probably  until  1994. 

Sometime  between  now  and  then,  the  Fed  will  fe 
compelled  to  head  off  those  pressures.  The  central  bar 
knows  that,  unlike  the  dinosaurs,  inflation  isn't  extinc 
But  right  now,  it  isn't  roaming  free,  either. 


MAY  '92 
A  BILLIONS  Of  DOLLARS 

DATA:  COMMERCE  DEPT. 
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THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Monday,  June  21,  2  p.m. 
The  federal  government  will  likely  re- 
port a  budget  deficit  of  $38  billion  in 
May,  says  the  median  forecast  of  econo- 
mists surveyed  by  MMS  International,  a 
unit  of  McGraw-Hill  Inc.  Washington 
posted  a  larger  shortfall  in  May,  1992: 
$46.8  billion.  But  this  year,  stronger  in- 
come tax  receipts  from  both  individuals 
and  corporations  and  the  absence  of 
funding  for  the  Resolution  Trust  Corp. 
are  helping  to  lower  the  U.  S.  deficit. 

DURABLE  GOODS  ORDERS  

Wednesday,  June  23,  8:30  cum. 

New  orders  taken  by  durable  goods 

manufacturers  probably  increased  by 


1.2%  in  May.  New  orders  have  fallen  in 
three  of  the  past  four  months,  including 
a  0.3%  slip  in  April.  Those  declines  re- 
flect the  ongoing  cuts  in  military  pur- 
chases and  weakness  in  commercial-air- 
craft demand,  as  well  as  a  buildup  of 
retail  inventories.  Now,  however,  stores 
have  whittled  down  their  stock  levels 
and  are  probably  starting  to  order  more 
goods  again. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  June  24,  8:30  a.m. 
New  filings  for  state  unemployment  in- 
surance benefits  are  likely  to  total  about 
340,000  for  the  week  ended  June  19, 
down  slightly  from  their  345,000  pace 
in  the  first  week  of  June.  Despite  in- 
creased hiring  in  April  and  May,  the 


number  of  people  filing  for  jobless  benr 
fits  remains  relatively  high.  In  particular 
laid-off  factory  workers  continue  to  f?: 
the  unemployment  lines. 

PERSOHAL  INCOME  

Thursday,  June  24,  10  cum. 
Personal  income  probably  rose  by  0.7' 
in  May,  project  the  MMS  economist' 
That  healthy  gain  is  indicated  by  tHi 
increases  in  both  nonfarm  payrolls  ar 
average  weekly  earnings.  Household  i: 
come  was  flat  in  April  because  of  a  fa 
off  in  government  subsidies  paid  1 
farmers.  Consumer  spending  in  Ms 
probably  rose  by  0.3%,  after  a  1%  jurr 
in  April.  The  smaller  May  increase  I 
suggested  by  the  0.1%  advance  in  rets! 
sales  for  the  month. 
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I  s  the  smartest  thing  vou  can 
un  on  intelligent  workstations 
lurrent—  OfficeVision™  from 
BM  Programming  Systems. 
;eeps  your  workstations  in 
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an  take  his  office  with  him. 
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Maximizing  your  investment,  Current-OfficeVision 
provides  a  common  interface  across  I  BM  s 
OfficeVision  servers:  MVS,  VM  and  AS/400."  What  s 
more,  it  has  IBM's  unmatched  service  and  support. 

Call  1  800  IBM-6676,ext.  692  for  more 
Current-OfficeVision  information,  or  to  have  an 
I  BM  representative  contact  you.  In  Canada,  call 
1  800  465-1234,  ext.  380. 

Once  you  see  the  advantages  of  going  Current, 
everything  else  will  be  history. 
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LEGAL  AFFAIRS  I 


JUNE  2ft 


0  MUCH  FOR 
MAKING  NICE 

DUPONT  SETTLED  FUNGICIDE  CLAIMS,  THEN  STOPPED.  THAT  MAY  COST  IT  DEARU 


When  nursery  owners  who  used 
the  DuPont  Co.  fungicide 
Benlate  DF  started  finding 
their  flowers  and  shrubs  stunted  and 
discolored  a  few  years  ago,  DuPont  ex- 
ecutives took  the  high  road.  Rather  than 
fight  an  expected  trickle  of  complaints, 
they  paid  growers'  claims.  The  goodwill 
gained  would  be  worth  it,  they  figured, 
if  only  to  preserve  the  company's  stellar 
reputation  in  agricultural  chemicals,  a 
market  DuPont  dominates  in  the  U.  S. 
Indeed,  Chairman  Edgar  S.  Woolard 
Jr.'s  long-term  game  plan  called  for  the 
$1.8  billion  business  to  be  an  engine  for 
DuPont  growth. 

Today,  DuPont  may  regret  that  deci- 
sion. Without  admitting  liability,  it  has 
paid  $500  million  so  far  to  settle  claims 
by  2,000  farmers.  The  payments  re- 
quired $350  million  in  write-offs,  cutting 
the  company's  net  income  by  7.5%  in 
1991  and  8.3%  in  1992.  Then,  last  fall, 
DuPont  stopped  writing  checks,  insisting 
that  its  scientists,  in  a  year-long,  $12 
million  effort,  had  found  that  Benlate  DF 
was  not  at  fault.  Without  other  options, 
growers  in  40  states  quickly  filed  nearly 
500  lawsuits  that  could  cause  DuPont's 
liability  to  skyrocket.  The  first  case,  set 
for  trial  in  Columbus,  Ga.,  on  July  6, 
claims  $148  million  in  punitive  and  actual 
damages  for  four  growers.  Woolard  in- 
sists that  DuPont  will  prevail.  "We're 
anxious  to  go  before  a  jury,"  he  declared 
at  a  June  16  news  conference. 
tarnished.  If  the  chairman  is  wrong, 
the  impact  on  DuPont  could  be  enor- 
mous. Benlate  DF  has  cast  a  pall  over 
the  company's  agricultural  business,  tar- 
nishing its  reputation  with  farmers.  The 
case  also,  threatens  DuPont's  $100  mil- 
lion in  annual  sales  of  powdered  Benlate, 
a  predecessor  of  DF  that's  still  on  the 
market.  DuPont's  credibility  with  the 
Environmental  Protection  Agency, 
meanwhile,  is  badly  strained.  Regulators 
in  the  important  farming  states  of  Flori- 
da and  Hawaii  are  furious — as  are  some 
DuPont  insurers.  Exel  Ltd.  and  Ace  In- 
surance, both  of  Bermuda,  are  refusing 
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to  reimburse  the  company  for  $105  mil- 
lion in  growers'  claims. 

Beyond  that,  Benlate's  troubles  could 
damage  Woolard,  who  has  put  his  credi- 
bility on  the  line  in  defending  DF.  In  an 
interview  on  June  16,  he  noted  that  he 
has  personally  monitored  the  Benlate 
problem  since  it  began  in  1989  (table). 
The  chairman  has  already  lost  one  show- 
down: In  mid-May,  despite  Woolard's 
testimony  to  the  contrary,  U.  S.  District 
Court  Judge  J.  Robert  Elliott  in  Colum- 
bus ruled  that  DuPont  had  withheld  key 


all 


documents  from  plaintiff's  lawyers, 
judge  threatened  to  fine  the  company  jj 
million  unless  it  moved  faster.  Dul 
says  it  is  cooperating  fully. 

DF  could  become  a  classic  example  in; 
product-liability  strategy  gone  sour, 
deed,  Woolard  says,  "a  policy  that 
hoped  might  set  a  new  standard  for 
sponsiveness  and  corporate  reponsib  f|i 
has  ended  in  an  assault"  on  DuP< 
Most  DuPont  ag  executives  decline  ^ 
discuss  how  that  happened.  But  the 
a  wealth  of  detail  in  internal  compa 


filed  with  suits  around  the  coun- 
intiffs'  lawyers  plan  to  use  these 
nts,  and  hundreds  of  hours  of 
ons,  to  sketch  out  what  they  see 
iPont  cover-up.  "We've  been  call- 
enlategate,"  says  Miami  attorney 
'.  Vendittelli,  who  represents  sev- 
jrida  nurseries.  DuPont  officials 
deny  a  cover-up,  arguing"  that 
over  three  million  documents  is 
rently  slow  process,  and  counter 
3ir  studies  prove  Benlate  is  safe, 
r  factory.  DuPont  had  sold  pow- 
ienlate  since  1970  with  few  prob- 
hen,  in  1987,  it  rolled  out  a  granu- 
•sion,  DF.  Memos  filed  in  the 
s  show  that  when  Midwest  grow- 
an  complaining  about  DF  in  May, 
uPont  officials  blamed  an  Arkan- 
mical  plant  where  contractor  Ter- 
'national  Inc.  turned  the  DuPont 
il  benomyl  into  Benlate. 
.  had  been  a  problem  for  a  while, 
retired  DuPont  ag  products  exec- 
'heodore  N.  Kirchner,  warned  his 
ues  in  September,  1988,  that 
ceeping"  at  the  contractor  was 
control,"  raising  a  risk  that  other 
ils — such  as  the  herbicide  atra- 


zine — could  contaminate 
Benlate  DF.  A  Terra  at- 
torney concedes  there 
were  problems.  And, 
without  admitting  or  de- 
nying guilt,  Terra  later 
acceded  to  a  $97,200 
EPA  fine  for  distributing 
contaminated  DF.  The 
Terra  attorney  says  the 
company's  operations 
now  are  clean. 

In  August,  1989,  sus- 
pecting atrazine  con- 
tamination, DuPont  re- 
called the  batches  of 
Benlate  DF  Terra  made.  As  claims 
climbed  toward  $65  million,  DuPont  per- 
suaded Terra  and  the  contractor's  insur- 
ers to  pay  up.  Just  a  month  later,  Du- 
Pont scientists  told  the  EPA  in  a  letter 
that  amounts  of  the  herbicide  found  in 
DF  couldn't  have  caused  the  damage 
growers  alleged.  But  Terra  says  in  a 
lawsuit  seeking  return  of  its  $65  million 
that  DuPont  never  told  it  about  that 
finding.  DuPont  has  countersued,  claim- 
ing that  Terra  is  bound  to  pay  damages 
by  the  terms  of  its  production  contract. 


DUPONT'S  WOOL ARD  INSISTS 
BENLATE  DF  WAS  SAFE 


DUPONT'S  BENLATE 
TROUBLES  WON'T  WITHER 

DuPont 's  problems  with  Benlate  DF  be- 
gan in  May,  1989,  when  growers  com- 
plained that  the  fungicide  damaged  crops. 
By  March,  1991,  DuPont  ordered  a  full  re- 
call of  Benlate  DF  and  continued  paying 
claims  while  denying  liability .  Here's  what 
happened  next: 


SEPTEMBER,  1991 


DuPont  scientists 
say  Benlate  can  be 
damaging  even  when  used  properly.  Du- 
Pont says  they  were  theorizing. 


DuPont  halts  pay- 
ments to  settle  Ben- 
late claims  from  growers. 


NOVEMBER,  1992 


APRIL,  1993 


The  U.S.  District  Court 
in  Columbus,  Ga.,  threat- 
ens to  fine  DuPont  $500,000  for  with- 
holding Benlate  documents. 

DuPont  CEO  Edgar  Wool- 
ard  denies  withholding  ev- 
idence. Unconvinced,  the  court  doubles 
the  potential  fine. 


JUNE.  1993 


The  Florida  Agriculture 
Commissioner  charges 
that  DuPont  has  long  known  of  Benlate's 
problems.  DuPont  denies  the  charge. 
Dupont  now  faces  nearly  500  Benlate-re- 
lated  lawsuits. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


But  the  contamina- 
tion question  so  ob- 
sessed executives  that 
some  complained  of  be- 
ing distracted.  Ronald 
A.  Hamlen,  a  scientist 
who  helped  register 
chemicals  with  the  EPA, 
told  colleagues  in  an 
August,  1990,  memo: 
"The  thought  of  what 
we  aren't  doing  while 
we  are  drowning  in  this 
issue  scares  the  hell  out 
of  me."  Woolard  de- 
clined on  June  16  to  dis- 
cuss specific  memos.  He  added  that,  tak- 
en separately,  they  don't  tell  the  full 
story  of  DuPont's  inquiry. 
recurrent  nightmare.  In  early  1991,  as 
more  farmers  claimed  damage,  DuPont 
again  found  traces  of  atrazine  in  Ben- 
late. In  March,  the  company  recalled  DF 
for  good.  On  March  28,  the  EPA  fined 
DuPont  $1.3  million  for  the  1988-89  atra- 
zine contamination,  a  penalty  DuPont  is 
still  contesting.  By  the  middle  of  that 
year,  the  worries  inside  DuPont  were 
mounting.  In  May,  agriculture  products 
executive  Kent  M.  Reasons  visited  sales- 
people in  Florida  and  reported  to  his  col- 
leagues a  list  of  complaints  about  Du- 
Pont's handling  of  DF.  "We  have  the 
obligation  to  clean  up  the  mess  and  al- 
low people  to  get  on  with  their  lives  and 
businesses,"  Reasons  told  them. 

Some  DuPont  lawyers,  meanwhile, 
were  worrying  about  the  company's  le- 
gal exposure.  One  outside  counsel, 
Thomas  M.  Burke,  wrote  to  an  in-house 
lawyer  in  September,  1991:  "It  is  a  much 
better  litigation  position  to  state  that  we 
have  looked,  are  looking,  and  will  contin- 
ue to  look  but  have  had  no  success,  leav- 
ing the  issue  unresolved,  than  it  is  to 
have  to  admit  that  we  have  isolated  the 
mechanism  of  injury."  He  urged  that  a 
"broad,  basic  science  search"  be  contin- 
ued, but  warned  that  finding  a  cause  for 
alleged  Benlate  DF  damage  would  help 
make  a  plaintiff's  case.  Burke  declines 
to  comment  on  his  memo.  A  DuPont 
spokeswoman  says  that  Burke  was  only 
addressing  the  company's  dealings  with 
insurers. 

In  fact,  DuPont  scientists  and  outside 
researchers  kept  looking.  Some  memos 
suggest  that  at  times  some  DuPont  sci- 
entists thought  they  had  the  answer.  In 
a  September,  1991,  memo,  researcher  Mi- 
chael J.  Duffy  summarized  the  findings 
of  an  internal  team  that  DF  could  cause 
crop  problems  even  when  used  properly. 
Among  other  things,  he  said  manufac- 
turing problems  could  boost  the  amount 
of  DF's  active  ingredient  above  amounts 
listed  on  the  label.  Now,  DuPont  says, 
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B-;MIATE  DF  HAS  HURT  OUPONT'S  STELLAR 
REPUTATION  IN  AGRICULTURAL  PRODUCTS 


such  "theorizing"  hasn't  proved  out. 

In  fact,  some  plaintiffs  contend  that 
DF  by  itself  may  not  have  caused  prob- 
lems. Based  on  evidence  they  won't  yet 
divulge,  lawyers  in  the  Georgia  case 
think  the  product  was  contaminated  by  a 
weed-killer,  sulfonylurea.  DuPont  makes 
that  chemical  in  the  same  plant  in  Belle, 
W.  Va.,  that  produces  benomyl,  the  ac- 
tive ingredient  in  both  types  of  Benlate. 
"Sulfonylurea  is  a  significant  cause  of 
the  problem,"  claims  Atlanta  attorney  C. 
Neal  Pope,  who  represents  the  four- 
growers  in  the  Columbus  case.  DuPont 
emphatically  denies  this. 

Whatever  caused  the  damage,  DuPont 
faces  a  tough  go  in  Georgia.  Besides 
railing  against  DuPont  for  being  so  slow 
to  turn  over  documents,  Judge  Ellington 
on  June  11  raised  the  stakes  higher.  He 
told  DuPont  he  might  personally  enter  a 
verdict  against  it  on  some  claims,  rather 
than  leave  the  decision  to  a  jury. 
no  show?  DuPont  also  may  get 
roughed  up  in  Florida.  The  state's  agri- 
culture commissioner,  Bob  Crawford, 
said  in  early  June  that  documents  he's 
seen  prove  that  DuPont  knew  of  DF's 
problems  early  on.  He  has  subpoenaed 
Woolard  to  testify  about  what  DuPont 
knew,  and  when.  Woolard,  saying  Craw- 
ford is  "playing  politics,"  says  he  won't 
appear. 

It's  unclear  whether  the  courts  will 
ever  uncover  what  caused  so  much  crop 
damage.  The  public  evidence  so  far  is 
inconclusive.  On  June  16,  in  fact,  Wool- 
ard challenged  plaintiffs  to  have  original 
lots  of  Benlate  DF  tested  on  their  plants 
in  university  labs  and  offered  to  pay  for 
past  crop  damage  if  the  chemical  proves 
harmful— as  long  as  they  agree  to  drop 
their  suits  if  there's  no  damage.  DuPont 
Agricultural  Products  Vice-President 
William  F.  Kirk  has  said  that  "no  other 
corporation  has  been  so  forthcoming  and 
responsible."  He'll  find  out  soon  enough 
whether  juries  agree. 

By  Joseph  Weber  in  Wilmington,  Dei, 
with  Gail  DeGeorge  in  Miami  and  Mary 
Beth  Regan  in  Washington 


THE  COURT  I 


RUTH  BADER  GINSBURG:  'SO 
PRINCIPLED,  SHE'S  UNPREDICTABLE' 


The  centrist  high  court  nominee  isn't  bad  news  for  business 


R; 
c 


,uth  Bader  Ginsburg  is  no  Earl 
Warren.  And  for  that,  business 
kcan  be  grateful. 
For  three  months,  President  Clinton 
hunted  for  a  U.  S.  Supreme  Court  nomi- 
nee modeled  on  the  late  Chief  Justice 
and  California  governor — a  bold  politi- 
cian who  could  muster  a  bloc  to  counter 
the  court's  conservatives.  But  when  he 
nominated  Ginsburg  on  June  14  to  suc- 
ceed retiring  Justice  Byron  R.  White, 
Clinton  got  a  detail-oriented  professional 
whose  rulings  as  a  judge  on  the  District 
of  Columbia  Court  of  Appeals  reveal  nei- 
ther a  conservative  ideologue  nor  a  wild- 
eyed  radical.  "She  harbors  no  animosity 
toward  Corporate  America,"  says  Wash- 
ington lawyer  Bruce  Ennis. 

That's  welcome  news  to  business, 
which  has  yet  to  get  a 
fix  on  the  real  Bill  Clin- 
ton, a  would-be  moder- 
ate who  does  not  shy 
from  business-bashing. 
But  whether  Ginsburg's 
meticulous  manner  will 
translate  into  a  record 
on  the  high  court  that 
business  can  bank  on  is 
unclear.  The  60-year-old 
Ginsburg  is  "so  princi- 
pled, she's  unpredict- 
able," says  Washington 
lawyer  Timothy  B.  Dyk. 

Indeed,  Ginsburg  fre- 
quently has  parted 
ways  with  fellow  Carter 
appointees  to  side  with 
conservatives.  In  a  con- 
tentious case  decided  in 
1987,  for  instance,  Gins- 
burg voted  with  the  ap- 
pellate court's  conserva- 
tive bloc,  led  by  Judge 
Robert  H.  Bork,  to  dis- 
allow a  utility  rate  in- 
crease over  a  vigorous  dissent  by  Judge 
Abner  J.  Mikva  and  the  other  liberals. 
And  last  year,  she  voted  to  strike  down 
Washington's  minority-contracting  pro- 
grani  because  it  didn't  follow  a  Supreme 
Court  ruling  that  before  cities  can  set 
aside  contracts  for  minorities,  officials 
must  first  establish  that  a  pattern  of 
discrimination  exists. 

Then  again,  Ginsburg  doesn't  mind 
leaning  to  the  left.  She  has  teamed  up 
with  liberals  to  back  decisions  in  cases 


Ginsburg  is  pals  with 
Justice  Scalia,  sharing 
his  passion  for  opera 


supporting  environmental  cleanup  ti 
civil  rights,  for  instance.  And  it  i|n 
issues  relating  to  women's  rights  I 
Ginsburg  has  left  the  clearest  inkling 
her  philosophical  bent.  A  pioneer  lit 
tor  in  the  field,  she  successfully  arge 
five  Supreme  Court  cases  for  the  An 
can  Civil  Liberties  Union  that  expan 
constitutional  protections  for  women 
1973,  for  example,  as  a  Columbia  Uni  r 
sity  law  professor,  she  won  a  ruling  n 
says  the  military  must  provide  the  s: 
benefits  for  husbands  of  female  emp 
ees  that  it  offers  to  wives  of  servicen 
Yet,  even  in  this  area,  she  has  pai 
ways  with  some  women's  groups  by  it 
icizing  Roe  vs.  Wade,  the  controverai 
1973  ruling  that  legalized  abortion.  Gb 
burg  finds  fault  with  the  broad  It  i 
basis  of  the  ruling 
has  been  consistei'y 
categorized    as  n 
choice. 

OPERA  BUFF.  A  will. 

ness  to  favor  princlt 
over  politics  could  Hp 
Ginsburg  bridge  gos 
between  warring  I 
tions  on  the  high  colt. 
Her  preference 
strong  majority  on- 
ions should  also  b  j 
blessing  to  a  court  i 
is  producing  a  lag 
number  of  splinter 
decisions.  Some  obsfv-i 
ers,  including  lawjrs 
for  business,  fear  s& 
rulings  lack  the  autfl 
ity  to  guide  low 
courts. 

In  the  end,  it  wl 
hurt  that  GinsburgM 
ready  has  some  pr| 
powerful  friends  onl 
court.  She  is  pals  *1 


Justice  Antonin  Scalia,  with  whom  1 
shares  a  passion  for  opera,  and 
passed  many  clerks  on  to  Justice  Sair; 
Day  O'Connor.  While  Ginsburg  may 
be  the  "home  run"  appointment  that 
Clinton  once  promised,  an  easy  poli  a 
win  might  be  just  what  the  Presil 
needs  right  now — not  to  mention  a  s| 
addition  to  a  court  that  lately  has  1 
better  known  for  its  personality  sql 
bles  than  its  jurisprudence. 

By  Catherine  Yang  in  Washing 
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Commentary/by  Howard  Gleckman 


SUDDENLY,  THE  RAH-RAH  PRESIDENT 


|or  his  first  five  months  in  office, 
|  President  Clinton  seemed  to  think 

that  the  secret  to  muscling  his 
lomic  plan  through  Congress  lay  in 
•mouthing  the  economy.  As  he 
ggled  to  save  his  misbegotten  stim- 

package,  he  warned  repeatedly 

the  nation  was  threatened  by  a 
)less  recovery."  The  strategy 
ed  the  President  and  his  allies  to 

a  dark  cloud  around  every  silver 

I 

ist  days  after  Clinton  took  office, 
instance,  the  La- 

Dept.  reported 

the  economy  had 
luced  106,000  new 

in  January,  the 
ngest  showing 
s  July,  1992.  Pret- 
ood,  right?  Not  if 
were  a  Clintonite. 
President  took  to 
airwaves  on  Feb. 
fret:  "Our  econo- 
is  still  not  produc- 
enough  jobs."  In 
ruary,  employ- 
t  was  up  by 
)00.  Clinton's  re- 
ise?  "We  certainly 
tot  declare  victory 
."  And  Adminis- 
on  officials  were 
k  to  see  March's 
ther-wracked  de- 

of  22,000  jobs  as 
ma!  that  the  econ- 

was  back  on  the 
<.  of  recession. 
eat.  That  was  then.  Now,  Clinton 
nging  a  very  different  tune.  He 
ly  seems  to  recognize  that  it's  his 
omy,  and  he  may  as  well  claim 
it  for  the  good  news — even  though 
policies  may  have  little  to  do  with 
improvement.  So,  at  his  June  15 
s  conference,  Clinton  bragged 
it  low  interest  rates,  low  inflation, 
a  shrinking  trade  deficit — and  took 
it  for  755,000  new  jobs  this  year. 
:he  same  day,  in  a  speech  to  the 
rican  Trucking  Assns.,  Treasury 
etary  Lloyd  M.  Bentsen,  who  had 
tly  pushed  econo-optimism  for 
ths,  pointed  to  big  sales  increases 
lew  houses  and  cars,  noting:  "The 
dying  fundamentals  are  good  for 
iconomy." 

inton's  upbeat  tone  marked  his 
age  from  econo-pessimist  to  cheer- 
ir.  Some  observers  give  new  me- 


diameister  David  R.  Gergen,  who 
learned  happy  talk  at  the  knee  of  Ron- 
ald Reagan,  credit  for  the  shift.  But 
circumstances  have  changed,  too.  The 
Clintonites  have  shifted  their  focus 
from  stimulus  to  deficit-reduction — and 
that  makes  it  a  lot  easier  to  talk  up  the 
economy.  Administration  talking  heads 
point  to  low  interest  rates — 30-year 
bonds  are  yielding  about  6.8% — and 
warn  Congress  that  backsliding  on  the 
deficit  may  jeopardize  cheap  money. 
That  argument  may  have  helped  get 


Happy  Days:  Clinton  is  taking  a  cue  from  FDR  and 
Reagan.  He's  claiming  credit  for  the  modest  recovery 
and  telling  voters  there's  more  where  that  came  from 


the  deficit  package  over  one  big  hur- 
dle: squabbling  Senate  Finance  Com- 
mittee Democrats,  who  agreed  to  a  tax 
and  spending  package  that  includes  a 
4<t-a-gallon  fuel  tax  on  June  16. 

The  new  emphasis  offers  two  other 
potential  benefits.  The  first  is  econom- 
ic: Go-go  talk  from  the  President  could 
become  a  self-fulfilling  prophecy. 
Gloomy  Americans  have  begun  buying 
again — auto  sales  are  surging — but 
consumers  still  haven't  fully  shaken 
off  the  malaise  of  the  past  few  years. 
While  White  House  pep  talks  don't  al- 
ways help,  Clinton  wasn't  bolstering 
consumer  confidence  by  endlessly  tell- 
ing the  public  that  things  were  worse 
than  they  seemed. 

The  second  potential  payoff  is  politi- 
cal. Congressional  Republicans  would 
like  to  stonewall  Clinton's  deficit-reduc- 
tion plan,  which  includes  more  than 


$200  billion  in  tax  hikes.  But  they  are 
increasingly  worried  about  being  la- 
beled obstructionists.  If  the  economy  is 
indeed  strengthening,  Clinton  and  con- 
gressional Democratic  candidates  will 
take  credit  for  any  recovery.  And  the 
GOP,  whose  reputation  as  the  party 
best  able  to  deal  with  the  economy  was 
badly  tarnished  during  the  Bush  years, 
will  suffer  another  blow.  Clinton's 
newfound  optimism  may  plant  nagging 
doubts  in  GOP  minds.  A  handful  of  Re- 
publicans might  decide  that  the  way  to 
bask  in  the  economy's 
glow  is  to  back  the 
Clinton  program. 
bitter  pill.  Clinton 
runs  a  risk,  though. 
He'll  need  public  sup- 
port for  the  spending 
cuts  and  tax  increases 
in  his  deficit-reduction 
plan.  If  he  sounds  too 
boosterish,  voters' 
willingness  to  sacri- 
fice may  wane.  "Un- 
less people  believe  the 
problem  is  severe, 
they  are  less  likely  to 
take  the  painful  medi- 
cine," says  Democrat- 
ic pollster  Geoff 
Garin.  "The  fine  line 
Clinton  is  walking  is 
making  people  retain 
that  urgency  and  at 
the  same  time  feel 
better  about  the  econ- 
omy." 
So  the  President's 
new  message  is  one  that  mixes  short- 
term  optimism  with  continued  warn- 
ings about  the  future.  He  is,  for  the 
first  time,  taking  a  page  from  Franklin 
Roosevelt  and  Reagan:  He's  claiming 
credit  for  the  modest  economic  recov- 
ery and  trying  to  convince  voters  that 
they  will  see  greater  improvement  as 
long  as  they  stick  with  him. 

Clinton,  whose  moods  are  as  change- 
able as  the  weather,  may  not  stick  with 
his  new  rhetoric  for  long.  And  he  still 
has  a  long  way  to  go  before  he  can 
really  sell  the  idea  that  the  past  few 
months  of  economic  growth  are  his  do- 
ing. But  for  now,  at  least,  he  seems  to 
have  figured  out  that  there's  a  parade 
under  way.  And  the  best  place  for  the 
President  to  be  is  at  its  head. 

Howard  Gleckman  follows  economic 
policy  from  Washington. 
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DEFENSE  I 


COMMERCE  SECRETARY  BROWN  HOBNOBBED  WITH  ARMS  EXECS  AT  THE  PARIS  AIR  SHOW 


MEET  BILL  CLINTON, 
ARMS  MERCHANT 


After  a  nervous  spell,  the  weapons  industry  returns  to  business  as  usual 


A collective  shudder  ran  through 
the  defense  industry  when  Bill 
Clinton  won  the  Presidential 
election.  Many  of  his  national  security 
appointments  were  old  hands  from  the 
Carter  Administration,  a  moralistic 
bunch  who  frowned  on  overseas  weap- 
ons sales.  But  five  months  into  his  new 
Presidency,  it's  clear  that  Clinton  wants 
to  help,  not  hinder,  defense  exporters. 

Driven  by  a  desire  to  boost  U.  S.  com- 
petitiveness and  to  cushion  job  losses  in 
the  defense  sector,  top  Clintonites  from 
Secretary  of  State  Warren  M.  Christo- 
pher on  down  have  backed  continued 
sales  of  conventional  weapons  to  U.S. 
allies.  The  most  visible  sign  yet:  Com- 
merce Secretary  Ronald  H.  Brown  hob- 
nobbing at  the  June  11- 
20  Paris  Air  Show. 
"Clinton  realizes  these 
exports  create  jobs," 
says  Brian  H.  Rowe, 
president  of  General 
Electric  Co.'s  aircraft 
engine  unit.  Indeed, 
weapons  merchants  are 
becoming  increasingly 
dependent  on  overseas 
markets.  Without  ex- 
ports, production  of 
GE's  F-110  engine  and 
General  Dynamics 
Corp.'s  M-l  Abrams 
tank  would  probably 
end,  for  instance. 


Despite  the  big  export  push,  overseas 
sales  are  starting  to  slow.  Saudi  Arabia 
and  Kuwait  have  their  hands  full — and 
their  wallets  depleted — taking  delivery 
of  billions  of  dollars'  worth  of  already 
ordered  U.  S.  tanks,  fighter  jets,  and  Pa- 
triot missiles.  Taiwan,  another  big  buy- 
er, may  take  a  breather  after  coughing 
up  $5.8  billion  for  150  Lockheed  F-16 
fighters  and  $2.6  billion  for  French  Mi- 
rage jets. 

The  overseas  backlog  was  a  big  rea- 
son the  biennial  Paris  aerospace  confab 
was  so  low-key.  Cost-conscious  compa- 
nies reduced  their  attendance  at  the  in- 
dustry extravaganza,  and  buffets  re- 
placed waiter  service  at  some  corporate 
receptions.  AlliedSignal  Aerospace  sent 


WHO'S  BROWSING  THE 
U.S.  DEFENSE  SUPERMARKET 


SWITZERLAND  Plans  to  buy  34  McDonnell  Douglas  F/A-l  8s  for  $1 .7  billion 
MALAYSIA  Wants  18  F/A-l 8s,  which  will  cost  more  than  $1  billion 
ISRAEL  Is  shopping  for  $2  bill  ion  in  F/ A- 1 8s  or  Lockheed  F- 1 6  fighters 
KUWAIT  In  January,  bought  218  General  Dynamics  M1A2  tanks  valued  at  $4 
billion;  wants  20  F/A-l 8s  and  up  to  24  Apache  helicopters 
SINGAPORE  I  s  eyeing  25  General  Electric  engines,  worth  $70  million,  to  power 
an  expected  order  of  F-16s 

FRANCE  Is  buying  four  Grumman  E-2C  carrier  surveillance  planes  worth  more 
than  $500  million,-  Indonesia,  Korea,  Thailand,  and  Turkey  also  want  the  planes 
AUSTRALIA  Is  buying  $500  million  worth  of  antisubmarine  systems  from  Martin 
Marietta 


DATA:  BUSINESS  WEEK 


42  employees,  down  from  170  in  1)1 
Martin  Marietta  Corp.  didn't  show  ail 
With  budgets  curbing  military  devm 
ment,  the  only  demonstration  flightl 
new  aircraft  were  of  Airbus  Industl 
A330  passenger  planes.  "For  a  guy  1 
likes  airplanes,  there's  no  sexual  si 
faction  in  watching  a  commercial  airS 
fly  over,"  GE's  Rowe  says. 

Things  could  be  worse.  "The  Eum 
ans  are  in  much  more  desperate  stfl 
than  we  are,"  says  Joel  Johnson,  ip 
national  vice-president  of  the  U.  S.  M 
space  Industries  Assn.  Hobbleow 
smaller  markets,  European  arms  maH 
can't  match  U.  S.  development  spen<B 
That  allowed  U.  S.  companies  to  beaffl 
European  competitors  on  their  HI 
turf.  McDonnell  Douglas  Corp.,  fofi 
stance,  is  selling  Finland  F/A-18s  tA 
place  Russian  and  Swedish  fighS 
while  Switzerland  will  buy  F/A-18p 
replace  some  aging  French  warplai 
Grumman  Corp.,  with  no  European  an 
petitors  for  its  E-2C  carrier-based  ■ 
veillance  aircraft,  will  sell  four  on 
planes  to  France.  And  the  Russiatm 
big  presence  at  the  Paris  show,  I 
doubts  about  their  ability  to  service* 
equipment  they  are  so  eager  to  selB. 
dismayed  doves.  To  bolster  tl 
hands,  the  Americans  are  taking  acpr 
tage  of  orders  for  upgrades — newtt 
siles,  avionics,  and  radar — that  cam; 
tend  the  life  of  aging  airframes.  % 
cost  of  airframes  has  gotten  so  highis 
people  try  to  squeeze  more  life  oim 
them  by  upgrading,"  says  Wil» 
Benso,  president  of  Martin  Marli 
Overseas  Corp.  Martin  is  pitching; 
Lantirn  night-navigation  system  frM; 
16s  in  several  European  air  forces.  Ji 
Hughes  Aircraft  Co.  will  have  plena 
work  supplying  the  radar  and  the  jf . 
erick,  Sidewinder,  and  Sparrow  mi»- 
that  the  Saudi  F-15s  will  carry.  Iniet 
Hughes's  military  exports  swellefc 
$1.5  billion  in  the  past  two  yearftij 
from  $1  billion  in  the  decade  before!) 
The  pro-industry  tilt  of  the  first  If 
ocratic  Administer, 
in  12  years  is  dismal 
arms-control  advoal 
who  want  the  U.  ■•• 
forgo  some  overa 
sales  to  set  an  exail 
But  with  Clintori- 
cused  on  the  dorr! 
economy,  the  thousl 
of  jobs  at  stafcl 
places  such  as  vot«|  , 
California  are  pr<in 
more  important  14 
pleasing  peaceniks,^ 
By  Amy  Borrvm 
Washington  and  St¥^ 
Toy  in  Paris,  withM 
Schine  in  Los  AngeiA 
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H CARE  I 


ID  NOW, 

DNOLITH  HOSPITAL 


snt  combinations  may  be  a  harbinger  of  a  massive  consolidation 


Ipstart  Columbia  Hospital  Corp. 
bolts  from  nowhere  into  a  $4  bil- 
lion merger  with  Humana  Corp. 
)ff  Galen  Health  Care  Inc.  Sudden- 
tiere's  a  $5  billion  goliath  on  the 
tal  scene,  operating  99  hospitals 
more  than  22,000  beds.  Only  a  four- 
tal  chain  four  years  ago,  Columbia 
»w  dead-even  with  current  leader 
Hospital  Corp.  of  America, 
tail  wonder  the  June 
inouncement  won  big 
lines.  But  those  who 
d  brush  aside  the 
profile  union  as  a  one- 
tind  throwback  to  the 
eldy  hospital  conglom- 
s  of  the  1980s  miss 
arger  forces  nourish- 
lolumbia's  growth  and 
iping  the  health-care 
scape.  Fort  Worth- 
i  Columbia,  led  by 
?r  Richard  L.  Scott 
:o-founded  by  Richard 
linwater,  onetime  ad- 
to  the  Bass  family,  is 
j  a  wave  of  pressure 
laintain  health-care 
ty   while  lowering 
Rainwater  calls  it 
Wal-Mart  approach  to 
l  care."  Like  that  re- 
g  giant,  Columbia 
ises  to  take  its  effi- 
i  religion  to  15  new 
3ts  served  by  Galen, 
•t  W.  O'Leary,  CEO  of 
;hain  American  Medi- 
oldings  Inc.,  calls  the 
'a  wake-up  call.  This 
industry  that's  going 
through  very  signifi- 
:onsolidation." 
IT.  The  Clinton  Ad- 
tration's  health-care 
aul,  if  enacted  next 
likely  will  power  a  new  wave  of 
;rs  and  closures.  But  the  drive  to 
5  the  nation's  glut  of  hospital  beds 
feed  out  inefficient  players  is  al- 
well  underway.  Cost-conscious 
'S  are  pushing  hospitals  and  doc- 
cross  the  country  into  cost-cutting 
:es,  from  outright  mergers  to  in- 
1  collaborations  aimed  at  sharing 
sive  technology  and  even  mundane 
:es,  such  as  laundry  facilities, 
e  D.  Pillari,  president  of  research 
ICIA  Inc.  in  Baltimore,  estimates 


that  the  number  of  community  hospitals 
has  dropped  by  more  than  9%  since  1980 
(chart).  But  with  declining  admissions 
and  shorter  hospital  stays — thanks  part- 
ly to  technology — the  median  occupancy 
rate  has  held  steady  at  49%  since  1987. 
"You  could  probably  close  one-third  of 
all  hospitals  nationwide  and  no  one 
would  know  they  were  gone,"  says  Dud- 
ley E.  Morris,  managing  partner  of  the 


Still,  some  argue  the  merger  may  lead  to 
higher  costs  as  HealthSpan  steps  up 
spending  on  new  technology. 

For  now,  though,  such  warnings  seem 
to  pale  in  the  face  of  the  nation's  desire 
to  cut  medical  costs,  which  have  been 
rising  by  more  than  11%  annually  and 
showed  a  hefty  0.8%  increase  in  May. 
Many  are  convinced  that  hospital  re- 
structurings must  be  part  of  the  solu- 
tion, since  hospitals  account  for  more 
than  38%  of  health-care  expenditures. 
The  White  House  task  force  on  health- 
care reform  is  even  considering  lifting 
certain  antitrust  restrictions  to  smooth 
mergers  and  collaboration,  in  response 
to  industry  complaints  that  federal  regu- 
lators are  chilling  such  deals  with  murky 
guidelines  and  sluggish  reviews. 

Not  that  the  medical  world  of  the  fu- 


RADICAL  SURGERY: 
HOSPITALS  DOWNSIZE 


Chicago  office  of  consultants  apm  Inc. 

It  may  well  happen.  Some  critics  fear 
a  big  shake-out  that  would  limit  consum- 
er choice  and  raise  costs  as  hospital 
groups  wield  more  power.  Minnesota 
sued  to  prevent  the  merger  last  October 
of  two  of  Minneapolis'  largest  hospital 
groups  to  create  HealthSpan  Inc.  The 
state  settled  when  the  company,  with 
27%  of  the  metropolitan  hospital  market, 
agreed  to  roll  back  patient  charges  to 
1991  levels,  plus  inflation,  and  to  cut 
patient  billings  by  $12  million  in  1994. 


ture  will  be  dominated  by  national  pow- 
erhouses on  the  scale  of  the  Columbia- 
Galen  marriage.  In  its  scope,  most  likely, 
the  merger  is  something  of  an  aberra- 
tion. Instead,  most  health-care  experts 
expect  a  rise  in  the  number  of  local  or 
regional  networks  of  hospitals  and  doc- 
tors. In  the  1980s,  such  giants  as  Hospi- 
tal Corp.  of  America,  American  Medical, 
and  Humana  stumbled  for  a  variety  of 
reasons  as  they  tried  to  create  national 
hospital  conglomerates.  But  health-care 
purchasing  remains  a  distinctly  local  de- 
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cision.  "We  haven't  yet  seen  a  hospital 
provider  that's  both  regional  and  nation- 
al in  scope  that  consistently  has  the  best 
track  record  in  every  local  community," 
says  Chip  Sharkey,  senior  vice-president 
of  national  marketing  for  Cigna  Employ- 
ee Benefits  Cos. 

Take  American  Medical.  After  painful 
downsizing  and  a  change  of  manage- 
ment, the  35-hospital  chain  is  back  on 
the  acquisition  trail  primarily  in  the  14 
states  where  its  business  is  now  concen- 
trated, says  CEO  O'Leary.  Nine  months 
ago,  its  hospital  in  Tarzana,  Calif., 
merged  with  a  HealthTrust  Inc.  hospital 
only  two  miles  away  in  Encino.  Ameri- 
can Medical  subsequently  scotched  plans 
to  build  a  $1.1  million  catheterization  lab 
at  its  Tarzana  hospital  because  Encino 
already  had  a  high-quality  facility.  For 
the  first  five  months  of  the  year,  costs 
at  Tarzana  are  down  10.27'  per  admis- 
sion from  the  same  period  in  1992. 
big  gains.  A  combined  Columbia-Galen, 
to  be  called  Columbia  Healthcare  Corp., 
aims  to  have  the  best  of  both  worlds — 
strong  networks  of  health  services  in 
local  markets  and  national  clout.  With 
Galen,  Columbia  gets  an  entree  into  new 
metropolitan  markets.  It  can  boost  effi- 
ciency in  the  four  markets  where  the 
networks  overlap,  and  the  combined 
company  could  save  S30  million  annually 
in  administrative  costs. 

But  to  reap  bigger  rewards,  Columbia 
must  acquire  other  hospitals  in  the  same 
cities,  so  that  it  can  cut  excess  capacity 
and  increase  volume  to  cover  fixed  costs. 
Moreover,  the  company  typically  at- 
tempts to  dominate  local  markets  by  de- 
veloping or  acquiring  a  broad  range  of 
health-care  services,  such  as  outpatient 
diagnostic  centers  and  home  care. 

It  has  aggressively  pursued  that  ap- 
proach in  Miami,  where  it  started  in  1988 
with  the  purchase  of  nearly  bankrupt 
Victoria  Hospital.  By  the  end  of  1989, 
Victoria  was  in  the  black  and  boasted  a 
new  urgent-care  center,  in-house  dialy- 
sis, and  lithotripter  for  breaking  up  kid- 
ney stones.  But  early  this  year,  to  the 
dismay  of  some  of  its  doctors,  Columbia 
consolidated  Victoria  with  nearby  Ce- 
dars Medical  Center.  "Columbia  is  tak- 
ing marginally  performing  hospitals  and 
making  them  viable,"  says  Fred  Fetters, 
Cedars'  chief  financial  officer. 

Certainly,  the  strategy  has  worked  for 
investors.  Rainwater,  for  one,  has 
turned  a  $125,000  investment  in  Colum- 
bia into  a  stake  worth  $89  million.  In- 
deed, a  tidy  profit  may  be  a  good  argu- 
ment for  hospital  consolidation.  The 
question:  Will  doctors,  patients,  and 
those  who  pay  the  bills  do  as  well? 

By  Wendy  Zellner  in  Dallas,  with  Mike 
McNamee  in  Washington,  David  Greising 
in  Chicago  and  bureau  reports 


RESTRUCTURINGS  I 


WHY  KODAK'S  DAZZLING  SPIN-OFF 
DIDN'T  BEDAZZLE 


Divorcing  the  $3.9  billion  chemical  arm  won't  alleviate  many  problem 


Only  on  Wall  Street  could  the 
birth  of  a  company  worth  $3.5 
billion  be  greeted  with  such  un- 
bridled indifference.  On  June  15,  East- 
man Kodak  Co.  announced  that  it  would 
spin  off  its  giant  chemical  arm  to  share- 
holders, creating  an  entity  with  18,500 
employees  and  sales  of  $3.9  billion.  In- 
vestors merely  yawned:  Kodak  shares, 
which  had  risen  in  anticipation  of  a  ma- 
jor event,  fell  1%,  to  52%  that  day,  part- 
ly on  the  realization  that  the  spin-off 


WHITMORE:  A  RESTRUCTURING  PLAN  IS  DUE  IN  SEPTEMBER 


would  neither  cut  Kodak's  debt  ratio  nor 
enhance  earnings.  "I  view  it  as  a  small 
step,"  says  Eugene  G.  Glazer,  analyst  at 
Dean  Witter  Reynolds.  "It  doesn't  do 
much  for  shareholder  value." 

So  why  did  Kodak  bother?  One  possi- 
ble motive:  to  ease  the  intense  pressure 
on  Chairman  Kay  R.  Whitmore.  Under 
fire  from  investors  and  his  own  board 
for  Kodak's  lackluster  performance, 
Whitmore  has  promised  to  deliver  a  com- 
prehensive restructuring  plan  by  Sep- 
tember. But  the  long  wait  has  left  inves- 
tors edgy,  and  the  resignation  of  Chief 
Financial  Officer  Christopher  J.  Steffen 
in  late  April  did  little  to  promote  confi- 
dence. "This  was  designed  to  relieve  the 
pressure,"  says  a  source  close  to  Kodak. 
"It's  more  of  a  PR  response,  a  demon- 
stration that  they're  willing  to  manage 
the  company  differently." 

The  real  test  of  Whitmore's  mettle 


will  come  with  the  September  plan, 
needs  to  address  two  crucial  issues:  ( 
cutting  and  long-term  strategy.  In  Ji 
ary,  Whitmore  conceded  that  photo 
phy  was  a  mature  market.  C< 
September,  he's  likely  to  shrink  the  c 
pany  to  fit  the  diminished  expectati 
That  could  result  in  more  layoffs, 
search  cuts,  and  other  restructu: 
moves.  The  big  question,  analysts  sa; 
just  how  deeply  Whitmore  will 
"Spinning  out  chemicals  is  easy.  Cut 
10,000  people  is  a  lot  h 
er,"  says  B.  Alex  Hen 
son,  analyst  at  Prudei 
Securities  Inc. 

SUBTLE  IMPACT.  Just  as 

portant,  Whitmore  need: 
refine  Kodak's  fuzzy  str 
gy.  Insiders  say  its  Ster 
Winthrop  Inc.  unit  is  unl 
ly  to  be  sold  immediat 
since  it  has  several  proi 
ing  medicines  that  are  tl 
to  five  years  away  from 
market.  As  for  the  ailing 
formation  group,  wl 
makes  copiers,  Whitm 
says  it's  in  the  midst  c 
turnaround.  But  one  for 
insider  believes  Kodak  i 
decide  to  form  a  joint  1 
ture  with  a  bigger  rival. 

Whitmore  concedes 
Eastman  Chemical  Co.  s 
off  will  have  onlv  a  su 


financial  impact  on  Kodak.  When  sm 
off  at  yearend,  the  operation  will  tM 
with  it  about  $2  billion  of  Kodak's  M 
billion  in  debt — but  also  a  fifth  of  jsi 
sales.  Still,  Whitmore,  argues,  the  dfl 
will  allow  both  companies  to  focus  betjra 
on  their  core  businesses. 

Some  investors  seem  content  with  tltt 
rationale,  for  now.  Even  as  Whitmpr 
was  announcing  the  big  Eastman  sm 
off,  though,  others  were  focusing  onhr 
other  bit  of  news  released  the  same  dta 
Sales  for  Kodak's  film  products  wra 
down  sharply  in  May,  partly  becaS 
cheaper  private-label  film  continuesifc 
grab  U.  S.  market  share.  That  reayl 
sends  a  more  potent  message  than  eft. 
a  $3.5  billion  spin-off:  Kodak  urgeijvj! 
needs  to  fix  its  core  business.  In  tire' 
months,  investors  can  decide  if  Hj 
Whitmore  has  figured  out  how. 

By  Mark  Maremont  in  New  I f 
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ewlett-Packard  computer  systems 
Iped  Spalding's  worldwide  revenue  grow 
times  faster  than  the  industry  average. 


"Our HP 3000s  have  taken  the 
worry  out  of  daily  operations  and 
future  growth.  They  leave  us  free  to 
concentrate  on  customer  service." 


'-  Bard  White,  Spalding's  CI(  I  and 
Wen  Idvviilr  Director  of  MIS 


.instead  of  investing  in  main- 
frames, Spalding  looked  for  a 
better  way  to  manage  its  growing 
business.  Away  that  would  make 
the  115-year-old  sporting  goods 
company  more  r  esponsive  to  cus- 
tomer demands  around  the  world 
and  save  money  at  the  same  time. 

So  HP  developed  a  net  worked 
solution  built  around  powerful 
HP  3000  Business  Systems  in  a 
dozen  data  centers  and  distribution 
hubs  worldwide.  This  gives  Spali  ling 
instant  global  access  to  management 
inf(  urination,  helping  them  react  quickly 
to  changing  consumer  needs,  and 
deliver  products  faster. 

To  learn  more,  call  1-800-637-7740,  Ext. 
7458  for  our  free  video,  Strategic 
(  mil  pitting,  starring  some  on- 
he-ball  business  leaders.  It 
shows  why  you  might  want 
to  rethink  your  company's 
game  plan. 

Think  again. 


HEWLETT 
PACKARD 


'1993  Hewlett-Packard  Company  CSY9306 


New  York-based 
Andrea  crack 
this  potentially 
huge  market? 


ANDREA  MAY  BE  TRADING 
ON  SOUND  AND  FURY  ALONE 


The  company's  stock  is  hot,  but  what  about  its  pay-phone  noise-buster? 


Until  recently,  it  was  an  unknown 
company  operating  in  an  unas- 
suming corner  of  Long  Island 
City,  N.  Y.  It  claimed  to  have  a  new, 
esoteric  technology  but  wouldn't  reveal 
the  names  of  any  customers.  Not  much 
to  go  on.  But  in  the  past  six  weeks,  that 
has  been  enough  to  make  Andrea  Elec- 
tronics Corp.  the  hottest,  most  volatile 
issue  on  the  American  Stock  Exchange. 

Last  November,  at  a  trade  show  of 
companies  that  operate  pay  phones,  An- 
drea unveiled  its  Active  Noise  Cancella- 
tion kit,  a  device  for  reducing  back- 
ground noise  during  telephone  calls.  In 
the  months  since,  speculation  sent  the 
company's  shares  from  4  to  near  50 
(chart).  Even  a  5-for-l  stock  split — or- 
dered in  late  May  by  Amex  in  an  at- 
tempt to  improve  liquidity — and  a  rare 
Amex  ban  on  margin  trading  have  done 
little  to  blunt  dramatic  ups  and  downs  in 
the  tiny  company's  stock. 
'tulip  mania'?  Baffled  by  the  stock's 
flamboyant  performance,  the  Securities 
&  Exchange  Commission  has  launched 
an  "informal  inquiry"  into  Andrea, 
which  hasn't  turned  a  profit  since  1989. 
The  company's  June  10  announcement  of 
the  probe  sent  Andrea  shares  down  407' 
over  two  days,  to  30.  Sure  enough, 
though,  they  had  bounced  back  to  46 xh 
by  June  16.  The  sec  has  declined  to  com- 
ment on  its  investigation. 
What  gives  at  Andrea?  No  one  at  the 


struggling  defense  electronics  contrac- 
tor— not  Chief  Executive  Frank  A.  D. 
Andrea  Jr.,  66,  nor  his  two  sons,  co- 
presidents  John,  35,  and  Douglas,  30 — 
will  say  a  word.  Others  are  less  re- 
served: "Either  this  is  a  gold  mine  or  it's 
tulip  mania,"  says  Frederick  R.  Kobrick, 
portfolio  manager  of  State  Street  Re- 
search Capital  Fund  in  Boston.  "And  so 
far,  it  smells  like  tulips  to  me." 

Whatever  it  is,  Andrea's  stock  may- 
hem reflects  the  explosive  attraction  of 
the  technology  the  company  is  promis- 
ing. Electronics  makers  such  as  Noise 
Cancellation  Technology  Inc.  in  Stam- 
ford, Conn.,  and  Active  Noise  &  Vibra- 
tion Technologies  Inc.  in  Phoenix  are 
pushing  to  develop  commercial  and  in- 
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dustrial  products  that  reduce  the  effes" 
of  ambient  noise  and  vibration,  whh 
wear  down  equipment  ;n 
can  cause  hearing  loss,  i 
Andrea  claims  its  gizn 
advances  existing  techil- 
ogy  by  precisely  sorting  »- 
sired  sound  waves  frl 
those  corrupting  the  ha 
phone  signal.  The  techJ 
ogy  may  work — but  sol 
don't  believe  that  tiny  Jg 
drea  will  be  the  one  to  cnjo 
the  potentially  huge  mark 


Last  year,  the  company  lost  $690,000s 
sales  of  $3.3  million,  selling  mainly  inl 
communications  equipment  to  militj 
and  commercial  aviation  compani,. 
"Maybe  they've  found  a  clever  schel 
or  something,"  muses  Bill  Schwebera 
marketing  engineer  for  Analog  Devis 
Inc.,  a  Norwood  (Mass.)  maker  of  e 
digital  signal-processing  chips  used  y 
Ndi.se  Cancellation  Technology.  "Th;s 
possible.  It's  also  possible  to  fly." 
NO  real  PROOF.  Over  the  past  fv 
years,  Frank  Andrea,  Jr.,  an  electri! 
engineer,  has  been  pushing  to  divers  y 
the  business  founded  by  his  fathern 
1934  as  a  maker  of  commerical  racs 
and  later  televisions.  With  the  help  i 
his  two  sons — John,  a  former  investm.t 
banker,  and  Douglas,  an  industrial 
signer — Andrea  has  intensified  the  co 
pany's  efforts  to  enter  the  so-called  di 
tal  signal-processing  market. 

Whether  Andrea's  technology  £ 
enough  of  a  breakthrough  to  justify  (■ 
huge  runup  in  its  stock  price  is  doubt  1 
however.  The  same  day  the  company 
vealed  the  SEC's  inquiry,  it  announce'!' 
was  discussing  a  sale  of  the  technolo 
to  an  unnamed  telecommunications  c> 
tomer.  But  in  the  end,  says  Jeffrey  It 
let,  portfolio  manager  of  the  Pacific  ') 
rizon  Aggressive  Growth  Fund  in  % 
Diego,  Calif.,  "There  is  no  real  concn 
measure  of  the  company's  product  or1; 
potential  revenues." 

For  now,  Wall  Street's  expectati  I 
remain  high.  Soon,  however,  pay-ph  • 
execs  will  be  clamoring  for  real-wo 
proof — a  demonstration,  say,  at  Gr;< 
Central  Terminal  during  rush  hour,  la 
Mac  McCrossen,  vice-president  for  ojt 
ations  of  Amtel  Communications  I 
the  nation's  seventh-largest  vendor » 
pay  phones.  He  says  he  could  see  insl 
ing  the  noise-busters  on  about  a  qua) 
of  the  company's  4,000  phones.  But 
adds:  "Anybody  can  set  up  a  demo  £ 
trade  show.  Before  I  order,  I  want 
physically  verify  that  it  works  in 
field."  There's  no  word  on  when  t 
might  happen,  or  whether  Andrea's  r 
ity  has  anything  to  do  with  invest* 
dreams. 

By  Royi  Stodghill  II  in  New  1 
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Don't  get  too  comfortable  with  your 
company's  retirement  plans.  Whether  you 
run  the  company  or  run  the  plans,  you've 
got  to  keep  a  steady  eye  on  risk.  Or  regret  it 
more  each  year. 

Unrealistic  thinking  about  longevity 
risk,  inflation  risk,  early  or  late  retirement 
risk  —  it  can  poison  employee  relations, 
threaten  your  balance  sheet,  your  survival. 

Putting  risk  in  employee  hands 
won't  take  it  all  off  yours.  Education,  infor- 


mation, and  investment  choices  are  all  still 
largely  up  to  you. 

Managing  the  risks  of  retirement  is 
the  single-minded  business  of  Bankers  Trust 
Retirement  Services.  We  look  risk  straight 
in  the  eye  —  all  of  it.  Then  deliver  the  plan- 
ning and  products  that  will  manage  your 
risk  for  years  to  come. 

To  learn  more,  call  Rich  Marin  at 
(212)  454-1613.  You  can't  avoid  risk  by 
turning  your  back  to  it. 


0  Bankers  Trust  Retirement  Services 


DEALS I 


A  COMPULSIVE  BUYER 
— OR  A  MASTER  BUILDER? 


Phil  Frost  adds  Johnson  Products  to  Ivax'  diverse  stable  of  companies 


Veterinary  products,  industrial 
chemicals,  pharmaceuticals  for 
everything  from  hypertension  to 
Alzheimer's  disease,  and  now,  Johnson 
Products  Co.  Will  the  combination  pro- 
duce the  "world  class  health-care  prod- 
ucts company"  that  Ivax  Corp.'s  chair- 
man promises? 

Since  1987,  dermatologist  Dr.  Philip 
Frost  has  cobbled  together  more  than  15 
acquisitions,  boosting  sales  of  his  Miami- 
based  Ivax  by  250%,  to  $451  million.  The 
latest  addition:  Johnson  Products,  a 
maker  of  personal-care  products  for  Af- 
rican Americans,  which  Ivax  said  on 
June  14  it  would  buy  in  a  stock  deal 
valued  at  up  to  $73  million.  Shares  of 
Johnson  Products  surged  $5%,  to  $24%, 
on  the  announcement. 

It's  not  clear  whether  the  rapidity  and 
diversity  of  acquisitions  reflects  Frost's 
love  of  the  deal  or  a  more  coherent  strat- 
egy. As  recently  as  June  7,  Ivax  put  up 
$58  million  to  acquire  an  Elf  Aquitaine 
chemical  subsidiary.  The  Johnson  acqui- 
sition prompted  one  former  short  seller 
to  chide:  "Phil's  a  deal-a-week  man." 

Certainly,  though,  the  dealmaking  has 
brought  results:  Ivax'  net  income  last 
year  reached  $44.6  million,  up  from  a 
1988  loss  of  $3  million.  And  Frost  says 
the  strategy  is  clear  enough:  Build  the 
core  pharmaceutical  business  by  selling 
generic  pharmaceuticals,  making  hard- 
to-copy  generics  from  products  coming 
off  patent,  and  developing  proprietary 
products.  Meanwhile,  his  aim  is  to  turn 
the  four  ancillary  businesses — medical 
diagnostics,  skin  care  and  cosmetics, 
chemicals,  and  veterinary  products — into 
at  least  $100  million-a-year  units. 
NATURAL  TIE-INS.  Originally,  Ivax  ac- 
quired those  businesses  as  cash  genera- 
tors and  financial  chess  pieces  that  could 
be  sold  or  spun  off  if  the  pharmaceutical 
company  needed  capital.  "I  like  to  have 
a  lot  of  options,"  Frost  says  of  the  diver- 
sification. Now,  he  says  the  core  unit  is 
generating  enough  cash  to  sustain  its 
growth  and  investment  needs — thanks 
mostly  to  the  success  of  the  first  generic 
version  of  the  hypertension  drug  verapa- 
mil SR. 

That  means  more  capital  for  acquisi- 
tions of  companies  such  as  Johnson 
Products.  Since  1990,  Johnson  has  re- 
bounded from  years  of  profit  stagnation 
with  cost-cutting  and  agressive  market- 


ing. Sales  have  grown  at  a  12.6%  com- 
pound annual  rate  since  1989.  Pretax 
earnings  before  extraordinary  items  to- 
taled $5.7  million  last  year,  from  a  $2.5 
million  loss  in  1988.  But  extending  its 
growth  with  aggressive  marketing  takes 
cash.  "It's  difficult,  to  say  the  least,  as  a 
$42  million  company  to  make  big  invest- 
ments on  a  global  basis,"  says  Johnson's 
Chief  Financial  Officer  Thomas  P.  Polke. 

Ivax,  for  its  part,  sees  natural  tie-ins 
between  Johnson  and  its  Flori-Roberts 


traded  at  29  times  earnings  of  the  pJ 
ous  12  months;  Johnson's  price-earnM 
ratio  after  the  announced  bid  was  9 
12.4.  The  result,  he  says,  is  a  conglom 
ate  with  an  artificially  inflated  sft 
price.  And  with  other  drugmakers  b« 
to  develop  their  own  generic  version 
verapamil  SR,  and  other  proprieff 
products  years  away  from  possible! 
proval,  the  outlook  doesn't  suppoi 
market  capitalization  of  $1.7  billion.  I 

SHREWD   BUSINESSMAN.    Frost  defll 

such  criticism  in  his  typical  soft-spq 
style.  He  contends  that  there's  plent 
Ivax'  drug-development  pipeline, 
notes,  moreover,  that  many  big-nB 
pharmaceutical  companies  have  prl 
able  ancillary  business.  "None  of  thB 
for  the  purpose  of  building  the  sm 
price,"  he  says.  "We're  busy  buili 
the  company." 
Frost  has  done  it  before.  The  dot! 


A  HUNGER 
FOR  DEALS 


DECEMBER,  1987  Ivax  is  formei 
by  three  companies  acquired  b  I 
Chairman  Phillip  Frost,  a  Fioridi 
dermatologist 


DECEMBER,  1990  Acquires  Har 
Pharmaceuticals,  a  British  mak< 
of  generic  drugs,  for  $73  millioi 


DECEMBER,  1991  Buys  Goldlin^/ 
a  generic-drug  distributor,  for 
$46.2  million 


JULY,  1992  Pays  $20  million  to 
Flori-Roberts,  No.  1  company  iifllil 
cosmetics  for  black  women 


SEPTEMBER,  1992  Pays  $21  mi 
lion  for  LuChem  Pharmaceutica 


NOVEMBER,  1992  Acquires  Me  ft? 
deva's  Kerfoot  generic-drug  dh 
sion  for  $36.8  million 


JUNE,  1993  Announces  deal  to 
buy  Johnson  Products  for  $73 
million  in  stock 


DATA:  COMPANY  REPORTS 


Inc.  unit,  a  maker  of  cosmetics  for  black 
women.  Johnson,  moreover,  has  unused 
manufacturing  capacity,  and  Frost  sees 
Johnson  and  Flori  as  additional  outlets 
for  products  developed  by  Ivax'  research 
teams.  "The  acquisition  of  Johnson 
Products  will  allow  Ivax  to  dominate  a 
niche  business,"  says  PaineWebber 
Group  Inc.  analyst  Ronald  Nordmann, 
who  applauds  the  Johnson  deal. 

Others  see  more  than  synergy  at 
work.  The  Johnson  acquisition,  says  a 
former  short  seller,  represents  Ivax' 
ability  to  "buy"  earnings  by  trading  its 
highly  valued  shares  for  stock  with  low- 
er multiples.  On  June  14,  Ivax  shares 


rescued  Miami-based  Key  Pharmac^' 
cals  from  near-bankruptcy  and  sold 
Schering-Plough  Corp.  for  $836  mi 
in  1986.  That  deal  made  him  $150  mi 
richer  and  burnished  his  reputation 
shrewd  businessman.  "He  sees  v 
where  others  don't  even  look," 
health-care-industry  consultant 
Wilkerson. 

Although  some  investors  may  be 
ing  for  another  Key  in  Ivax,  Frost 
the  companies  are  very  different, 
plans  this  time,  he  says,  are  far  gran 
Already,  the  stakes  are  much  bigge 

By  Gail  DeGeorge  in  Miami,  with  Ji 
E.  Ellis  in  Chicago 
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?t's  say  you  run  a  major  airline.  And  lets  assume,  in  J^fl^f 
u  typically  sell  235,000  tickets.  Then,  suddenly,  a  fare  war  hits.  The  demand  for 
:hets — and  on  your  reservation  system — can  triple.  That  means  you  have  the 

Hential  to  sell  705-000    TICKETS  V  ?om 

mputer  systems  peak  capacity*  cant  handle  these  additional  calls,  they'll  go  to  the 
mpetition.  That's  why  a  number  of  airlines  have  specified  EMCs  disk  storage 
lutions.  They  allow  mainframe  and  midrange  computer  systems  to  dramatically 
crease  performance  without  costly  CPU  upgrades.  Now,  lets  assume  the  average  cost 

$  +%y  ,  '  ^^M?y£%yyy: .  ydMyyy.  ':-:~SSJSSSC 

a  ticket  is  $110.  If  your  computer  system  could  handle  all  those  incremental  calls, 
it  would  mean  a  revenue  increase  of  over  IVIILLIC^N  ^ 

dC's  disk  storage  solutions  are  designed  to  help  any  business  become  more  competitive. 


1  fiow  we  can  help  you  liandle  more  peak  performance  trans- 

EMC 

ions  by  calling  1-800-  424-FMC2,  extension  GM368B.    the  storage  architects 

©  1993  EMC  Corporation.  EMC  is  a  trademark  of  EMC  Corp. 
'Assumes 'peak  capacity  of 590,000. 115,000  m<  n  mental  calls  at  $110 per  ticket. 


f|CT  The  overage  heart 
vUj  i   transplant  costs 
about  $148,000.  A  liver  transplant  runs 
$235,000  on  average.  Mast  insurance 
companies  cover  the  procedures. 


EATMENT  DATA,  BUSINESS  WEEK 


GOVERNOR  CASEY'S 
TIMELY  TRANSPLANT 


His  case  may  reinforce  notions  that  lifesaving  organs  go  to  the  powerful 


The  news  at  Pittsburgh's  Presby- 
terian University  Hospital  was  al- 
most too  good  to  be  true.  On  June 
13.  within  hours  of  announcing  that 
Pennsylvania  Governor  Robeit  P.  Casey 
would  require  a  risky  heart-and-liver 
transplant,  doctors  located  donor  organs 
of  the  right  tissue,  blood  type,  and  size 
for  the  governor. 

The  downside:  Doctors  knew  that  if 
they  operated  on  Casey,  they  risked 
charges  that  the  rich  and  powerful  get 
organs  right  away,  while  poorer  patients 
die  waiting.  "We  were  concerned  about 
people's  perception  that  this  smacks  of 
favoritism  or  conspiracy,"  says  Dr.  John 
Fung,  one  of  Casey's  surgeons. 
priority  list.  But  doctors  overcame 
these  concerns  and  tended  to  the  patient. 
The  61-year-old  Casey,  suffering  from  a 
liver  disease  called  amyloidosis,  had  re- 
ported to  the  University  of  Pittsburgh's 
renowned  Transplantation  Institute  for 
tests  on  June  12.  A  day  later,  doctors 
announced  that  proteins  produced  by  Ca- 
sey's liver  had  nearly  destroyed  his 
heart.  Within  hours,  Casey  was  on  the 
operating  table,  and  Pittsburgh's  medi- 
cal team,  headed  by  transplant  pioneer 
Dr.  Thomas  E.  Starzl,  was  sewing  the 
heart  and  liver  of  a  34-year-old  murder 
victim  into  the  governor.  The  next  day, 
the  two-term  governor  was  awake,  and 
doctors  were  giving  him  a  90%  chance  to 
survive  a  year. 


Then  the  questions  began.  "People 
have  asked.  "Was  this  fair?' "  says  Wan- 
da Bond,  spokeswoman  for  the  United 
Network  for  Organ  Sharing,  a  trans- 
plant watchdog  group  in  Richmond.  Va. 
Indeed,  why  did  Casey  get  organs  so 
quickly,  when  the  average  wait  for  a 
heart  is  one  year? 

The  answers:  The  governor's  heart 
could  have  given  way  any  day,  the  hospi- 
tal said.  Further,  Casey  needed  two  or- 
gans, not  just  one,  placing  him  on  a  pri- 
ority list.  "We  don't  give  preferential 
treatment  to  anyone,"  says  Jeffrey 
Romoff,  president  of  the  University  of 
Pittsburgh  Medical  Center. 

The  issue  of  fairness  is  a  crucial  one 
in  the  burgeoning  transplant  industry. 
Each  day  in  the  U.  S.,  an  average  of  six 
people  die  while  waiting  for  a  new  heart 
or  liver,  while  more  than  100  possible 
donors  die  without  volunteering  to  make 
their  organs  available  to  others.  The  gap 
between  supply  and  demand  is  largely  a 
result  of  mistrust,  transplant  specialists 
say.  Even  though  federal  law  prohibits 
the  sale  of  organs,  many  potential  do- 
nors fear  that  the  system  benefits  rich 
patients  and  jet-setting  surgeons.  Says 
Laurence  C.  Swasey.  community -educa- 
tion liaison  at  the  New  York  Regional 
Transplant  Program:  "I  have  to  fight 
this  myth  all  the  time,  that  only  the 
wealthy  get  organs." 

High-profile  cases  such  as  Casey's. 


while  highlighting  the  technology, 
complicate  the  sales  job.  Xonethe 
modern  technology  and  new  drugs 
keep  the  body  from  rejecting  orj 
have  made  transplant  surgery  far  i 
commonplace.  Some  16,000  major  oi 
transplants  were  performed  last  ye< 

Insurance  companies  buy  into  the 
cedure;  even  at  an  average  cos) 
8148,000,  a  heart  transplant  costs 
than  several  years  of  treatment 
medication.  Casey's  transplant  bill, 
mated  at  $250,000,  will  be  paid  by 
same  Blue  Cross  coverage  held 
80,000  other  state  employees. 
bidding  wars.  As  the  $550  millioi 
dustry  grows,  hospitals  throughout 
country  are  wooing  hundreds  of 
geons  from  transplant  meccas  sue! 
Houston  and  Pittsburgh  with  million 
lar  contracts. 

But  none  of  the  specialists  cai 
much  without  a  steady  supply  of  org 
Often,  they  come  from  down-in-the  \ 
towns,  such  as  Monessen,  Pa.,  a  t 
with  a  shuttered  steel  mill  and  a  b 
ing  drug  trade.  It  was  there  on  Ju 
that  William  Michael  Lucas,  an  uj 
ployed  34-year-old,  received  a  fatal 
ing.  A  week  later,  his  respirator 
turned  off  in  time  for  his  heart  and 
to  go  to  Governor  Casey.  Speakin 
the  press  after  the  operation,  Li 
mother.  Frances,  said  it  made  her 
good"  that  her  son's  organs  were  g 
life  to  someone.  But  such  charity  '< 
won't  sustain  the  growing  demanc 
transplant  organs.  For  this,  the  p 
must  be  convinced  that  the  pric 
merchandise  flows  both  ways — th 
governor's  organs  could  give  life  t 
unemployed  man  in  Monessen. 

By  Keith  L.  Alexander  and  SU 
Baker  in  Pittsburgh 
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HOW  WE'RE  GIVING 
PCS  ELECTRIFYING 
POWER. 


Pentium 

■processor 


There  is  a  new  source 
of  computing  power. 
It's  capable  of  executing 
two  instructions  at 
once.  It's  produced 
processing  speeds  over  100 
MIPS.  It's  the  next  generation 
of  compatible  power.  Its 
called  the  Pentium  " 
processor.  And  this  brief  will 
tell  you  how  its  technology  is 
making  PCs  run  faster. 


Three  ways 
to  make  faster 

PCS. 

Faster  PCs  stall  with  faster 
microprocessors.  And  there 
are  three  ways  to  make 
faster  processors: 

1.  Increase  the 
number  of 
transistors. 

Today,  the  use  of 
sub- micron  compo 
nents  lets  designers  tit 
more  than  3  million  transis- 
tors on  a  single  chip.  So  we 
can  integrate  components 
such  as  math  coprocessors 
and  caches  right  onto  the 
CPU — dramatically  cutting 
access  time. 

2.  Increase  the  clock 
speed.  Twelve  years  ago 
the  clock  speed  ticked 


along  at  a  measly  4.7  MHz. 
Today  we  can  run  at  an 
astonishing  66  MHz — and 
we're  still  pushing  for  more. 

3.  Increase  the  number 
of  executions  per 
clock  cycle. 

Using  new 
superscalar 
technology,  our 
processors  are 
now  capable  of 
executing  two  instruc- 
tions per  clock  cycle. 


Works  in 
principle  and 
in  practice. 

Employing  the  techniques 
above,  we've  created  the 
new  Pentium  processor. 
A  processor  that  is  over 
300  times  faster  than  the 
first  PC  microprocessor. 

The  Pentium 
processor, 
a  model  of 
effici  ency. 

The  Pentium  processor 
can  be  described  as 
a  super-efficient 
factory.  Its 
main  assem- 
bly line  is  its 
superscalar 
technology — 
which  enables 
information  to 
be  processed  simul- 
taneously through  dual 
pipelines.  To  accomplish 
this,  the  pipelines  divide 
up  an  instruction,  then 
send  it  through  five  stages. 
As  it  passes  from  one 
stage  to  the  next,  the 
pipeline  is  free  to  begin 
another  instruction. 
Speeding  up  operations 
substantially. 


pentium 

®©  INTEL '92 


Pumping  datJ 
through.  J 

The  rest  of  the  features  a 
the  processor  are  designl 
to  keep  that  main  assemn 
line  working  at  peak 
capacity  (see  diagrams' 
These  features,  along  w 
the  superscalar  technolt 
help  the  Pentium  proces 
to  crunch  more  than  10( 
MIPS  at  a  clock  speed o 
60  MHz. 


HOW  FAST 
DID  YOU  SAY? 

Twice  the  performance 
of  our  own  Intel486  D; 
66  MHz  processor.  Plus 
the  redesigned  floating- 
point unit  on  the  Pentiui 
processor  offers  up  to  fi 
times  the  performance  ( 
the  Intel486  DX2-66 
CPU  for  math-intensive 
applications. 


The  new  Pentium  processor 
is  fully  software  compatible  with  our  x86  family. 


PENTIUM 


The  line  width  of  each 

TRANSISTOR  IS  1/IOOTH  I  B  fl 

THE  THICKNESS  OF  A  HUMAN 
HAIR.  OR  0.8  MICRONS  TO  H^V  I 

BE  EXACT.  SO  WE  CAN  PACK  I  ^^^J  I  BM  I 

3.1  MILLION  TRANSISTORS 
INTO  AN  AREA  THIS  SIZE.  I 


I] 


PHOTOGRAPHIC 
MORY  RIGHT  ON 
BOARD. 

1  THERE  ARE  SEPARATE 
:0DE  AND  DATA 
TE-BACK  CACHES 
V  REDUCE  CACHE 
FLICTS  AND  INCREASE 
rEM  PERFORMANCE. 

h  an  on-chip  cache, 
(eep  essential 
•rmation  within  an 
's  reach  of  the  main 
:mbly  line.  So  that 
ructions  and  data 
be  fetched  without 
hng  any  time.  and  a 
95%  of  the  time, 
information  is 
it  at  hand. 


THINK  OF  IT  AS 
A  64-LANE 
FREEWAY  INSIDE 
YOUR  CPU. 

TO  GET  DATA  REALLY 
MOVING,  WE  DOUBLED  THE 
SIZE  OF  THE  BUS  ON  THE 
FIRST  PENTIUM  PROCES- 
SOR. This  allows  twice 
as  much  information  to 
be  fetched  at  once. 
There  is  even  a  burst 
mode  for  high-speed 

information  transfer  

so  more  information 
gets  to  where  it's  going 
quicker.  Plus,  automatic 
data  integrity  checking 
to  be  sure  the  right 
data  is  being  moved. 


we  programmed 
the  chip  to  be 
clairvoyant. 

we've  given  the 
Pentium  processor  an 
intelligence  of  its 

own  a  small  cache 

known  as  the  branch 
Target  buffer,  which 
predicts  which  way 
an  execution  will 
branch.  when  the  pre- 
diction is  correct 
(  and  it  is  over  90%  of 
the  time  i,  the  branch 
is  executed  without 
delay — enhancing 
performance. 


Who  said  you 
can't  do  two 
things  at  once? 

The  first  Pentium 
processor  has  two  side- 
by-side  pipelines  for 
integer  instructions. 
This  enables  the 
processor  to  execute 
two  instructions  at 
once.  after  grabbing 
and  partially  decoding 
an  instruction,  the 
Pentium  processor 
determines  if  the 
instruction  can  be  exe- 
cuted in  parallel  with 
the  next  instruction  in 
line.  if  it  doesn't  detect 
any  dependencies,  the 
two  instructions  are 
sent  along  the  parallel 
pipes  for  execution. 


A  BIG  POINT  OF 
DIFFERENCE  IN 
MATH-INTENSIVE 
FUNCTIONS. 

WE'VE  ADDED  SPECIAL- 
IZED PIECES  OF  HARD- 
WARE TO  SPEED  UP  THE 
THREE  MOST  COMMON 
FLOATING-POINT  INSTRUC- 
TIONS A  MULTIPLIER,  A 

DIVIDEP  AND  AN  ADDER. 
WITH  THESE  FEATURES, 
MOST  FLOATING-POINT 
INSTRUCTIONS  CAN  BE 
EXECUTED  IN  A  SINGLE 
CLOCK  CYCLE.  GIVING 
YOU  UP  TO  FIVE  TIMES 
THE  FLOATING-POINT 
PERFORMANCE  OF 
INTEL486  DX2-66  CPU- 
BASED  COMPUTERS. 


Based  on  SPEC  92.  the 
industry  standard  work- 
station benchmark. the 
Pentium  processor  is  in 
the  same  performance  class  as 
the  best  workstation. 
But  the  Pentium  processor  is 
running  at  only  half  the  clock 
freouency.  and  systems  based 
on  the  Pentium  processor  cost 
only  one-half  as  much. 


The  Pentium  processor  provides 
workstation  class  performance 


SPECmt92 


SPECfp92 


The  Intel  icomp   Rating  Index" 


Pentium  Processor-66 
Pentium  Processor-60 
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WHAT  DOES  THIS 
TECHNOLOGY  REALLY  MEAN? 


It  means  Pentium  proces- 
sor-based PCs  are  now  as 
fast  as  workstations.  It 
means  faster  Intel486 
microprocessors,  because 
our  experience  w  ith 
Pentium  processor 
technology  allows  us  to 
improve  them.  It  means 
new  softw  are  horizons 
being  brought  to  more 
and  more  users — such  as 


3-D  design,  multimedia, 
handw  riting  and  voice 
recognition.  \  irtual  reality 
and  more. 

What  do 

YOU  NEED? 

As  you  are  reading,  we 
are  ramping  up  Pentium 
processor  production. 
The  question  is.  when 
w  ill  you  need  a  system 


based  on  one?  If  you're 
running  power-hungry 
applications,  the  sooner  the 
better.  But  for  all  but  the 
most  demanding  users,  the 
answer  is  still  an  Intel486 
CPU-based  system. 
Especially  since  many 
Intel486  DX2  processor 
systems  can  be  upgraded 
to  the  same  technology 
found  in  the  Pentium 
processor  with  a  future 
Intel  OverDrive"  processor. 


Technology  you 
trust. 

For  over  20  years.  Intel  ha< 
led  microprocessor  design] 
development  and  manu-  | 
facturing.  So  with  Intel 
technology  inside,  you 
can  be  assured  that  you'll  I 
alwa\  s  have  unprecedented 
pow  er  and  unquestioned 
compatibility 


besides  running 
everyday  applica- 
tions better.  the 
Pentium  processor 
provides  the  power 
necessary  for  new 
multimedia  applica- 
tions like  desktop 
video  conferencing. 


For  a  free  Pentium  processor  poster; 

CALL  1-800-955-5599. 

Want  more  on  our  latest  technology'1  Then  call  to 
receive  additional  information  on  Pentium  processors  and 
other  Intel  products  that  are  making  PCs  better.  Ask  for  lit- 
erature package  #67.  The  information  is  free.  So  is  the  cail 


;  1 99 J  Intel  Corporation  "One  poster  per  respo 
Limited  to  supplies  oeh 
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BY  JULIE  TILSNER 


T.  REX  ON 
THE  BRAIN 

what  seemed  like  65  mil- 
'ears  of  advance  hoopla, 
sic  Park  opened  June  1  1 
jromptly  produced  about 
million  in  sales  at  2,404 
ers.  Here's  how  many 
esin  1 79  newspapers  and 
magazines  mentioned  the 
■n  Spielberg  movie-with 
real-world  context: 
1  ARTICLES' 
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176 
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GOLDEN  VENTURE  122 


mn  akers. 
ii 


Frank  Lorenzo  has 
from  the  ashes,  and 
e's  got  some  company, 
so  notified  the  Trans- 
ion  Dept.  that  former 
hairman  John  Akers, 
:arcely  has  had  time  to 
out  his  office  at  Big 
is  joining  Lorenzo's 
rline  as  a  director  and 
vestor.  The  would-be 
•  is  battling  attacks 
>itter  airline  union  lead- 
iio  want  to  prevent  the 
e  from  getting  off  the 
1.  Lorenzo,  who  failed 
3  troubled  Eastern  Air 

is  undergoing  public 
;s  to  determine  wheth- 
s  fit  to  run  an  airline, 
rline  plans  to  fly  jets 
jn  Boston,  Washing- 
Ltlanta,  and  possibly 
ilphia.  At  one  point, 
o  planned  to  call  it 
ship  Airlines,  but  he 


has  since  dropped  the  name. 
How  about . . .  Phoenix  Air, 
as  in  rising  from  the  ashes? 


HIGH-TECH  STARTUPS 
IN  SHANGHAI? 


►  High  technology  in  China  is 
getting  an  all-American  jump 
start.  Boston-based  computer 
trade-magazine  publisher 
Patrick  McGovern  said  on 
June  16  that  he  is  setting  up 
a  $20  million  international 
venture-capital  fund  aimed  at 
fueling  high-tech  startups  in 
Shanghai. 

And  McGovern  has  the 
city's  blessing.  His  Pacific 
Technology  Venture  Fund 
will  partner  with  the  Shang- 
hai-controlled Science  & 
Technology  Venture  Fund. 
Each  company  will  contribute 
$10  million  of  seed  money. 
They  say  they  expect  to  fund 
30  to  40  high-tech  startups  in 
Shanghai,  China's  commer- 
cial center.  At  least  20  entre- 
preneurs have  already  ex- 
pressed interest. 


THE  NUMBERS  DON'T 
FLY  AT  USAIR 


►  USAir  said  that  "sluggish 
economic  conditions"  in  April 
and  May  led  the  airline  to  re- 
vise earlier  forecasts  of  a 
second-quarter  profit  and  in- 
stead to  predict  a  loss.  The 
airline's  chairman,  Seth  E. 
Schofield,  also  said  that  he 
did  not  expect  the  carrier  to 


JUST  DON'T  STEAL  THE  GAS  PEDAL 


"No  radio,  no  valuables,"  say 
the  signs  in  cars  parked  on  city 
streets.  Maybe  the  owners'  wor- 
ries are  misplaced.  These  days, 
safety  airbags  are  the  hot  ticket 
item  for  car  thieves  and  "chop 
shop"  operators.  No  one  keeps 
statistics  on  the  number  of  air- 
bag  thefts,  but  insurance  execu- 
tives say  there  has  been  a  sharp 
increase  in  such  claims.  "Thieves 
are  taking  the  whole  steering 
column  out  of  the  car  and  reselling  it  on  the  illegal  parts 
market,"  says  John  Maes,  a  spokesman  for  the  National  Insur- 
ance Crime  Bureau,  an  industry  group. 

Why?  An  airbag  may  save  your  life,  but  the  bill  to  reinstall 
it— $350  to  $2,500 — may  kill  you.  A  "hot"  airbag  runs  half  of 
that.  Exploded  bags  are  big  sellers,  too:  Some  repair  shops 
switch  them  with  undeployed  bags  in  collision-damaged  cars, 
bill  insurers  for  a  new  bag,  then  reinstall  the  original  bag  into 
the  car.  Nice  gig,  this  safety  business. 


earn  money  in  1993.  In  a 
June  21  article,  BUSINESS 
WEEK  erred  in  saying  that 
Schofield  expected  the  airline 
to  be  profitable  this  year. 
Current  forecasts  are  "sub- 
ject to  change,"  based  on  eco- 
nomic, market,  and  political 
factors,  the  company  says. 


THE  HYPING  OF 

THE  REAL  ANITA  HILL 


►  Nothing  like  a  good  public- 
dare  to  catapult  a  book  onto 
the  best-seller  list.  That's 
what  happened  when  Erwin 
Glikes,  president  of  MacMil- 
lan  Publishing's  Free  Press 
division  decided  to  dare  the 


public  to  read  conservative 
brat-packer  David  Brock's 
first  book,  The  Real  Anita 
Hill.  Glikes'  strategy:  Run 
taunting,  nationwide  full- 
page  newspaper  ads  and  ra- 
dio spots  that  tell  readers  to 
decide  for  themselves  wheth- 
er the  book  is  trash  or  a  solid 
analysis.  Now,  discussions 
among  the  intelligentsia  are 
raging  anew — and  sales  are 
soaring.  The  book  is  into  its 
sixth  printing  and  holds  the 
No.  3  spot  on  The  New  York- 
Times  best-seller  list. 


JABBING 
PEPSI 


►  Leave  it  to  Wall  Street  to 
find  a  possible  gain  in  some- 
one else's  pain.  While  Pep- 
siCo grapples  with  far-flung 
reports  of  needles  and  sy- 
ringes being  found  in  Pepsi 
cans,  analysts  see  a  buy.  "Ul- 
timately, it  could  be  a  hoax. 
But  it's  an  easy  way  to  make 
money  in  the  short  term  on 
the  stock,"  says  Roy  Burry, 
beverage  analyst  at  Kidder 
Peabody.  Since  June  14,  the 
stock  has  dropped  $1,  closing 
at  35%  on  June  16.  For  its 
part,  the  company  says  that 
it's  "virtually  impossible  for 
any  tampering  to  have  oc- 
curred at  our  bottling 
plants." 
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For  minds  that  cover  a 
lot  of  ground,  we 
present  the  new  IBM 
ThinkPad®  720s. 

Introducing 

ThinkPad  720 

Notebooks  so  graceful, 
their  sleek  design  and 
slim  profile  almost  defy 
their  sheer  might. 
Rocket- last  IBM 
486SLC2  50/25  MHz 
processors  speed  things 
along,  so  you  work  in  a 
virtually  wait-less  state. 

Everything  about  the  720  and  720C  was 
designed  to  close  the  chasm  between  mind  and 


ThinkPad 

720C 

720 

Processor 

486SLC2  50/25  MHz 

486SLC2  50/25  MHz 

Display 

10  4'  Active  Matrix 
256  Color®  640x480 

9  5'  Monochrome 
64  Grayscale  Screen 

Battery  Life 

2.4-4  8  Hours 

3  8-7.5  Hours 

PCMCIA  Support 
Release  2.01 

(1)  Type  III  or 

(2)  Type  lis 

(1)  Type  III  or 

(2)  Type  lis 

Warranty 

3  Years  (International) 

3  Years  (International) 

tDependmg  on  usage  and  configuration 


machine.  Just  touch  thf 
exclusive  TrackPoint™  I 
pointing  device  to  send 
the  cursor  where  vou 
want  it  to  go.  The  720C 
has  a  dazzling  10.4" 
color,  active -matrix, 
TFT  display — the  large 
color  notebook  displav 
out  there.  Both  models 
ieature  the  new  genera- 
tion  of  PCMCIA  credit- 
card- size  adapters. 
Simplv  slide  one  in  to 
connect  via  modem, 
LAN  or  host  network. 
And  every  ThinkPad  comes  with 
"Thank  You's  from  ThinkPad"— 
a  booklet  packed  with  nearly 
S4.000  in  savings  on  valuable 
mobile  products  and  services.* 
For  more  information  or  an  IBM  author- 
ized dealer  near  vou.  call  our  Personal 
Systems  HelpCenter  at  1  800  772-2227  or 
TDD/ASI  III  800  426-4238.  In  Canada,  call 
1  800  465-7999.  Now,  choosing  the  ultimate 
notebook  is  hardlv  rocket  science. 


Take  advantage  nf 
PCMCIA  cards. 


Think  of  it 

ciS  ci  launchpad 

for  your  mind. 


"Thank  You's  fromThinkPad"  bookie's  available  in  U  S  only  Thank  You's 
from  ThinkPad"  are  valid  from  5/4/93  through  4/30/94  IBM.  ThinkPad  and 
HelpCenter  are  registered  trademarks  andTrackPoint  is  a  trademark  of 
Internationa)  Business  Machines  Corporation  ©  1993  IBM  Corp 
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IE  GOP  IS  FLUFFING  THE  CUSHIONS 
m  RON  AND  GEORGE 


i  h,  for  the  sweet  life  of  an  ex-President.  Unless  you 
k  happen  to  be  Jimmy  Carter  and  have  an  urge  to  take 
A  up  carpentry,  there  are  perks  galore.  Take  George 
and  Ronald  Reagan.  Each  is  a  millionaire  and  draws  an 
al  pension  of  $148,000.  They  get  office  staff  at  taxpayer 
fise.  And  they  can  rake  in  big  bucks  on  the  rubber-chick- 
rcuit.  Yet,  BUSINESS  week  has  learned  the  Republican  Na- 
1  Committee  is  providing  the  duo  with  a  little  extra 
on:  $150,000  a  year  in  supplemental  expense  money, 
deral  Election  Commission  records  show  that  since  Rea- 
1989  retirement,  the  RNC  has  paid  $12,500  a  month  to- 
maintenance  of  his  Los  Angeles  office.  Bush's  Houston 
quarters  got  a  $50,000  stipend  covering  his  first  four 
hs  back  in  private  life.  Reagan's  money  goes  to  an  entity 
1  "34th  Floor  Services."  Bush's  check  is  made  out  to 
thing  called  "M.  R.  B.  Co." 

C  Chair  Haley  Barbour  says  the  fees  cover  postage,  tele- 
?  calls,  and  other  fund-raising  expenses.  This  year,  the 
•nment  will  give  Bush  $463,000  and  Reagan  $633,000  for 

rent,  staff,  and  travel.  Since  public  money  cannot  be 
for  political  purposes,  "We  help  with  the  expenses  that 
d  be  borne  by  us,"  Barbour  explains. 
profile.  Fair  enough.  But  there's  been  little  political 
ty  of  late  by  either  Bush  or  Reagan.  RNC  officials  say  the 
t  of  the  Gipper's  role  this  year  has  been  lending  his  name 
:ew  donor  letters.  Bush,  who  has  found  lots  of  time  for 
ind  a  sentimental  journey  to  Kuwait,  hasn't  even  done 
nuch.  Neither  man  showed  up  for  a  big  May  fund-raiser 

as  the  "Presidents'  Dinner."  Reagan  aide  Cathy  Goldberg 
ler  boss  raised  tons  of  cash  for  the  GOP  in  1990  and  1992 
lans  to  make  more  appearances  later  this  year.  Bush's  of- 
eclined  to  comment. 

*mer  GOP  chief  Frank  J.  Fahrenkopf  Jr.  says  Reagan 
floated  the  idea  of  subsidies  after  the  '88  election.  "Rea- 
/as  the  biggest  fund-raiser  we  ever  had,"  he  says.  "We 
3d  to  make  sure  the  party  could  continue  to  rely  on 
it  was  a  great  investment." 

i  Bush,  who  requested  the  same  deal,  do  as  much?  Not 


likely.  The  former  President  wants  to  keep  a  low  profile. 
What's  more,  Bush  lacks  Reagan's  star  appeal,  and  conserva- 
tives still  haven't  forgiven  him  for  booting  the  election. 

There's  nothing  illegal  about  the  RNC's  check  writing,  of 
course.  Still,  some  say  the  practice  could  be  misconstrued  as 
a  slush  fund.  "On  the  surface,  the  money  should  not  be  paid," 
says  former  Reagan  deputy  Lyn  Nofziger.  "It  ain't  Watergate 
II,  but  it  reminds  me  that  Richard  Nixon,  who  refuses  any 
money  for  his  speeches,  is  the  best  ex-President  Republicans 
have  ever  had." 

By  Owen  Ullrnann,  with  Lee  Walczak 


PUSH  OVER,  ROSS. 

PAUL  WANTS  THE  PODIUM,  TOO 


R 


oss  Perot  gets  all  the  attention,  but  former  Presidential 
contender  Paul  Tsongas  is  working  to  make  his  Concord 
Coalition  an  independent  force  in  American  politics, 
too.  The  bipartisan  group,  which  Tsongas  set  up  last  fall  with 
former  Senator  Warren  Rudman  (R-N.  H.)  and  investment 
banker  Peter  G.  Peterson,  is  "trying  to  carve  out  a  different 
niche  from  Perot"  while  sharing  his  emphasis  on  the  budget 
deficit,  Tsongas  says. 

The  group  plans  to  give  candidates  in  next  year's  congres- 
sional elections  "fiscal  responsibility"  ratings  modeled  on  the 
environmental  ratings  that  are  compiled  by  the  League  of  Con- 
servation Voters.  And  it  will  send  "truth  squads"  to  New 
Hampshire  to  dog  early  candidates  stumping  for  the  1996 
Presidential  nomination.  For  example,  Tsongas  says,  talk  of 
sweeping  budget  cuts  by  Republican  Senator  Phil  Gramm 
would  be  met  by  public  questions  about  the  Texan's  support 
for  the  Superconducting  Super  Collider  and  other  projects  in 
his  home  state. 

But  Tsongas  knows  his  low-key  Concord  group  will  never 
match  Perot's  flair  for  commanding  the  media.  "If  we  ever  sat 
around  trying  to  figure  out  how  to  compete  with  Ross  Perot," 
he  smiles,  "We'd  go  nuts." 


MLWRAPUPI 


SCIENCE 


is  was  the  year  that  opponents 
ielieved  they  were  finally  going  to 
i  the  Superconducting  Super  Col- 
.  After  all,  its  most  powerful  back- 
,loyd  M.  Bentsen  (D-Tex.),  has  left 
Senate  for  the  Treasury  Dept.  But 
$8  billion  particle  accelerator  is 
ing  tough  to  kill.  A  House  Appro- 
ions  subcommittee  has  already  ap- 
ed $620  million  in  funding  for  fiscal 
,  and  the  project  may  well  sur- 
a  close  vote  in  the  full  House  in 
June.  The  margin  of  victory  could 
3  from  some  of  the  110  House 
imen.  ssc  backers  have  lobbied 
l  hard,  arguing  that  the  collider 


is  vital  to  U.  S.  competitiveness.  The  is- 
sue may  come  down  to  just  how  hard 
President  Clinton,  who  is  reviewing 
both  the  ssc  and  the  space  station,  is 
willing  to  fight  for  them. 

AVIATION  

While  the  Administration  contin- 
ues to  study  ways  to  help  ailing 
U.  S.  airlines  and  aircraft  makers, 
Transportation  Secretary  Frederico  F. 
Pena  is  boosting  sales  of  planes  abroad. 
He  lobbied  for  continuation  of  most- 
favored-nation  trade  status  for  China  to 
help  Boeing  Co.  sell  aircraft.  Now,  he 
may  travel  to  Saudi  Arabia  to  per- 
suade officials  there  to  place  new  or- 
ders for  U.  S.  planes. 


GOOD  GROOMING 


Subsidized  haircuts  are  nothing  new 
in  Washington— Congress  gets 
them,  and  everyone  knows  about  Bill 
Clinton's  Hair  Force  One  adventure. 
Now  the  House  has  voted  to  spread 
the  benefits.  Representative  Maxine 
Waters  (D-Calif.)  got  an  amendment 
attached  to  a  supplemental  appropria- 
tions bill  providing  participants  in 
training  and  vocational-education  pro- 
grams with  $100  per  week  for  "trans- 
portation, meals,  and  other  personal 
needs"— including  grooming.  The  mon- 
ey—$80  million— would  go  to  the  hard- 
core unemployed  aged  17  to  30  for  as 
long  as  they  remain  in  a  program. 


•TON  OUTLOOK 
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WORRISOME  SI6NS 
IN  MEXICO'S  ECOHOM 


►  Banks  slash  available 
credit  by  two-thirds  as  sour 
loans  hit  8%  of  total  loans 


►  Interest  charges  on  busi- 
ness and  consumer  borrowi 
ing  are  28%,  1 8  points 
above  the  inflation  rate 


►  Current-account  deficit 
likely  to  reach  $23  billion 
this  year 


NO  BED  OF  ROSES 
MEXICO'S  ARMY 
OF  UNEMPLOYED 
DO  NOT  GET 
INSURANCE 


'THE  MOMENT  OF 
TRUTH'  FOR  MEXICO 


With  NAFTA  in  limbo,  the  country's  gains  could  start  to  unravel 


Americans  may  be  anxious  over 
the  impending  North  American 
Free  Trade  Agreement,  but  the 
suspense  is  killing  the  Mexicans.  Eco- 
nomic growth  has  stalled,  job  losses  are 
mounting,  and  a  credit  crunch  is  pinch- 
ing consumers  and  business.  Just  look  at 
autos:  In  April,  car  sales  dropped  for  the 
first  time  since  1987.  Auto  makers  are 
grimly  predicting  that  sales  may  fall  as 
much  as  10%  this  year,  a  far  cry  from 
the  237<  average  growth  over  the  past 
six  years.  Says  Fausto  Cuevas,  director 
of  the  Mexican  Automotive  Industry 
Assn.:  "This  is  going  to  be  a  very  diffi- 
cult year." 
And  the  longer  it  takes  to  resolve 


NAFTA,  the  longer  President  Carlos  Sali- 
nas de  Gortari  has  to  stick  to  his  punish- 
ing economic  course.  The  payoff  from 
Nafta  is  supposed  to  be  billions  of  dol- 
lars worth  of  new  investment.  But  until 
that  day  arrives,  Salinas  is  forced  to  lure 
capital  through  high  interest  rates  and  a 
stable  peso.  He  is  also  determined  to 
slay  the  inflation  dragon  this  year — and 
is  likely  to  break  into  single-digit  territo- 
ry. Meanwhile,  though,  making  Mexico 
attractive  to  outside  business  and  inves- 
tors is  starting  to  provoke  an  economic 
crisis  at  home  (table).  Gross  national 
product,  which  had  been  growing  an  av- 
erage of  3.39'  annually  since  Salinas 
took  office  back  in  1988,  probably  won't 


rise  more  than  2.1%  this  year — dj 
slightly  faster  than  Mexico's  popular 
growth. 

Mexican  companies  have  been  gag 

through  wrenching  adjustments  for  M 

past  five  years  or  so,  remaking  thft 

selves  to  survive  as  Mexico  openedu 

doors  to  the  world.  Now,  the  econa) 

seems  to  be  hitting  a  wall.  Anot?i 

round  of  layoffs  could  come  as  la 

businesses  face  sluggish  demand.  J* 

ployment  in  manufacturing  is  down  t# 

from  last  year.  Among  the  industa 

hardest  hit:  textiles,  electronics,  peo 

chemicals,  and  steel. 

tight  rein.  The  problems  are  multifl 

ing.  Lackluster  first-quarter  corpoU 

earnings  have  pushed  Mexico's  sipl 

market  down  15%  so  far  this  year,  e 

cently  privatized  commercial  banks  « 

reeling  under  bad  loans,  which  acc(Q 

for  8%  of  their  portfolios.  To  pre'A 

further  losses,  they  have  slashed  by  to 

thirds  the  amount  of  credit  they  offe& 

consumers  and  business  owners,  '* 

must  pay  28%  annual  interest, 

though  Mexico's  inflation  is  hoveJf 

around  10%.  "What's  going  on  is  paiu 

but  necessary,"  says  economist  J<& 

Reves  Heroles  of  consultants  Grupd' 
— :  
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)mistas  y  Asociados  in  Mexico  City. 
;ermined  as  they  are  to  keep  a  tight 
Cabinet  officials  are  showing  un- 
cteristic  angst.  Finance  Secretary 
>  Aspe  recently  told  Le  Monde  of 
he  believed  there  was  a  definite 
of  social  instability"  if  economic 
ivement  was  not  felt  soon.  Those 
es  come  after  more  than  90,000  lay- 
iver  the  past  18  months  at  the  state 
jmpany,  among  others.  Because 
s  no  unemployment  insurance  in 
:o,  many  have  turned  into  street 
irs,  hawking  everything  from  flow- 
i  radios. 

ne  of  the  current  malaise  stems 
the  early  stages  of  Salinas'  aggres- 
nodernization  program.  Survivors 
;  first  onslaught  of  foreign  compe- 
after  tariffs  fell  invested  heavily  in 
technology,  mostly  with  borrow- 
Now,  they're  having  trouble  pay- 
ff  the  loans. 

:ntum.  In  the  government's  hands, 
inks  were  able  to  cover  up  some  of 
•oblems  of  their  corporate  borrow- 
lut  now,  with  private  owners,  who 
remium  sums  for  the  banks  during 
ist  two  years,  they  can  no  longer 
rer  problem  loans  at  high  interest 
As  banks  cut  off  credit,  it  spells 
e  for  corporations  that  have  pared 
work  forces  by  more  than  half  to 
productivity  and  have  no  more  fat 
.  At  special  risk  are  textile  compa- 
.vhich  face  stiff  competition  from 
imports,  and  papermakers,  whose 
:ts  are  made  more  efficiently  in 
S.  and  Canada.  "I  think  we're  en- 
the  moment  of  truth  for  the  Mexi- 
onomy,"  says  Reyes  Heroles. 
ing  to  these  pressures  is  the  stale- 
in  the  U.  S.  over  NAFTA,  which 
is  Mexico's  short-  and  medium- 
outlook.  Talks  among  the  U.  S., 
a,  and  Mexico  are  at  an  impasse 
jo-called  side  agreements  to  the 
|  which  will  append  rules  on  labor 
and  the  environment.  The  U.  S. 
tough  enforcement  bodies  on  each 
while  Canada  and  Mexico  are  wor- 
bout  potential  trampling  of  their 
ignty.  Public  opinion  in  the  U.  S.  is 
ivided  over  how  strong  the  side 
nents  should  be.  The  betting  now 
t  Clinton  could  save  NAFTA,  but 
1  has  to  cross  some  treacherous 

las  the  economist  knows  he  must 
to  his  guns  to  guide  Mexico 
h  the  difficult  months  ahead.  But 
>  the  politician  also  knows  that  as 
jarend  deadline  approaches  for 
ig  his  party's  next  presidential 
iate,  it  will  get  harder  and  harder 
Mexicans  to  keep  waiting  for  bet- 
's. Meanwhile,  the  NAFTA  cloud  up 
continues  to  cast  its  long  shadow. 
Geri  Smith  in  Mexico  City,  with 
s  Harbrecht  in  Washington 


GERMANY  I 


HOW  MANY  PARTS  MAKERS 
CAN  STOMACH  THE  LOPEZ  DIET? 


VW's  production  czar  wants  leaner  suppliers — a  death  knell  for  many 


The  managers  of 
Europe's  huge 
auto-supply  in- 
dustry are  about  to 
take  a  crash  course  on 
how  to  make  their 
businesses  leaner — 
much,  much  leaner. 
Their  instructor? 
None  other  than  Jose 
Ignacio  Lopez  de  Ar- 
riortua,  new  produc- 
tion director  for 
Volkswagen,  former 
purchasing  czar  for  all 
of  General  Motors 
Corp.,  and  acknowl- 
edged master  of  in- 
flicting pain  for  gain. 
On  June  21,  three 
months  after  his  controversial  arrival  at 
Volkswagen,  Lopez  will  dispatch  hand- 
picked  teams  to  VW  suppliers  throughout 
Germany  and  Europe.  They  will  spend  a 
week  at  each  one,  scrutinizing  factories 
and  showing  how  to  cut  inefficiencies. 

To  the  hard-driving  Lopez,  this  detail 
work  is  the  stuff  that  creates  momen- 
tous change.  Once  before,  as  a  GM  man- 
ager in  Europe,  he  wrestled  Opel's  sup- 
plier costs  down  until  they  were  the 
lowest  for  any  German  carmaker.  Now, 
Lopez  argues,  Volkswagen  can  do  the 
same  by  boosting  suppliers'  productivity 
30%,  then  winning  big  cuts  in  the  prices 
vw  pays  them.  Leaner  suppliers  will  help 
Lopez  realize  his  dream  of  building  a 


LOPEZ  SAYS  GERMAN  SUPPLIERS  CAN 
BOOST  PRODUCTIVITY  BY  30% 


PROflTS  GET  SCARCE 
AT  GERMAN  AUTO-PARTS  MAKERS 


PROFIT  MARGIN 


4 
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plant  in  Spain  that  can 
assemble  cars  in 
world-record  time.  But 
if  suppliers  resist,  Lo- 
pez says  Europe's  car 
industry  will  be  woe- 
fully unprepared  for 
what  he  calls  "the 
last  battle."  At  a 
June  14  press  confer- 
ence in  Hanover,  Lo- 
pez warned:  "If  we 
lose,  we  will  become 
second-class  citizens" 
behind  car  producers 
in  Japan,  the  U.  S., 
and  South  Korea. 

Yet  a  Lopez-led  on- 
slaught could  have 
devastating  results 
for  the  already  hard-pressed  auto-supply 
business,  which  lies  at  the  heart  of  Ger- 
many's crucial  Mittelstand  sector  of 
midsize  companies.  After  a  five-year 
slide  in  net  profit  margins,  the  average 
German  auto  supplier  is  now  operating 
in  the  red  (chart). 

no  relief.  Even  before  Lopez  announced 
his  plans  for  vw,  the  suppliers'  custom- 
ers weren't  cutting  them  any  slack.  "The 
auto  makers  are  clearly  trying  to  pass 
part  of  the  extraordinarily  high  competi- 
tive pressure  on  to  suppliers,"  says  Al- 
exander von  Tippelskirch,  a  board  mem- 
ber at  Dusseldorf's  1KB  Deutsche 
Industriebank.  Indeed,  he  says,  custom- 
ers report  that  some  manufacturers  are 
already  arbitrarily  lopping 
5%  to  10%  off  suppliers'  bills. 
Little  wonder  that  by  the  end 
of  1996,  as  few  as  500  of 
Germany's  present  3,000 
auto  suppliers  will  be  earn- 
ing decent  profit  margins  of 
5%  or  more,  forecasts  Peter 
Cullom,  senior  manager  at 
Price  Waterhouse  in  Frank- 
furt. Some  100,000  workers 
from  the  industry's  present 
roster  of  750,000  could  go  on 
the  dole. 

Associates  say  Lopez'  de- 
mands for  a  "quantum  leap" 
in  productivity  could  winnow 
the  ranks  of  vw  suppliers 
from  more  than  1,000  to  as 
few  as  60  "systems  suppli- 
ers" who  can  deliver  com- 
plete subassemblies.  To  meet 
these  new  demands  from  vw 
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and  other  customers,  German  parts 
makers  such  as  Robert  Bosch  are  al- 
ready shifting  labor-intensive  production 
abroad  to  such  locations  as  Spain  and 
Malaysia. 

"revolution."  Meanwhile,  foreign  com- 
panies are  preparing  for  Lopez,  too.  ITT 
Automotive  is  merging  several  German 
units  into  one  European  company.  The 
automotive  division  of  Britain's  $3.7  bil- 
lion Lucas  Industries  PLC  has  promised 
Lopez  price  reductions  for  each  of  the 
next  three  years  on  disk  and  drum 
brakes.  Divisional  Managing  Director 
W.  K.  Maciver  won't  say  by  how  much, 
but  he  vows:  "We  will  be  moving  heaven 
and  earth  to  lower  the  cost  base." 


Other  non-German  suppliers  see  no 
other  way  than  the  Lopez  method. 
France's  Valeo,  la  supplier  to  vw  of  such 
parts  as  lighting  systems  and  air  condi- 
tioners, launched  drastic  cost  reductions 
three  years  ago.  Now,  warns  Valeo 
Chairman  Noel  Goutard,  vw's  German 
suppliers  "will  have  to  make  the  same 
effort."  They  probably  will — and  so 
change  the  nature  of  their  business  for- 
ever. As  Lopez  himself  put  it:  "We  are 
not  [just]  in  a  recession,  we  are  in  a 
revolution."  And  like  any  revolution,  this 
one  will  have  its  victors  and  victims. 

By  Joint  Tern  pieman  in  Hanover,  with 
Stewart  Toy  in  Paris  and  Paula  Dicyer  in 
London 


JAPAN  I 


FUJITSU  ENGINEERS  ARE  USING  SUN'S  SPARC  CHIPS  IN  A  MASSIVE  PARALLEL  PROCESSOR 


FUJITSU  GETS  A  HELPING  HAND 
FROM  AN  AMERICAN  BUDDY 


As  its  ties  to  Sun  Microsystems  deepen,  both  companies  benefit 
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These  are  trying  times  for  Fujitsu 
Ltd.,  Japan's  biggest  computer 
maker.  With  a  global  recession 
sapping  demand  for  its  chips,  telecom 
gear,  and  computers,  the  company  re- 
cently reported  its  first-ever  annual  loss, 
dropping  $281  million  on  sales  of  $30 
billion.  What's  worse,  Fujitsu  customers 
in  Japan  will  soon  start  shifting  from 
mainframes  to  networks  of  smaller  ma- 
chines— the  same  downsizing  process 
that  for  years  has  caused  such  pain  at 
IBM  in  the  U.  S.  and  Europe. 

But  for  Fujitsu,  the  downsizing  may 
turn  out  to  have  a  bright  side.  Even  in 
recession,  Japanese  companies  are  snap- 


ping up  workstations,  especially  those 
built  by  Sun  Microsystems  Inc.  And  that 
has  brought  a  modest  windfall  for  Fu- 
jitsu, which  has  been  distributing  Sun 
machines  in  Japan  under  its  own  brand 
since  1988.  Fujitsu  expects  to  sell  10,000 
units  in  Japan  this  year — more  than  any 
other  Sun  distributor  there.  The  success 
has  prompted  Fujitsu  to  expand  ties 
with  Sun,  including  an  agreement  in 
June  to  share  software.  "No  other  com- 
pany is  working  so  closely  with  Sun  Mi- 
crosystems," says  Yoshiro  Yoshioka,  a 
Fujitsu  director. 

The  two  companies  are  now  deeply 
intertwined,  providing  a  textbook  case  of 


how  a  leading  U.  S.  company — wit  tut 
Washington's  help — can  weave  islt 
into  the  fabric  of  Japan.  In  the  [ill 
1980s,  Sun  enlisted  Fujitsu's  design  ni 
manufacturing  assistance  to  launclit- 
slcek,  stripped-down  microproces  -■ 
called  Sparc.  "They  were  the  first  k> 
pany  willing  to  stick  their  necks  onfri 
build  thern,"  recalls  Scott  McN(ty 
Sun's  president.  Fujitsu  soon  becanujli 
main  supplier  of  Sparc  chips  for  gb 
computers.  In  return  for  Fujitsu's  !>]) 
in  hoisting  Sun  to  global  workstM 
dominance,  the  U.  S.  company  'iy 
equips  its  machines  with  mostly  Fuj;ii 
made  memory  chips,  disk  drives,  jii 
high-resolution  monitors. 

There's  more.  Fujitsu's  two  lark 
foreign  affiliates — Amdahl  Corp.  into 
U.  S.  and  ICL  PLC  in  Europe — are  desrn 
ing  Sparc  chips  into  a  wide  rangio 
computers.  And  in  the  research  lab,\) 
jitsu  engineers  have  linked  up  more  ai 
1,000  such  chips  in  a  parallel  macn- 
that  tears  through  some  calculatn 
faster  than  most  supercomputers,  r 
here  on,  says  Fujitsu's  Yoshioka,  "v,r 
planning  to  use  Sparc  from  the  tot 
bottom."  And  after  years  of  investn 
the  Sun-related  business  is  startinj 
turn  a  profit.  Fujitsu  now  accounts 
about  25%  of  Sun's  Japanese  saleio 
$700  million  a  year,  while  Sun  annul 
buys  an  estimated  $200  million  wort  < 
components  from  Fujitsu. 
big  lead.  As  competition  in  the  work 
tion  business  stiffens,  Sun  is  couni 
on  Fujitsu  to  polish  the  technology 
pull  in  more  top-tier  customers  an 
the  world.  Industry  sales  of  wori 
tions  are  poised  to  double,  from  5630 
units  in  1992  to  1.6  million  in  1997,i< 
cording  to  International  Data  Corj 
market  researcher  based  in  Frarr  § 
ham,  Mass.  Today,  Sun  enjoys  an  c;i 
whelming  lead,  with  38%  of  global  Eg 
ments.   But  the  company  is  alr< 
under  siege  from  Hewlett-Packard, 
Digital  Equipment,  and  Silicon  Gr 
ics — all  of  which  have  bested  Span 
sheer  processing  speed.  And  Intel  CH 
poses  an  even  greater  challenge  witl  t 
lightning-fast  Pentium  processors 
let  desktop  PCs  double  as  workstatii- 

Fujitsu  and  Sun  view  Intel's  nean< 
nopoly  in  PC  microprocessors  as  a 
of  plague,  leaving  little  room  for  of 
computer  manufacturers  to  add  vi» 
In  contrast,  Sun's  approach  is  lar  I 
open.  For  a  $99  license  fee,  anyone  a 
buy  the  basic  tools  to  make  new  Sp 
chips.  Together,  Fujitsu  and  Sun  hoj  I 
spread  that  gospel.  As  the  competi^ 
intensifies,  what  started  as  a  simple  11 
ance  is  looking  more  and  more  lil 
promising  growth  business. 

By  Neil  Gross  in  Tokyo,  with  RobeiL 
Hof  in  San  Francisco 
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So  whatil  it  be?  A  salary     ^  a tnbute  to  the  ™y we 

freeze?  Reduced  bonuses?  approach  yoUr  business.  we  ask 

Your  company  car?  Or  a 
new  ROLM  phone  system? 


questions.  We  watch  the  way 
you  work.  Then  we  develop  a 


Stumped?  We  suggest  you  start 
th  the  ROLM  phone  system. 
It's  the  difference  between 
srely  trimming  the  fat  around 
ur  company  and  turning  it 
o  muscle. 
Talk  to  our 
stomers.  You'll  hear- 
fore -after 
iries  that 
jnd  like 
siness  school 
;e  studies. 


ith  operators 
idling  four  times 
many  calls  per 
/.  Collection  agents  making  six 
eks'  worth  of  calls  in  four  days, 
d  abandoned  call  rates  down 
m  30%  to  under  1%. 
Then  there  are  the  infinitely 
>re  interesting  stories  of 


enormous  revenue  gains.  West 
Capital  Financial  Services,  for 
example,  pulled  in  a  colossal  357% 
of  their  previous  year's  revenues. 


customized  solution  that  lets  you 
work  more  productively. 

For  a  free  video  showing  how 
we've  helped  a  number  of 


In  fact,  many  of  our  customers 
report  their  ROLM  systems  have 
paid  for  themselves  in 
a  matter  of  months. 

Not  surprisingly, 
our  customers 
awarded  us  the 
highest  overall  ratings 


ROLM  is  part  of  the 

Siemens  family. 
The  world's  largest 
private  communication 
systems  manufacturer 


businesses  work  more  profitably, 
give  us  a  call  at 
I-800-ROLM-I23. 

And  leave  all  those 
drastic,  morale-squashing 
cost-cutting  measures 
to  someone  else.  Your 


in  the  three  most  recent  Customer       competitors,  for  instance. 
Satisfaction  Surveys  conducted  by  ROj^lH 
Dataquest'5',  a  leading  independent 

A  Siemens  Company 
research  firm.  ©1993  rolm. 


REENGINEERING 

It's  not  just  a  new  idea — it's  a  revolution. 


Reengineering  is  the  most  important  business 
phenomenon  of  the  1990s.  It  is  sweeping  the 
business  world,  letting  companies  do  more — 
much  more — with  less.  By  asking  "Why  do  we 
do  this?"  rather  than  "How  can  we  do  this  bet- 
ter?", Reengineering  leads  companies  to  invent 
radically  new  ways  of  working. 

Companies  large  and  small  are  using  Reengineering 
to  produce  breathtaking  results: 

Example: 

Hallmark  Cards  needed  to  respond  quickly  to 
rapidly  changing  markets.  Devising  a  new  way 
to  foster  product  development,  they  slashed  the 
time  needed  to  create  new  products  from  over 
three  years  to  under  one. 

Example: 

Ford  Motor  Co.  had  an  Accounts  Payable 
Department  with  more  than  500  employees. 
Then  they  discovered  how  their  Japanese  coun- 
terpart did  the  same  work 
with  five.  Ford  has  reduced  {f 
its  department  by  75% — with 
no  loss  of  accuracy. 

Example: 

IBM's  Credit  Corporation 
used  to  take  seven  days  to 
respond  to  customer  inquir- 
ies. Under  pressure  from  the 
sales  force,  management 
reduced  turnaround  to  four 
hours. ..and  increased  pro- 
ductivity 100  times. 


Now,  Read  the  Book  that  Sparked  the 
Reengineering  Revolution. 

The  originators  of  Reengineering,  Michael 
Hammer  and  James  Champy  have  written  the ' 
book  that  has  propelled  Reengineering  to  the  top ! 
of  the  business  agenda.  Business  Week  says 
Reengineering  the  Corporation:  A  Manifesto 
for  Business  Revolution  "may  be  the  best 
written,  most  well-reasoned  business 
book  for  the  managerial  masses  since  In 
Search  of  Excellence." 

And  America's  business  leaders  agree:  John 
Sculley  of  Apple  calls  it  "the  compass  and  map 
for  the  2 1st  century  business  world."  Robert 
E.  Allen,  CEO  of  AT&T,  deems  it  "an  outstand- 
ing and  important  piece  of  work."  And  Peter 
F  Drucker,  dean  of  management  thinkers,  says, 
"Reengineering  is  new,  and  it  has  to  be  done." 

While  you  read  this,  the  world's  premier  companies 
are  putting  Reengineering  to  work  in  unprecedented 

===—   new  ways — to  save  hundreds 

of  millions  of  dollars  a  year,  to 
serve  their  customers  better, 
and  to  speed  up  all  aspects  of 


n$  is  new.  and  it  has  co  be  done  "  —Peter  F  D 


REENGINEERING 


Dr.  Michael  Hammer 

The  originator  and 
leading  exponent  of  the 
concept  of  Reengin- 
eering and  the  founder 
of  the  Reengineering 
movement.  Business 
Week  named  him  one 
of  the  four  preeminent 
management  gurus  of 
the  1990s. 


FORGET  WHAT  YOU 

KNOW  ABOUT  HOW  BUSINESS  SHOULD  WORK 
MOST  OF  IT  IS  W  RONG! 


5  JAMES  CHHMPY 


their  operations.  Reengineering 
is  changing  the  rules  of  busi- 
ness. It  is  creating  new  winners 
and  losers.  It  will  affect  every 
person  in  every  company  in 
America.  If  you  want  to  survive 
in  the  Age  of  Reengineering, 
you  must  read  this  book! 

THE  NEW  YORK  TIMES 
BESTSELLER 

James  Champy 

Chairman  of  CSC  Index, 
Inc.,  the  consulting 
firm  that  pioneered  the 
development  and  prac- 
tice of  Reengineering. 
He  has  been  featured 
in  Fortune,  the  New 
York  Times,  the  Boston 
Globe  and  the  Wall 
Street  Journal 


Featured  in  Fortune  magazine 
5th  Big  Printing 

A  Selection  of  the  Fortune  Book  Club 


HarperBusiness 

A  Division  of  HarperCollin&PuWzs/iers 

Also  available  from  HarperCotimsCanadaLtd. 
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LONG,  HOT  SUMMER 

m  CANADA'S  KIM  CAMPBELL 


fc  Mhen  Kim  Campbell  takes  office  on  June  25,  she 
MM  will  assure  herself  a  place  in  history  as  Canada's 
first  woman  Prime  Minister.  But  unless  she's  a 
hing  success,  she  may  soon  be  history  herself.  Campbell 

call  a  general  election  by  late  fall.  That  gives  her  little 
to  bolster  her  Progressive  Conservative  Party,  which  in 
ent  poll  trailed  the  opposition  Liberal  Party  by  10%. 
iree  months  ago,  when  Campbell  entered  the  Tory  race  to 
;ed  Brian  Mulroney,  she  appeared  un- 
table.  Bright,  witty,  and  photogenic,  she 

across  as  a  refreshing  change  from  the 

Mulroney.  Not  since  Pierre  Trudeau 
,  on  the  scene  in  the  1960s  had  a  Cana- 

politician  inspired  such  fervor.  As 
ipbeil-mania"  spread,  it  appeared  that 
:6-year-old  Defense  Minister  from  Van- 
3r  would  easily  lead  the  Conservatives 
eir  third  straight  victory. 
I  the  relatively  inexperienced  Campbell 
squandered  much  popularity  through  a 
3  of  blunders— such  as  dismissing  those 
al  of  the  government  as  "condescend- 
lOBs"— that  have  made  her  seem  arro- 

On  June  13,  she  even  came  close  to  los- 
er party's  leadership  race  to  the  more 
/  Environment  Minister,  Jean  Charest. 

CABINET.  She  now  has  the  unenviable 
of  convincing  Canadians  that  she  repre- 
•  a  big  change  from  Mulroney— even 
;h  she'll  be  mostly  sticking  to  his  agen- 

0  create  an  appearance  of  change,  Campbell  is  expected 
me  a  largely  new  Cabinet.  She  is  urging  Charest,  34,  to 
his  differences  with  her  and  accept  a  top  job.  Also,  she 

move  into  24  Sussex  Drive,  the  Prime  Minister's  resi- 
unless  she  wins  the  election  in  the  fall, 
mpbell  won't  veer  far  from  Mulroney's  policies.  She 
to  step  up  his  efforts  to  hack  away  at  budget  deficits, 

1  have  pushed  government  debt  to  a  staggering  91%  of 


INCOMING  PM  CAMPBELL  (LEFT) 
HISTORY  IN  THE  FALL? 


gross  domestic  product  (compared  with  51%  in  the  U.  S.). 
And  she  promises  to  balance  the  national  budget  within  five 
years.  For  starters,  Campbell  will  shrink  the  Cabinet  and 
may  also  unveil  a  new  budget  that  makes  deeper  cuts  in  the 
$25  billion  deficit  than  Mulroney  promised. 
drawing  flak.  Although  she's  a  fervent  free-trader,  Campbell 
is  under  pressure  to  take  a  tougher  line  on  trade  relations 
with  the  U.  S.  Already,  Mulroney  has  pushed  the  North  Amer- 
ican Free  Trade  Agreement  (NAFTA)  through 
the  House  of  Commons.  But  U.  S.  insistence 
that  there  should  be  trade  sanctions  to  en- 
force the  side  agreements  on  labor  and  envi- 
ronmental standards  is  drawing  Canadian 
flak.  Such  sanctions  would  "make  the  side 
deals  totally  unacceptable  to  Canada,"  says 
Thomas  P.  d'Aquino,  president  of  the  Busi- 
ness Council  on  National  Issues.  If  this  issue 
cannot  be  resolved,  business  leaders  may 
press  Campbell  to  walk  away  from  NAFTA. 

But  Liberal  leader  Jean  Chretien  could 
easily  outflank  Campbell  on  trade  with  the 
U.  S.  He  is  pressing  for  renegotiation  of  the 
1989  U.  S. -Canada  Free  Trade  Agreement  on 
terms  more  favorable  to  Canada.  With  unem- 
ployment seemingly  stuck  at  more  than  11%, 
the  Liberals  are  also  preparing  a  more  ag- 
gressive job-creation  program. 

The  Liberals  are  going  to  try  to  make 
the  election  a  referendum  on  Mulroney's 
record,  predicts  Paul  Martin,  co-chairman  of 
their  National  Platform  Committee.  If  they  succeed,  Campbell 
will  be  in  big  trouble.  She  also  faces  a  tough  fight  hanging  on 
to  Tory  seats  in  Quebec,  where  polls  show  the  nationalist 
Bloc  Quebecois  making  big  gains,  and  in  the  West,  where 
the  populist  Reform  Party  is  a  threat.  Her  selection  as  leader 
was  a  bold  move  by  the  Conservatives,  but  the  coming  elec- 
tion is  still  the  Liberals'  to  lose. 

By  William  C.  Symonds  in  Ottawa 
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Y'S  BLACK  HOLE  Of  DEBT  

rime  Minister  Carlo  Azeglio  Ciam- 
pi's  seven-week-old  government 
been  working  feverishly  to 
ighten  out  Italy's  battered  public  fi- 
les. But  his  efforts  could  be  under- 
by  a  mushrooming  banking  crisis 
lected  to  the  troubles  of  the  far- 
?  Ferruzzi  empire— Italy's  largest 
ate  industrial  group  after  Fiat.  Fer- 
i,  Europe's  biggest  dealer  in  agri- 
jral  commodities  as  well  as  a  huge 
lucer  of  everything  from  chemicals 
agar  cubes,  now  admits  that  it  is 
ale  to  service  its  debt  of  almost 
billion,  much  of  it  borrowed  from 
of  the  largest  Italian  banks.  The 


Ferruzzi  clan,  once  Italy's  most  power- 
ful after  the  Agnellis,  now  says  it  will 
relinquish  control  of  the  group. 

First  off,  Ferruzzi's  black  hole  of 
debt  will  vastly  complicate  Ciampi's 
plans  to  privatize  two  of  the  biggest 
state-owned  banks,  Banca  Commerciale 
Italiana  and  Credito  Italiano.  With 
around  $1.7  billion  in  combined  expo- 
sure to  Ferruzzi,  the  banks  now  look  a 
lot  less  attractive.  Moreover,  potential 
investors  are  likely  to  blanch  at  the 
1  tanking  system's  poor  record  of  credit 
assessment.  The  Italian  banks  have 
been  hit  by  one  disaster  after  another, 
including  the  $7  billion  bankruptcy  last 
year  of  state-owned  industrial  holding 
i  ompany  KFIM  and  the  recent  $750  mil- 


lion restructuring  of  the  Aga  Khan's 
troubled  Italian  assets. 

All  this  raises  serious  questions 
about  Ciampi's  grand  plan  to  revamp 
the  Italian  banking  system  into  a  Ger- 
man-style regime,  in  which  large  banks 
would  maintain  equity  positions  in  in- 
dustrial groups.  Ciampi  has  moved 
quickly  to  reform  long-standing  legisla- 
tion that  had  forbidden  such  holdings. 
He  envisions  the  banks'  acquiring  huge 
stakes  in  big  business  through  debt- 
equity  swaps.  But  it  now  seems  pre- 
posterous to  expect  institutions  as 
poorly  managed  as  the  banks  to  handle 
the  restructuring  of  huge  chunks  of 
Italian  industry. 

By  John  Rossant 
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COMPUTERS  I 


THE  TINY  SHALL 
INHERIT  THE  MARKET 


"Subnotebooks"  are  fast  becoming  the  hot  growth  niche  in  PCs 


I 


n  the  1980s,  a  little  4-lb.  Radio  Shack 
computer,  the  Tandy  100,  had  a  loyal 
following  among  frequent  flyers.  It 
could  store  no  more  than  32  kilobytes  of 
data,  ran  only  its  own  built-in  software, 
and  had  a  tough-to-read  eight-line  screen 
(later  expanded  to  16).  But  it  was 
rugged,  had  a  full-size  keyboard,  and 
could  operate  for  hours  on  just  four  AA 
batteries.  Ardent  fans— including  roving 
reporters— kept  Tandy  Corp.'s  100  se- 
ries alive  into  the  1990s,  even  though  by 
then  there  were  dozens  of  laptop  and 
notebook  computers  with  all  the  bells 
and  whistles  of  desktop  PCs.  The  prob- 
lem: All  those  goodies— and  the  re- 
chargeable batteries  to  power  them— 
pushed  their  weight  up  to  7  or  8  lb.,  a 
big  difference  when  you're  racing 
through  O'Hare. 

Thanks  to  major  breakthroughs  in 
components,  PC  makers  have  finally 
caught  up  with  the  1983 
Tandy  100.  From  IBM  to 
Zenith  Data  Systems, 
computer  companies  are 
stumbling  over  each  oth- 
er this  year  to  introduce 
"subnotebook"  comput- 
ers—battery-powered PCs 
that  are  approximately 
one-third  smaller  than 
average  notebook  mod- 
els and  weigh  less  than 
4  lb. 

DISTANT    COUSIN.  The 

shrinkage  does  come  at 
a  cost,  however.  Every 
subnotebook  has  had  to 
compromise  on  some- 
thing, be  it  the  size  of 
the  keyboard,  the  quality 
of  the  screen,  or  the  so- 
phistication of  the  micro- 
processor chip.  Take  the 
ThinkPad  500,  IBM's  sub- 
notebook  announced 
June  15.  It  weighs  just 
3.8  lb.  and  has  a  power- 
ful Intel  Corp.  486  mi- 
croprocessor, an  easy-to- 
read  backlit  screen,  up 
to  170  megabytes  of  disk 


storage,  and  a  rechargeable  battery  life 
of  four  to  eight  hours.  However,  its  key- 
board is  a  cramped  10%  smaller  than  a 
full-size  keyboard,  and  its  screen  is 
small. 

Then  there's  Hewlett-Packard  Co.'s 
OmniBook.  announced  June  7.  It  weighs 
a  featherweight  2.9  lb.  but  uses  a  slow- 
er 386  chip.  And  the  screen,  though 
large,  is  not  lit,  making  it  tough  to  read 
in  dim  light.  On  the  other  hand,  the 
OmniBook  has  a  full-size  keyboard  and 
can  run  up  to  nine  hours  on  four  AA 
batteries,  making  it  a  distant  cousin  to 
its  Radio  Shack  predecessor.  That's  no 
accident.  While  doing  market  research 
prior  to  developing  the  OmniBook,  HP 
got  a  consistent  message,  says  Robert  J. 
Frankenberg,  head  of  its  personal-com- 
puter group:  "Over  and  over  again  in 
our  focus  groups,  people  kept  bringing 
up  that  old  Tandy  100." 


II 


TWO  WAYS  TO  CRAM  A  PC  INTO  A  TINY  PACKAGE 


HEWLETT-PACKARD  OMNIBOOK  300 

IBM  THINKPAD  500 

2.9  POUNDS 

3.8  POUNDS 

CHIP 

386SXL 

486SLC2 

HARD  DISK 

20  TO  40  MEGABYTES 

85  TO  170  MEGABYTES 

SCREEN 

9-INCH  REFLECTIVE 

7.4-INCH  BACKLIT 

10  3/,  x  4 'A  INCHES 

9  3/4x3  3/4  INCHES 

BATTERY  LIFE 

3-9  HOURS 

4-6  HOURS 

(AA  batteries) 

(Rechargeable  batteries) 

PRICE 

$1,95042,395 

$l,999-$2,499 

DATA:  COMPANY  REPORTS 


So,  despite  the  trade-offs,  that  longg 
for  superportability  should  turn  the  s> 
notebook  market  into  the  hottest  sj- 
ment  of  the  PC  industry.  "All  the  prs 
hype  is  on  PDAs  [personal  digital  assb- 
ants],  but  right  now  the  action  is  in  >e 
subnotebook  market."  says  Bruce  Cf- 
lin,  general  manager  of  IBM's  moby- 
computing  division.  "All  the  market  di 
we  look  at  shows  that  in  1993  the  sin£- 
largest  growth  segment  in  the  portae 
market  is  in  subnotebooks." 

Certainly  that's  what  Dataquest  Ins 
numbers  show.  The  market  researcJr 
estimates  that  more  than  320,000  sV 
notebooks  will  be  sold  in  the  U.  S.  m- 
year,  with  volume  more  than  doubling 
1994.  By  1997,  Dataquest  estimates  t  t 
annual  sales  will  hit  2.8  million  units 

Of  course,  its  easy  to  show  raji- 
growth  when  you're  starting  from  a  be- J 
of  zero.  There  were  a  handful  of  sv 
notebook  models  in  1992,  and  only  23,0 
were  sold,  Dataquest  estimates.  But  (k 
provements  in  battery  technology  jd 
power-management  chips  to  extend  t> 
tery  life,  along  with  the  availability*! 
energy-saving  card-size  storage  devis 
that  plug  into  a  computer,  have  allow 
PC  makers  this  year  to  squeeze  Is  - 
more  features  into  lots  less  space. 

Zenith  Data  Systems,  Zeos  Inten- 
tional, Dell  Computer,  Gateway  201. 
and   CompUSA   have   all  introduci 
subnotebooks  this  year,  and  they're  sl- 
ing briskly.  Initial  supplies  of  Zenfc: 
Data  Systems'  Z-L 
for  example,  sold  I 
immediately  after  it- 
product  was  shippedr. 
early      May.  "lie 
growth  potential  is  1 
ponential,"  says  Clifftt 
A.     Jenks,  Zenii: 
Data's  executive  vit-- 
president   for  Nor 
American  sales.  He 
timates  that  subnc 
books  will  account  \ 
about  20%  of  all  note 
book  sales  this  yu- 
and  increase  rapi^ 
from  there. 

The  market  will  m 
its  biggest  boost  ftv 
HP's  and  IBM's  atti 
tion-grabbing  subnc 
books,  analysts  s  - 
Both  offer  well-knon 
brand  names  and  w| 
engineered    produ - 
(table),  hp's  OmniBc1 
has  already  won  ra\f 
from  reviewers  for  ? 
ability  to  employ 
batteries,  a  clever  p  j 
out  mouse,  and  easel 
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TAIWAN:  'THE  ARMLDEALER 
OF  THE  COMPUTER  WARS' 

Its  up-and-coming  companies  are  supplying  the  world's  PC  giants 


It  has  Microsoft  Windows,  Word, 
Sxcel  built  into  its  read-only  memo- 
3  well  as  HP  programs  for  calendar 
iddress-book  functions.  The  Think- 
500  scores  points  for  including  the 
cpoint  II  pointing  device  from  big- 
rhinkpads,  a  one-piece  battery/re- 
jer  with  its  own  plug  attached— 
nating  the  need  for  an  adaptor  and 
—and  a  standard  external  floppy- 
drive. 

ch  features  should  make  it  easy  for 
mers  to  switch  to  the  smaller  size, 
that,  says  Dataquest  analyst  Janet 
lie,  is  why  subnotebook  sales  will 
likely  come  at  the  expense  of  the 
r  notebooks.  True,  notebooks  are 
he  rage.  U.  S.  sales  should  increase 
this  year,  to  1.8  million  units.  But, 
Cole,  in  five  years  sales  of  full-size 
iook  PCs  will  slow  significantly,  just 
.les  of  larger  laptop  PCs  dropped 
1990  after  the  arrival  of  notebooks. 
LE  companion.  The  PC  makers  that 
ishing  in  on  notebooks  don't  choose 
e  it  that  way.  Compaq  Computer 
,  whose  notebooks  are  the  indus- 
best  sellers,  is  moving  cautiously 
the  subnotebook  market,  saying 
that  it  will  likely  bring  one  out  by 
md.  "We  see  it  as  a  new  market, 
nobile  companion  for  people  who 
want  the  heavier  weight  of  the 
ook,"  says  Lorie  L.  Strong,  vice- 
ient  of  Compaq's  portable  PC  divi- 
She  asserts  that  notebook  users 
a  desktop  equivalent  to  take  on 
aad,  while  subnotebook  customers 
)rimarily  use  their  machines  for 
■onic  mail.  Even  IBM's  Claflin  says 
Jiere  are  advantages  to  the  note- 
size— larger  displays,  color,  and  in- 
ted  floppy-disk  drives.  But  he 
't  necessarily  accept  his  own  ar- 
nt:  Claflin  acknowledges  that  he 
Is  to  carry  a  ThinkPad  500  from 
m. 

^ons  will  follow  suit,  predicts  Cole, 
le  reason  only— weight.  "For  port- 
users,  weight  is  the  No.  1  issue, 
battery  life.  The  third  is  display 
-y."  Cole  says  manufacturers  are 
lg  themselves  if  they  think  cus- 
~s  will  choose  different  types  of 
bles  for  different  uses.  "I  don't 
a  lot  of  people  draw  a  distinction 
?en  notebooks  and  subnotebooks. 
3  a  market  researcher's  issue,  not 
d  user's  issue." 

lsumers  certainly  voted  with  their 
Ss  when  it  came  to  the  Tandy  100. 
r  spokesman  Tony  Magoulas  says 
of  that  product  over  its  nine-year 
pan  were  "extraordinary.  It  was 
iest-selling  portable  ever."  If  the 

I  itebooks  can  inherit  that  legacy, 

i  will  be  a  spring  in  the  step  of  the 

i  ng  traveler  again. 

|  Catherine  Arnst  in  New  York,  with 

■■«  reports 


i 


On  the  floor  of  a  busy  trade  show, 
buyers  huddle  around  comput- 
er screens  in  a  booth  demon- 
strating at  least  six  multimedia  systems 
using  Intel  Corp.'s  new  Pentium  micro- 
processor and  American  Telephone  & 
Telegraph  Co.'s  latest  digital  signal-pro- 
cessing chips.  Nearby,  an  exhibitor 
shows  off  palmtop  PCs.  And  in  private 
suites,  there  are  prototypes  of  every- 
thing from  cordless  keyboards  to  note- 
books made  of  snap-together  modules. 

The  scene  isn't  from  some  Silicon  Val- 
ley gala.  It's  Computex  '93  in  Taipei, 
and  this  annual  show  is  getting  to  be  a 
hot  stop  on  the  global  computer  circuit. 
Few  outside  Asia  have  ever  heard  of 
the  main  participants:  such  companies 
as  First  International  Computer,  Twin- 
head,  and  Compal.  But  they're  familiar 
with  the  names  of  their  customers:  IBM, 
Dell,  Apple,  and  Packard  Bell.  Increas- 


ingly, these  companies— and  dozens  of 
other  well-known  computer  makers  from 
around  the  world— are  stocking  up  in 
Taipei  with  finished  PCs  and  notebook 
computers  or  key  components  such  as 
"motherboards,"  the  main  circuit  card 
at  the  heart  of  every  computer  (table, 
page  52). 

STEALTH  fighter.  As  the  big  names  wage 
the  PC  wars  in  the  stores  and  over  800 
lines,  Taiwan's  computer  makers  are 
playing  a  critical  behind-the-scenes  role 
as  designers  and  manufacturers  of  the 
world's  PCs  and  peripherals.  Last  year, 
Taiwan's  sales  of  hardware  hit  $6.6  bil- 
lion, according  to  market  researcher 
Dataquest  Inc.  This  year,  it's  expected 
to  jump  11.7%,  to  $7.4  billion.  More  than 
half  of  that  growth  will  come  from  for- 
eign companies  selling  the  Taiwanese 
equipment  under  their  own  brand 
names.  "Taiwan  has  become  the  arms 


Hon  processing 
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dealer  of  the  computer  wars,"  says  Rob- 
ert Lo,  Intel's  manager  in  Taipei. 

Not  that  the  Taiwanese  are  growing 
fat.  Despite  the  flood  of  business,  hun- 
dreds of  manufacturers  of  desktops, 
notebooks,  and  motherboards  capsized 
last  year.  Even  the  big  guys— Acer,  Mi- 
tac  International,  and  Tatung— are  skat- 
ing on  operating  margins  as  thin  as  10%. 
"Orders  from  U.  S.  companies  are  just 
keeping  us  stable,"  says  Henry  Ma,  dep- 
uty marketing  director  at  Datatech  En- 
terprises Co.,  which  recently  won  a  big 
order  to  supply  IBM  with  motherboards. 

Despite  tight  margins,  Taiwan's 
computer  makers  are  happy  to  chase 
big  Western  buyers.  Acer  Inc.,  which 
builds  some  of  Apple  Computer  Inc.'s 
PowerBook  145  notebook  PCs,  is 
ramping  up  for  a  surge  in  foreign  or- 
ders (page  54).  So  is  rival  Compal 
Electronics  Inc.,  which  ships  about 
40%  of  its  notebook  production  to  the 
U.  S.  market.  Between  them,  the  two 
companies  exported  50,000  notebooks 
last  year  and  are  adding  major  new 
production  lines  this  year.  First  Inter- 
national Computer  Inc.,  now  the  lead- 
ing supplier  of  PC  motherboards  in 
the  world,  is  planning  Asia's  largest 
PC  plant  in  Shanghai.  Last  year,  Tai- 
wanese suppliers  were  responsible 
for  producing  an  estimated  6  million 
PC  motherboards. 
MOUSE  ROAR.  Taiwanese  suppliers  have 
also  gobbled  up  bigger  chunks  of  the 
peripherals  business.  In  the  past  two 
years,  Taiwan  has  shot  past  South  Ko- 
rea as  the  world's  top  producer  of  color 
monitors,  with  11  million  units  shipped 
in  1992.  The  island  also  leads  in  key- 
boards and  computer  mice. 

What's  more,  Taiwan  is  proving  its 
stuff  as  a  source  of  innovative  design. 
With  growing  regularity,  its  army  of 
nimble  techies,  many  of  them  trained 
at  U.  S.  universities,  are 
beating  the  West's  Goli- 
aths  to  the  market  with 
everything  from  mother- 
boards for  Intel's  super- 
charged Pentium  chip  to 
power-saving  designs  for 
"green"  PCs.  Reviewers 
in  U.  S.  trade  magazines 
have  cited  products  such 
as  Twinhead  Internation- 
al Corp.'s  new  notebook 
PCs  for  value  and  design. 
"The  Taiwanese  no  long- 
er are  relying  on  re- 
verse-engineering," says 
Daniel  A.  Heyler,  a 
Dataquest  analyst  in  Tai- 
pei. "They're  becoming 
the  pace-setters  in  cost 
performance." 

Little  wonder  the  in- 


dustry is  beating  a  path  to  Taiwan.  The 
latest  callers  aye  from  Japan,  where 
U.  S.  PC  makers  have  introduced  a  West- 
ern-style price  war.  Trading  giant  Mitsui 
&  Co.  pushes  Taiwanese  PCs  and  note- 
books at  a  new  shop  in  Tokyo's  Akihaba- 
ra  electronics  district.  Sharp  and  Fujitsu 
are  both  negotiating  with  Taiwanese 
suppliers  to  provide  inexpensive  PCs  for 
consumers. 

But  the  Taiwanese  wouldn't  have  a 
chance  in  Japan,  or  the  U.  S.  for  that 
matter,  if  they  hadn't  addressed  prob- 
lems in  quality  and  design.  For  example, 


LOOK  UNDER 
THE  COVER  AND  FIND 
'MADE  IN  TAIWAN' 


U.S.  brand 

Product 

Taiwan  supplier 

APPLE 

Powerfiookl45 

Acer 

PACKARD  BELL 

Desktop  PCs 

Tatung 

DELL 

Notebooks 

Inventec 

IBM 

Motherboards 

Datatech 

AST 

Monitors 

Compal 

NCR 

Motherboards 

First  International 

ZENITH 

Notebooks 

Inventec 

COMPUDYNE 

Notebooks 

Twinhead 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK 


when  Dell  was  looking  for  a  486-based 
notebook,  many  of  the  Taiwanese  de- 
signs had  problems  dealing  with  the 
heat  generated  from  the  microproces- 
sor, says  Rick  Germani,  a  former  Dell 
vice-president.  And  Ellen  Miller,  mer- 
chandising manager  for  Compudyne,  the 
house  brand  at  the  CompUSA  chain,  re- 
members when  Twinhead  notebooks 
were  returned  for  faulty  keyboards. 

To  gain— and  keep— picky  U.  S.  and 
Japanese  customers,  the  Taiwanese 


COMPUTEX 


93:  RAZOR-THIN  PROFIT  MARGINS  DON'T  DETER  THE  TAIWANESE 


needed  to  stay  ahead  in  both  engirter-' 
ing  and  costs.  Many  Taiwanese  cofl 

nies  have  turned  to  streamlined  devM 
ment  schemes  that  allow  designM 
move  from  concept  to  manufacturirBg 
as  little  as  two  months. 
NO  REST.  Twinhead  has  narrowed  itjnu 
cus  to  the  demanding  notebook  mafl 
Its  2-inch-thick  SlimNote,  one  of  theH 
thin  portables,  was  a  hit,  selling  n 
through  CompUSA  and  other  chanH 
This  year  Twinhead  expects  shipmM 
to  jump  35%.  But  revenues  are  exptB 
to  rise  just  9%,  to  about  $175  million™ 
fleeting  the  plunge  in  notebook  pifl 
Now,  Twinhead  is  betting  hefl 
on  the  even  smaller  SubNote,  I 
inch  by  10-inch  PC  weighing  less  H 
four  pounds  that  uses  an  IntelH 
chip.  Again,  Twinhead  is  out  fH 
and  has  landed  CompUSA  as  its  pi 
distributor.  After  two  months  of  fl 
ing,  the  retailer  has  failed  to  I 
any  quality  problems,  Compudw 
Miller  says.  "They've  made  greW 
strides  in  subnotebooks  than  amp 
else."  But  there  are  some  heavy  B 
steps  following:  Hewlett-Packard,  I 
and  other  big  PC  makers  are  laufl 
ing  subnotebooks,  too  (page  50). ■ 
Still,  the  Taiwanese  are  likelB 
get  a  big  chunk  of  subnotebook  m 
duction— no  matter  whose  nameM 
pears  on  the  outside  of  the  machS 
As  U.  S.  and  European  computer  mall 
shed  operations  to  focus  on  tt 
strengths— often  in  software  and  tH 
keting— Taiwanese  companies  should  H 
efit.  Acer,  Tatung,  and  First  InteH 
tional  are  all  revamping  their  busineH 
to  provide  one-stop  shopping  for  comM 
er  makers:  everything  from  design  « 
to  building  complete  systems  to  crea|T 
chip  sets. 

First  International's  strategy  is  toll 
erage  its  lead  in  motherboards.  AlthdJ 
it  has  been  having  si 
success  in  Europe 
its  Leo  brand  of  PCsF 
workstations,  First! 
ternational,  like  oil 
Taiwanese  comparis 
has  concluded  that/ 
better  off  as  a  sip 
partner,  supplying  w;r 
to  established  compas 
in  the  U.S.  Aire;] 
many  of  the  160.9 
motherboards  it  crsl 
out  each  month  l 
their  way  into  one-tlf 
of  the  world's  top» 
computer  companies! 

Now,  First  Inteiis 
tional  is  pushing  its i 
sign  talents,  too.  Ami 
its  latest  products 
Predator,  one  of  the 
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Lexmark 
announces 

printers 
designed  for 

crisp  blacks, 
smooth  grays, 
and  cleaner 

bines  and 


greens. 


x»r  Saver 


On* 
Off 


Lexmark  designed  its  newest  laser 
printers  to  perform  flawlessly  in  the  office 

environment.  Without  losing  sight 
of  the  global  one. 

That  's  why  all  five  of  the  new 
IBM*  LaserPrinter  4039  models 
accept  a  simple, snap-on  duplexing 
option.  Because  two-sided  printing 
saves  paper,  filing  space,  and  natural  resources. 

We  also  redesigned  the  print  process  to  be  ozone 
free.  Built  in  a  Power  Saver  mode  to  save  electricity. 
Designed  a  marathon  performance  print  cartridge  that 


u  can  cut  power  use  b\ 
i  when  the  printer  is  idle 


Lexmark 's  simple 
snap-on  duplexer 
fits  every  printer  in 
the  family,  for 
two-sided  printing 
that  saves  paper 
and  filing  space. 


goes  farther  between  changes,  creating  less 
waste.  (With  free  shipping  back  to  our 
recycling  program.  Operation  ReSource?M) 
Even  the  carton  your  LaserPrinter  arrives 
in  is  made  from  recycled  material. 

But  you  won't  pay  a  premium 
for  these  environmental  features. 
Or  for  the  RISC  processor, 
compatibility  with  PostScript"  and 
PCL5. 600-dot-per-inch  resolution, 
d  advanced  networkability  that 
2  all  standard.  In  fact,  these  new 
serPrinters  are  by  far  the  best 
lues  on  the  market  today. 
They're  the  latest  from 
Lexmark,  the  independent 
worldwide  company 
formed  from  a  division 
of  IBM.  and  dedicated 
to  a  simple  business 
plan.  Listen  to  what 
customers  want.  Bring  it 
to  market  fast.  Back  it  with  quality, 
support,  and  responsiveness. 
For  your  nearest  dealer,  call  1  800  358-5835 
(in  Canada.  1 800  663-7662). 

And  ask  about  the  intelligent  new  printers  with  an 
intelligent  respect  for  the  environment. 


IBM  Personal  Printers  by 


Lexmark's  20,000 
page  cartridge 
means  less  waste. 
And  saves  up  to 
16%  over  the 
competition's 
cost  per  page. 


Lexm4vrk 


Make  Your  Mark 


per  page  based  on  MSRPs  and  claimed  yields  at  5%  coverage  compared  to  HP  LaserJet  4  print  cartridge.  IBM  is  a  registered  trademark  of  International  Business  Machines 
oration  in  the  U.S.  and  other  countries  and  is  used  under  license.  PostScript  is  a  registered  trademark  of  Adobe  Systems  Incorporated.  Lexmark  is  a  trademark  and  Operation 
lurce  is  a  service  mark  of  Lexmark  International.  Inc  ©1993  Lexmark  International,  Inc 


i e  New  IBM  LaserPrinter  Family,  By  Lexmark.  Print  Smart. 
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PCs  to  use  Intel's  next-generation  Pen- 
tium processor.  The  mass  market  for 
Pentium-based  machines  is  perhaps  a 
year  off,  says  Executive  Vice-President 
Peter  0\v.  In  the  meantime.  Predator 
will  "establish  our  position  as  a  market 
leader,"  he  says.  Another  new  product  is 
Telemedia.  a  multimedia  card  contain- 
ing AT&T's  3210  digital  signal  processor, 
which  reproduces  voices  and  stereo 
sound. 

YOUNG  GUNS.  With  annual  sales  growth 
averaging  75%,  the  S230  million  First 
International  aspires  to  be  a  multibil- 
lion  dollar  electronics  group  by  the  end 
of  the  decade.  In  addition  to  drawing 


up  plans  for  its  Shanghai  plant,  which 
by  yearend  could  be  capable  of  turning 
out  some  300,000  PCs  a  year,  the  compa- 
ny is  boosting  production  of  its  high- 
speed scanners,  now  being  distributed 
by  Dell,  and  is  launching  a  486-based 
color  notebook.  Sister  companies  plan 
to  produce  batteries,  monochrome  LCD 
screens,  and  1.8-inch  hard  disks.  That 
will  give  it  control  of  key  components 
for  notebook  PCs. 

First  International's  ambitions  and  its 
obstacles  illustrate  the  predicament  of 
Taiwanese  manufacturers.  Already,  doz- 
ens of  local  upstarts  are  gunning  for  the 
company's  motherboard  business— throw- 


ing in  free  software  and  operatir 
breakeven  to  gain  market  share,  ft 
while,  technological  leaps  such  as  L 
Pentium,  which  enables  PCs  to  per 
like  mainframes,  make  it  even  mor< 
ficult  and  costly  to  keep  up  witl 
demands  of  Silicon  Valley.  But  wit 
growing  prowess  in  manufacturing 
sign,  and  turnaround  time,  Taiwan 
relinquish  its  role  easily.  As  long  a 
price  wars  rage,  the  world's  com] 
companies  will  find  it  harder  and  h; 
to  hide  the  "Made  in  Taiwan"  label 
By  Pete  Engardio  in  Taipei, 
George  Wehrfritz,  Neil  Gross  in  1 
and  Peter  Burrows  in  Dallas 


ACER:  UP  FROM  CLONES — AND  THEN  SOME 


With  less  than  1%  of  the  PC 
market,  sluggish  sales,  in- 
ventory problems,  and  S90 
million  in  losses  in  the  last  three  years, 
it  seemed  Acer  Group  would  never 
thrive  in  the  U.  S.  But  rather  than 
fade  from  the  scene,  Acer  actually  is 
digging  in  and.  thanks  to  a  sharp  turn- 
around in  the  U.  S..  Tai- 
wan's largest  maker  of 
computers  and  semiconduc- 
tors expects  net  profits  to 
triple,  to  S30  million,  this 
year,  on  sales  of  S1.4  bil- 
lion. That's  still  a  modest 
profit  but  a  nice  change 
from  the  S25  million  loss  of 
two  years  ago. 

The  rebound  came  from 
a  streamlined  assembly 
process  and  brisk  sales  of 
inexpensive  PCs  through 
such  chains  as  Wal-Mart 
Stores  Inc.  and  CompUSA 
Inc.  It  also  stems  from  a 
rush  of  orders  from  big- 
name  PC  companies  that 
buy  from  Acer  rather  than 
build  their  own. 

What's  more,  Acer  is  starting  to  see 
a  payoff  from  its  investments  in  engi- 
neering. In  May,  it  came  out  with  a 
souped-up  PC  using  a  Rise  (reduced  in- 
struction-set computing  i  chip  and  run- 
ning Microsoft  Corp.'s  new  Windows 
NT  operating  system.  Acer  now  offers 
"an  enticing  amount  of  innovation  with- 
out jacking  up  the  price,"  says  Leslie 
Fiering.  a  consultant  with  Gartner 
Group  Inc. 

Cofounder  Stan  Shih  is  dusting  off 
his  dream  of  transforming  the  17-year- 
old  company  into  one  of  the  world's 
five  top  computer  companies.  That 
dream  seemed  to  be  fading  in  the  past 
five  vears  as  Shih  blew  S100  million 


on  two  ill-fated  acquisitions  in  the  U.  S. 

Now.  rather  than  focus  only  on 
Acer's  brand-name  products  in  the 
U.  S.,  where  it's  overwhelmed  by  the 
industry  giants,  Shih  says  he's  happy 
to  see  up  to  40%  of  his  output  sold 
under  other  brands.  Earlier  this  year, 
Apple  Computer  Inc.  contracted  some 


STAN  SHIH'S  ONE-TWO  PUNCH:  INNOVATIVE  PRODUCTS  AND  PLANTS 


of  the  production  of  its  popular  Power- 
Book  145  notebooks  to  Acer,  a  deal 
that  W.I.  Carr  (Taiwan)  Ltd.  analyst 
Dickson  Ho  estimates  to  be  worth  S100 
million  this  year. 

A  SNAP.  With  capacity  lor  building 
everything  from  inexpensive  color  mon- 
itors to  complete  PCs  and  complex  cus- 
tom chips.  Acer  is  well  prepared  when 
the  computer  makers  come  shopping 
in  Taiwan.  Acer  is  among  the  world's 
top  10  producers  of  color  monitors  and 
keyboards,  and  Shih  hopes  to  move 
his  wafer-fabrication  venture  with  Tex- 
as Instruments  Inc..  now  devoted  to 
memory  chips,  into  microprocessors. 
Shih  is  also  streamlining  manufac- 


turing around  the  world.  Acer  Air 
Corp.  used  to  get  finished  PCs 
Taiwan  by  boat.  By  the  time  they 
ed,  the  machines  were  overpricet 
solete,  or  both.  In  1992,  the  subs 
ary  began  assembling  PCs  in  San  J< 
Calif.,  from  motherboards  airlifted  fi 
Taipei.  Since  then,  Acer  America 
boosted  output  60%, 
16.000  units  a  month,  w 
cutting  its  work  force  2 
to  500  people. 

Now.  Shih  is  convert 
all  30  assembly  sites 
modular  assembly— cr< 
ing  PCs  from  major  coir 
nents  that  snap  togetl 
Ultimately.  Shih  says, 
system  will  be  so  easy  t 
dealers  will  be  able  to 
semble  custom  PCs  w 
parts  from  regional  dis 
bution  centers,  much 
McDonald's  Corp.  sells 
patties  to  franchisees. 

Not  everyone  is  sold 
Shih's  vision.  Says  one 
icon  Valley  consulta 
"Acer  is  still  makin 
plethora  of  "me-too"  products"  sue 
printers  and  fax  machines.  These 
forts  could  divert  energy  from  pus 
hit  products.  And  with  thin  mar 
in  PC  hardware  and  big  cash  dr 
such  as  Acer's  unprofitable  mem 
chip  plant.  Gartner's  Fiering  says, 
concern  is  their  financial  stability.* 
Shih  now  figures  his  route  to  sta 
ity  may  be  to  "become  more  and  m 
important  as  a  supplier  for  every 
else."  That  may  not  make  Acei 
household  name  in  the  U.  S.  Bui 
could  someday  make  Acer  the  big-t 
player  Shih  always  wanted  it  to  be 

By  Pete  Engardio  in  Taipei,  with 
Gross  in  Tokyo 
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The  First  One  Million  Americans 
Who  Respond  To  This  Incredible  Offer 
Will  Receive  New  Kiplinger's™  CA-Simply  Money  For  FREE. 


Introducing  The  Easiest, 
Xiickest  And  Smartest  Personal 
Finance  Software  In  The  World. 

your  spending  out  of  control?  With 
iplinger  s  CA-Simply  Money,  you  can  get 
I  the  financial  rollercoaster  and  on  the 
ith  to  financial  freedom.  Write  checks 
ith  a  click  of  the  mouse.  Balance  your 
leckbook.  Create  a  monthly  budget  and 
introl  your  expenses.  What  used  to  take 
xirs  now  takes  just  minutes. 

It's  that  quick  and  easy.  And 

jSpJ   'ts  'ust  P'a'n  smart-  Kiplinger's 
c'osoft    CA-Simply  Money  puts  you  in  to- 
mpatble   tal  control  of  all  your  finances  so 
hi  can  make  smarter  decisions. 

"Kiplinger's 
CA-Simply  Money 
makes  everything 
simple  and 
easy.  For  the 
veiyjirst 
rune,  I'm 
in  total 
control  of 
all  of  my 

40%    0*  «  Jlnanasr 


A  Fersonal  Financial  Advisor 
Filled  With  Expert  Advice 
From  Kiplinger. 

For  more  than  70  years,  Kiplinger  has  been 
the  first  name  in  personal  finance.  Now 
their  expert  financial  and  tax  advice  will  be 


right  at  your 
fingertips. 

To  prove 
how  simple  and 
easy  Kiplinger's 
CA-Simply 
Money  is,  we're 
offering  a  FREE 
copy  to  the  first 
one  million 
Americans  who 
ask  for  it. 

That's 
right.  You  can 
get  this  $69.99 
product  FREE. 

But  you  have  to  act  fast.  Pick  up  the 
phone  right  now  and  order  your  FREE  copy 
before  we  run  out. 


New  Kiplinger's 
CA-Simply  Money  Covers 
Simply  Everything: 

Kiplinger's  Financial 
Advisor 

Checking  and  Savings 
Investment  Tracking 
Tax  Reports 
Automatic  Budgeting 
Computerized  Check 
Writing 
Credit  Cards 
IRAs/401(k)s 
Modem  Stock  Update 
Mortgages 
Financial  Calculators 
Memorized  Transactions 
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For  A  FREE  Copy  Of 
Kiplinger's  CA-Simply  Money 
Call:  1-800-FREE-MONEY 
Dept.A-1901 


QOMPUTER 
riSSOOATES 

Software  superior  by  design. 


Kiplinger's  CA-Simply  Money 

'There  is  a  nonrefundable  Sfc ,95  shipping  and  handling  charge  Have  your  credit  card  ready  Visa.  Mastercard.  AmEx  accepted  One  copy  per  household  Onlj  available 
in  the  continental  US.  Windows  3  1  and  minimum  2Mb  RAM  required  - 1  Computer  Associates  International.  Inc ,  One  Computer  Associates  Plaza.  Islandia,  NY  11788- 
7000  Kiplinger's  is  a  trademark  ofThe  Kiplinger  Washington  Editors,  Inc  All  product  names  referenced  herein  arc  trademarks  of  their  respective  companies 
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SOFTWARE 


THIS  MAGAZINE  COULD 
BE  ON  YOUR  PC  SCREEN 


Breakthrough  software  now  offers  the  look  of  glossy  publications 


From  its  Freeport  (Me.)  headquar- 
ters, L.  L.  Bean  Inc.  ships  out  more 
pounds  of  paper  than  pounds  of  its 
famous  Maine  hunting  boots.  The  retail- 
er prints  some  130  million  copies  of  its 
colorful  catalogs  per  year  and  mails 
them  to  millions  of  U.  S.  households. 
The  bulk  of  its  catalog  costs  are  paper, 
ink,  and  postage.  But  what  if  those  costs 
could  be  eliminated?  And  what  if  Bean's 
savings  were  multiplied  by  those  from 
countless  newsletters,  magazines,  books, 
newspapers,  and  corporate  documents? 

Electronic  publishing  has  been  an  elu- 
sive dream  for  years  because  everyday 
paper  documents  are  actually  rather 
complex.  Take  a  page  of  this  magazine: 
The  headlines,  the  subheads,  the  by- 
lines, the  captions,  and  the  words  in  the 
stories  are  all  printed  in  different  type- 
faces and  sizes.  And  while  magazines 
are  now  composed  on  computers  using 
desktop-publishing  software,  each  pro- 
gram has  its  own  typefaces  and  formats 


Adobe's  stock  has  soared  to  72,  up  from 
31  in  January.  Adobe's  new  Acrobat 
electronic-publishing  software,  unveiled 
June  15,  could  quickly  become  a  billion- 
dollar  business  for  the  $266  million  com- 
pany, some  analysts  figure.  More  likely, 
Acrobat  will  be  a  $100  million  business 
in  two  or  three  years,  says  Morgan 
Stanley  &  Co.  analyst  Mary  G.  Meeker. 
DIGITAL  SNAPSHOT.  Even  before  futur- 
istic superhighways  bring  digital  docu- 
ments to  your  living  room,  Acro- 
bat and  No  Hands'  competing 
Common  Ground  package  could 
be  hits.  Just  putting  corporate 
documents,  such  as  employee  di- 


file  now  in  Adobe's  pervasive  PostSj 
format,  a  standard  for  printing 
uments.  The  $35  Reader  is  for  viev 
searching  through,  and  printing  the  I 
uments,  while  the  $145  Exchange! 
readers  add  their  own  information.  I 
ad  libitum.  No  Hands,  based  in 
mont,  Calif.,  takes  a  different  apprc 
Its  $190  software  for  Macintoshes 
a  digital  snapshot  of  every  docur 
element,  without  understanding  exd 
what  they  are.  So  it  has  limited  seq 
ing  abilities.  But  pages  in  Com 
Ground  format  have  some  advant 
over  Acrobat.  They  use  less  disk  si 
And  No  Hands  allows  publishers  to 
away  a  viewer  program  with  their  c 
ings.  To  popularize  it,  No  Hands  P 
dent  Anthony  Stayner  says  he's  n 
tiating  a  deal  with  a  multibillion-d 
company.  He  won't  name  names, 
Microsoft,  Apple  Computer,  and  Ar 
can  Telephone  &  Telegraph  are 
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Fit.  Fabric  and  Workmanship- 
Tested  by  L.L.Bean  to 

Assure  High  Quality 


for  pictures  and  graphics.  So  if  you 
wanted  to  take  the  electronic  file  of  a 
page  that  is  zapped  to  business  week's 
printing  plants  and  channel  it  to  readers 
over  an  information  superhighway,  you'd 
have  to  make  sure  every  reader  had  all 
the  same  software  that  the  magazine 
uses— a  costly  and  unlikely  proposition. 

Enter  desktop-publishing  pioneer 
Adobe  Systems  Inc.  and  a  20-employee 
startup  called  No  Hands  Software  Inc. 
Each  claims  it  has  a  way  to  distribute 
electronically  any  document— no  matter 
how  complex— and  have  it  appear  on 
every  screen  just  as  it  would  on  paper. 
Investors  like  the  idea  so  much  that 


USING  ADOBE'S  NEW 
ACROBAT,  L.L.  BEAN'S 
CATALOG  KEEPS  THE 
SAME  TYPEFACES  AND 
GRAPHICS  AS  ON  PAPER 


rectories  and  technical  manuals, 
on  a  network  is  a  big  opportu- 
nity. John  E.  Warnock,  Adobe's 
CEo,  figures  that  a  billion  bytes 
of  computer-disk  capacity- 
enough  to  store  200,000  complex 
document  pages— now  costs  about  $2,000, 
or  about  a  penny  a  page.  Once  on  disk, 
they  can  be  searched  anytime  by  anyone 
on  the  network  with  no  added  distribu- 
tion costs.  "It's  cheaper  to  buy  a  comput- 
er lor  each  employee  than  to  keep  send- 
ing them  all  that  paper,"  he  says. 

Making  this  practical,  says  Warnock, 
is  the  "portable  document  format,"  or 
PDF,  from  his  Mountain  View  (Calif.) 
company.  Running  on  networks  of  Apple 
Macintosh  and  IBM-compatible  PCs,  the 
PDF  allows  documents  authored  in  differ- 
ent applications  programs  to  be  ex- 
changed. Acrobat  comes  in  three  parts: 
Tlic  $0!>5  Distiller  converts  into  PDI  any 


ities— each  is  exploring  digital  publisW 
Whether  this  technology  will  pavel 
way  to  a  mass  market  for  digital  bd| 
and  periodicals  is  far  from  certain.  I 
body  knows,  for  instance,  if  ordiijl 
consumers  will  want  to  spend  time  rfl 
ing  articles  on  computer  or  TV  screB 
They  could  just  call  up  certain  pm 
and  print  them  out.  But  will  they  pafl 
a  per-page  basis?  Also,  what  hapujl 
to  advertising?  Electronic  searcH 
makes  it  easy  to  ignore  ads. 

Still,  publishers  are  eagerly  exdt 
menting.  Ziff-Davis  Publishing  Co.  ial 
ing  Common  Ground  for  an  on-line  fif 
page  of  its  Mac  Week  newspaper— witSJ 
advertising.  Hughes  Aircraft  Co.  is  uij 
it  for  newsletters.  Among  Acrobat'sB 
early  customers  are  the  The  New  M 
Times,  for  its  fax  edition,  and  McG«§ 
Hill  Inc.,  for  Byte  magazine.  R.  R.  Di 
nelley  &  Sons,  the  largest  U.  S.  en 
mercial  printer,  is  helping  custo™ 
implement  Acrobat.  Among  the™ 
L.  L.  Bean,  which  is  testing  it  for  ei< 
tronic  catalogs.  So  one  day,  you  M 
find  yourself  hunting  for  a  pair  of  tnl 
Maine  hunting  boots  with  a  mouse.  I 
By  Evan  I.  Sch  wartz  in  New  W 
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SPECIAL     ADVERTISING  SECTION 


HEALTH 
CARE  and 
AMERICAN 
BUSINESS 

The  Problems, 
The  Promise 

In  The  Wizard  of  Oz. 
L.  Frank  Baum  traces  Dorothy's 
journey  from  Kansas  to  Oz  and 
back  again.  During  their  pilgrim- 
age "down  the  yellow  brick  road.  " 
Dorothy  and  her  dog  team  up 
with  the  Cowardly  Lion,  the 
Scarecrow,  and  the  Tin 
Woodsman.  To  the  group,  a 
Wizard  offers  cures  and  solutions 
proyided  they  first  go  on  a  dan- 
gerous journey. 

While  traveling,  Dorothy 
and  her  friends  take  risks  and 
make  sacrifices.  They  make  diffi- 
cult choices,  and  rely  upon  each 
other.  They  learn  to  look  at  the 
world  differently.  They  mature. 
For  many  Americans  an 
encounter  with  the  health-care 
system  is  like  an  unscheduled 
trip  to  the  land  of  Oz.  Oz  is  pow- 
erful and  holds  tremendous 
promise. 

But  for  others.  Oz 
appears  to  offer  more  than  it 
actually  does.  And  the  "man 
behind  the  curtain  "  may  haye 
less  magic  than  he  would  like  you 
to  belieye. 


3 


D 

^P^^^  eople  are  living  longer. 

medical  treatments  are 
greatly  improved,  and  whole  illness- 
es are  being  eliminated.  Americans 
are  expecting  more  from  the  health- 
care industry.  But  individual 
responsibility  for  maintaining  good 
health  and  effectively  purchasing 
health  care  is  declining  and  so  is 
health-care  purchasing  power. 
Americans  are  looking  for  more  ser- 
vices, assurances,  and  guarantees 
from  their  health-care  industrv. 

Whereas  Dorothy  and  her 
troop  had  to  find  only  one  Wizard  in 
the  land  of  Oz.  health-care  Oz  is  far 
more  complex.  The  landscape  is 
uncharted  and  constantly  evolving. 
There  is  no  yellow  brick  road.  There 
are  many  wizards,  and  each  wizard 
maintains  a  separate  agenda  and 
exacts  different  costs. 

Today,  health  care  is  politi- 
cally hot.  It  is  repeatedly  cited  as  the 
concern  most  affecting  Americans 
and  their  voting  behavior.  As  health 
care  consumes  an  increasing  per- 
centage of  the  corporate  dollar,  com- 
panies are  seeking  a  voice  in  its 
restructuring.  Although  the  biggest 
companies  pay  the  biggest  bills, 
smaller  businesses  are  also  hard  hit 
by  health  care.  Ability  to  provide 


benefits  is  becoming  a  crucial  com- 
petitive recruitment  factor  in  the 
business  community.  At  the  indivic 
ual  level,  health  care  is  purchased 
imprudently,  and  is  misunderstood 
by  most  Americans,  who  do  not 
know  how  to  buy  and  consume 
health-related  services.  Consumers' 
expectations  are  further  clouded, 
since  the  topic  raises  emotional  con 
cerns.  like  mortality  and  freedom  of 
choice.  The  insurance  industry  is 
being  forced  to  examine  its  responsi 
bilities  not  only  to  its  clients,  but  to 
its  shareholders,  and  to  society  at 
large.  Industry  leaders  are  question- 
ing practices  that  limit  coverage.  R 

Assumptions  about  the 
business  of  medicine  are  being 
debated.  Health-care  providers  see  | 
themselves  as  "under  siege"  as  the 
cost  and  the  value  of  health-care 
services  are  questioned.  The  actual 
practice  of  medicine  is  also  being  re. 
evaluated.  Providers'  practices  are 
monitored  and  defensive  medicine 
is  the  norm. 

The  pharmaceutical  indus- 
try, which  has  actively  contributed 
to  America's  leadership  in  health 
care,  sees  government  regulations  a; 
a  direct  threat  to  future  research 
advances. 


^  plus  A  Cure  for  the 
Spiraling  Costs  of  Your 
Prescription  Benefits 


SCRIPT  PLAN  PLUS  has  been  chosen  by  over 
800  companies  and  organizations  representing 
more  than  5  million  people  nationwide  as  the 
solution  to  remedy  the  spiraling  costs  of  prescription 
benefit  plans. 

SCRIPT  PLAN  PLUS  is  an  innovative,  integrated  and 
flexible  program  combining  the  following  options: 

■  SCRIPT  PLAN: 

Our  in-store,  nationwide  network  of  more  than 
30,000  pharmacies  anchored  by  Osco  Drug  and 
Sav-on  Drugs  offering  quick,  easy  access  for  your 
members. 

■  RX  AMERICA: 

Our  mail  service  program  offering  substantial 
savings  on  maintenance  medications  delivered 
directly  to  your  members'  homes. 


Script  Plan  Plus  integrates  store  and  mail  service 
through  an  on-line,  real  time  claims  adjudication 
system.  The  end  result  for  you  is  fewer  headaches, 
less  paperwork,  integrated  in-depth  management 
reports  which  are  easy  to  read,  and  a  single  source 
supplier  to  deal  with — us! 


i  i  am* 


A* 


u.s.  ;• 

MAIL 


Script  Plan  Plus  will  provide  unparalleled  customer  service  both  to  you,  and  to  your 
members.  Whatever  your  particular  needs,  we  will  offer  a  cost  effective,  workable  solution 
for  you. 

To  receive  your  free  packet  explaining  Script  Plan  Plus,  or  if  you  would  like  to  speak  to  one 
of  our  Managed  Care  Specialists  directly,  please  call  1-800-999-1242. 

Osco  Drug   America    Savon  drugs 

A Divisions  Of 
AMERICAN  DRUG  STORES 

181 8  Swift  Drive  Oak  Brook,  IL  60521 


Public  health-care 
programs — especially  Medicaid 
and  Medicare  —  are  becoming  more 
costly  and  less  effective.  Federal, 
state,  and.  local  governments  are 
saddled  with  the  escalating  costs. 

Amidst  all  this  confusion, 
government  gridlock,  partisan  inter- 
ests, and.  private  lobbying  efforts 
are  causing  a  health-care  myopia 
that  exacerbates  existing  problems 
and  precludes  a  national  vision  on 
health-care  reform. 

As  long  as  health  care 
operates  in  a  free  marketplace  and 
research  continues  to  improve 
existing  treatments  and  extend 
longevity,  simplification  of  the 
health-care  environment  is  not  like- 
lv.  Successful  restructuring  of  the 
existing  health-care  system  will 
require  immense  compromises. 

The  Central  Issues 

A  Access:  Can  America  ensure 
access  to  quality  care  for  all  citi- 
zens, and  still  respect  what  has 
become  the  cultural  norm  of  free 
choice  when  selecting  health- 
care providers9 
A  Level  and  quality  of  care 
Can  the  nation  determine 
what  is  appropriate  care 
while  ensuring  fair 
distribution  of  health-care 
resources? 

A  Accountability:  Can  a  sys- 
tem be  designed  that  affords 
accountability  to  both  the 
patient  and  society? 
A  Paying  the  cost:  How  can 
America  finance  a  restructured 
health-care  system  so  that 
the  costs  and  benefits  are 
distributed  fairly? 


Riding  the 
Twister — 

How  Did  We 
Get  Here? 


Dorothy  saw  the  impossible,  like 
witches  flying  on  broomsticks,  and 
she  was  forced  to  construct  a  new 
sense  of  reality.  Americans — many 
of  whom  do  not  fully  understand 
the  structure  and  dynamics  of 
today's  health-care  system  —  feel 
like  they.  too.  are  being  transported 
by  a  twister.  They  are  being  moved 
to  a  less  familiar  health-care  world 
where  there  are  new  rules  and  a 
different  language. 


umerous  interacting 
forces  resulted  in  the 
health-care  twister, 
including  fortv  vears 
unmanaged  evolution  during  whi 
health  care  was  inexpensive  and 
easily  obtained. 

Today  most  health  care  i 
neither  cheap  nor  easily  obtained 
nor  well  managed.  Defining  who  : 
and  is  not  insured  shapes  the  pro! 
lem  of  access,  while  levels  and 
quality  of  care,  arid  accountability 
must  be  considered  within  the  coi 
text  of  the  escalating  health-care 
cost  spiral. 


Defining  the  Uninsured 

Some  73  percent  or  over 
158  million  non-elderly  (under  age 
65)  Americans  are  protected  by  so: 
form  of  health  insurance.  The  num- 
ber of  Americans  without  health 
insurance,  both  in  number  and  as  a 
percentage  of  the  population,  has 
been  increasing  steadily  for  the  pas 
several  years.  The  Healthcare 
Leadership  Council  suggests  that 
"cost  shifting*'  from  the  uninsured  I 
can  increase  insured  groups'  health! 
care  bills  by  up  to  15%. 

Despite  a  lack  of  agreemel 
on  the  number,  it  is  recognized  thl 
the  uninsured  have  an  impact  upq 
the  entire  system.  The  uninsured  I 
generally  do  not  have  a  regular 
health-care  provider.  They  receiva 
neither  preventative  care  nor  earhl 
treatment  for  acute  illnesses,  seek! 
ing  treatment  only  after  an  accideJ 
or  most  frequently  when  an  acute  J 
illness  has  become  life-tdireateninJ 
In  both  cases  treatment  is  sought  a 
the  highest-cost  facilities,  usually  1 
emergency  rooms. 

The  Cost  of  Health  Care 

Health-care  costs  —  both 
absolutely  and  as  a  percentage  of 
the  gross  domestic  product  —  havi 
been  increasing  steadily  for  the  pc 


Wlien  you  choose  a  Managed 
Care  and  Employee  Benefits  pro- 
gram it  affects  more  than  your 
company's  bottom  line.  It  affects 
the  lives  of  your  employees  and 
their  families.  Winch  is  why  The 
Travelers  is  committed  to  provid- 
ing both  savings  and  quality  for 
the  people  you  trust  and  the  people 
they  love. 

We  offer  your  employees 
the  caring  and  expertise  of  over 
100,000  health  professionals  in 
more  than  130  major  metropolitan 
areas,  as  well  as  a  nationally  recog- 
nized wellness  and  counseling 
program  tliat  is  preventing  illness 
through  innovation. 

And  our  Managed  Care  Sys- 
tem can  be  customized  to  provide 
your  company  with  the  flexibility 
to  make  the  most  of  your  benefit 
dollars.  In  fact,  we've  actually 
reduced  the  rise  in  health  care  costs 
for  our  customers  by  over  30% . 


With  one  of  America's  largest  managed  care  networks, 
we  understand  the  importance  of  taking  care  of  one  another. 


But  most  importantly,  we 
offer  a  program  tliat  recognizes  one 
truth  for  employer  and  employee 
alike  —  the  greatest  wealth  of  all  has 
little  to  do  with  money. 


,  Hartford,  CT  06183 


Thelravelers  j 

AMERICA'S  UMBRELLA' 
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decade.  One  analysis  suggests  that 
health  care  assumes  a  greater  per- 
centage of  the  gross  national  product 
than  education  and  defense  spend- 
ing combined.  Without  changes  in 
the  current  system,  the  nation's 
health-care  costs  will  exceed  1  tril- 
lion dollars  within  the  next  3  years. 

Health-care  inflation  far 
exceeds  the  general  inflation  rate. 
While  economists  assert  that  the 
American  economy  cannot  continue 
to  sustain  increases  in  health-care 
inflation  that  outpace  the  general 
inflation  rate,  there  is  little  agree- 
ment on  ways  to  manage  health-care 
inflation.  Proposals  to  restrict  or 
limit  care  are  viewed  as  draconian 
or  partisan,  while  others  that  funda- 
mentally alter  Medicare  or  other 
entitlement  programs  are  deemed 
politically  incorrect. 

The  Health-Care  Work  Force 

The  health-care  industry  is 
a  leading  source  of  American 
employment.  One  in  six  new  jobs 
created  during  the  past  decade  is 
linked  to  the  health-care  industry. 
These  positions  include  skilled  tech- 
nicians and  paraprofessionals.  and  a 
massive  administrative  infrastruc- 
ture. While  these  jobs  have  con- 
tributed to  the  cost  problem,  their 
elimination  could  have  devastating 
economic  effects. 

Salaries  of  health-care 
providers  drive  the  awful  cost  spiral. 
The  American  Medical  Association 
reports  that  the  average  physician's 
income  in  1991  was  in  excess  of 
$191,000.  Complementing  the 
increased  salaries  for  physicians  is  a 
significant  increase  in  the  salaries 
for  other  health-care  providers,  such 
as  nurses. 

Technology  and 
Pharmaceuticals 

Health-care  technologies 
and  pharmaceuticals,  as  tools,  often 
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provide  cost-effective  testing  and 
treatment.  However,  these  products 
are  costly  and  seen  as  leading  cost 
drivers.  For  example,  diagnostic 
imaging  (ultrasound)  can  eliminate 
the  need  for  more  expensive 
exploratory  surgeries.  At  the  same 
time,  these  techniques  can  cost  three 
to  four  times  more  than  traditional 
X-rays.  Similarly,  drug  therapies, 
while  expensive,  can  eliminate  the 
surgery,  reducing  the  direct  medical 
expenditures  by  up  to  85  percent. 

Pharmaceutical  companies' 
pricing  policies  are  identified  as 
another  contributor  to  the  cost  spi- 
ral. Although  heavily  regulated 
during  the  research  and  develop- 
ment phases,  existing  patent  laws 
afford  pharmaceutical  companies 
significant  freedom  to  price  their 
products  upon  FDA  approval.  From 
the  mid-1980s  to  1992,  prescription 
drug  sales  increased  by  39  percent. 
During  the  same  period,  the  most 
frequently  prescribed  drugs  doubled 
in  price,  with  an  overall  price 
increase  of  80  percent. 

To  preclude  federal  regula- 
tion, most  leading  pharmaceutical 
manufacturers  are  now  voluntarily 
limiting  price  increases  on  existing 
products. 


The  Insurance  Industry 

Between  1987  and  1991, 
the  cost  of  health  insurance  for  a 
single  individual  increased  by  neai 
ly  80  percent  and  over  70  percent 
for  a  family.  All  insurers  try  to 
reduce  their  risk  by  insuring  the 
largest  companies,  where  premiurr 
are  based  upon  the  companv's 
experience  and  risks  are  lower. 
Insurers  who  provide  service  to 
small  employers  and  individuals 
base  premiums  not  upon  exper- 
ience, but  on  some  industry  or 
community  rating. 

Hospitals  and  Changing 
Patterns  of  Practice 

During  the  80s,  the  averag 
hospital  cost  grew  from  $250  to  $7 
per  day.  Cost  increases  are  attribut 
able  to  staff  increases  and  ensure  1 
that  existing  facilities  are  technolo; 
cally  current.  Hospital  costs  are  no 
absorbed  equally  by  all  payors. 
Private  payors  subsidize  costs  not 
assumed  by  Medicare,  Medicaid,  | 
and  the  uninsured. 

Malpractice  and  Fraud 

The  American  Medical 
Association  asserts  that  rapidly 
increasing  malpractice  premiums, 
fears  about  costly  settlements  and 
highly  visible  court  cases  all  con-  » 
tribute  to  the  costly  piactice  of 
"defensive  medicine,"  in  which  dc 
tors  order  tests  and  undertake  othe 
expensive  actions  just  to  protect 
themselves  from  egregious  charges 
of  malpractice. 

Health-care  fraud,  accord 
ing  to  a  1992  report  to  the  Attorne; 
General,  is  an  increasingly  costly 
and  systemic  problem  that  affects 
consumers  nationwide.  The 
Department  of  Commerce  estimate 
that  health-care  fraud  accounted  ft 
some  ten  percent,  or  nearly  82  bil 
lion  dollars  of  all  health-care 
expenditures  in  1992. 


THE  PFIZER  HEALTHCARE  SERIES 


You  can  tell 
high  blood  pressure 
by  these  symptoms: 


(Very  often,  there  are  none!) 


It's  hard  to  believe  that  over  35  million  Americans  have  a  dangerous  disease. .  .very 
often  without  a  symptom.  But  that's  what  high  blood  pressure  (hypertension)  is  like. 
A  hidden  illness,  yet  one  of  the  easiest  to  detect— and  to  treat.  Untreated,  it  can  affect 
your  brain  (stroke),  your  vision,  heart  (infarction),  blood  vessels  and  kidneys.  Anyone 
can  be  affected,  although  factors  such  as  age,  sex,  race  or  family  background  play  a  role. 

Fortunately,  there's  plenty  that  can  be  done  to  treat  this  condition.  Only  your 
doctor  can  diagnose  hypertension,  but  you  can  help  head  it  off  through  healthier  liv- 
ing—reducing weight,  cholesterol,  salt  intake,  stress,  anxiety  and  stopping  smoking.  An 
improved  lifestyle,  and  blood  pressure-controlling  medicines  can  substantially  lower 
your  risk  for  heart  attacks  and  stroke.  But  the  first  step  is  to  see  your  doctor 

For  a  poster-sized  reprint  of  this  messaqe,  write:  Pharmaceuticals  Group, 
Pfizer  Inc,  P.O.  Box3852H,  Grand  Central  Station,  New  York,  NT  10163. 
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of  better 

health  from  A  PARTNER  IN  HEALTHCARE' 


YOU 

probably  feel  like  the 


We'd  like  to  suggest  you're  the 

salmon. 


(NOW,  LET  S  TALK  DISABILITY  INSURANCE. 


happens  like  this.  You're  young.  You  re  healthy.  You're 
ning  along  when,  POWl 

ybody  goes  through  life  planning  to  be  disabled.  But,  the 
one  out  of  four  of  us  will  suf  fer  some  kind  of  disability 
lifetime.  So  what  should  zee  do?  Horry?  Run?  Hide? 
'".  have  a  few  thoughts  on  that  subject.  We're  Unum,  the 
1  provider  of  disability  insurance  coverage.  And  if 
'arned  anything  in  our  145 years  in  the  business,  it's  that 
hip  means  more  than  just  offering  a  handful  of  policies 
promise  to  be  there  when  it  counts.  It's  about  thinking 
•tly  from  other  companies.  It's  about  ///inking  ahead, 
tw?  By  pla)nii)ig  to  give  people  the  help  they  need  when 


they're  disabled.  Whether  it's  through  an  individual  or  group 
polity  or  a  combination  of  both.  And  by  making  sure  that  any 
transition  from  short-term  to  long-term  coverage  is  as  smooth 
and  painless  as  possible. 

Meanwhile,  we've  heard  some  good  news:  We're  all  living 
longer.  So  how,  we're  even  planning  for  that.  Our  long  term 
care  coverage  can  give  people  back  their  most  valuable  ability 


of  all.  The  ability  to  remain  indepi 
It's  simple.  We  offer  more  uniqi 
/ions  than  anyone  in  the  business. 


people  need  help,  they  ret  it.  Just  like  that.     T  T 

Unum 

Here's  to  a  long  life.  We  see  farther. 


lit'  invite  you  to  union  1  your  broker  for  nunc  information. 


With  Wausau,  your  employees'  group  health  claims  are  always  handled 
by  the  same  claim  service  representatives.  They  know  your  business.  They 
know  your  employees  and  their  concerns.  Because  claims  are  better 
handled  when  they're  handled  personally. 


WAUSAU 

I  NATIONW  IDE*  INSURANCE  GROUP 


EEZ 


What's 
This  for 
Me? 


Dorothy  was  helped  by  Oz's 
citizens.  However,  all  of  them, 
including  her  closest  friends,  had 
an  interest  in  Dorothy's  success. 
For  example,  the  Tin  Woodsman 
might  gain  a  heart,  the  Cowardly 
Lion  could  get  some  courage,  and 
the  Scarecrow  acquire  brains. 
Luckily  there  was  only  one  Wizard 
and  there  were  no  losers; 
health-care  reform  Oz  is  different. 


o  fewer  than  fifteen  dif- 
ferent stakeholder 
groups  are  promoting  their  own 
distinct  vision  of  an  equitable 
health-care  system.  In  general  terms 
any  significant  change  will  require 
a  culture  shift  in  how  Americans  — 
consumers  and  providers  —  think 
about,  pay  for,  and  consume  health 
care.  Most  every  proposal  implicit- 
ly or  explicitly  requires  greater 
individual  responsibility. 

Every  proposal  has  its 
price.  Increased  access  guarantees 
increased  costs.  While  some  of  the 
costs  can  be  absorbed  by  reducing 
fraud  and  improving  administra- 
tion, the  sizable  balance  will  have 
to  be  absorbed  through  increased 
taxes  and/or  restructuring  the 
delivery  system. 

The  National  Center  for 
Policy  Analysis  argues  that  most 
Americans  appreciate  neither  the 


Wausau  Insurance  Companies,  2000  Wtstwcxxl  Dr ,  Wausau,  Wl  54401  1-800-542-5408  A+  AM  Best  toung 
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)St 

ir  the  true 
due  of  health  care, 
hey  suggest  increased  individual 
isponsibility  for  purchasing  and 
lying  for  health  care  will  change 
titudes,  consumption  patterns, 
id  ultimately  control  costs.  To  do 
lis,  they  propose  that 
tizens  be  required  to  purchase 
isurance  that  provides  a  basic 
amber  of  services.  Low  income 
idividuals  would  be  subsidized 
Lrough  government  tax  credits. 

In  strong  contrast  are  pro- 
anents  of  nationalized  systems 
lat  refine  the  existing  Canadian 
astern  or  expand  California's  pro- 
Dsed  Garamendi  Plan.  Employers 
id  employees  would  pay  a  man- 


dated payroll  tax.  All  partici- 
pants select  service  from  a 
"basic"  plan.  Individuals  would  be 
responsible  for  any  additional  cov- 
erage and/or  expanded  services. 

Between  these  two 
extremes  are  a  number  of  different 
proposals,  including  two  govern- 
ment proposals  —  "Play-or-Pay" 
and  "Managed  Competition,"  each 
with  variations.  Under  the  best- 
known  version  of  play-or-pay, 
employers  either  provide  some 
minimum  health-insurance  benefit 
to  all  employees  ("play")  or  con- 
tribute a  sizable  payroll  tax  to  the 
government  ("pay").  Payroll  taxes 
would  be  pooled  to  subsidize 
health  insurance  premiums  for  the 
uninsured.  The  cost  to  businesses 
for  playing  would  be  significantly 
less  than  for  paying. 


Medical  Care  Has  Escalated  Faster  Than  Consumer  Prices 


Medical  Care  Costs 
(6.9%  of  total  CPI) 
Consumer  Price  Index 


There  are  at  least  two 
major  variants  of  the  other  govern- 
ment proposal,  "Managed 
Competition:"  the  Conservative 
Democratic  Forum  (CDF)  version, 
and  The  Jackson  Hole  Group 
version.  According  to  managed 
competition  advocates,  either 
approach  will  provide  health-care 
access  to  all  Americans,  it  would 
group  smaller  employers  into 
large  cooperatives,  shift  risks 
from  individuals  and  government 
to  health-care  providers  who  would 
be  evaluated  by  the  cost-effective- 
ness and  outcomes  of  their  service, 
and  help  individuals  become  better 
health-care  consumers. 

Under  both  managed-com- 
petition plans,  Health  Alliances 
(also  called  Health  Plan  Purchasing 
Cooperatives  or  HIPSs),  Accoun- 
table Health  Plans  (AHPs),  and  a 
National  Health  Board  (NHB) 
would  provide  a  framework  for 
organizing  and  delivering  health- 
care services  to  individuals  and 
companies.  While  Health  Alliances 
would  help  small  employers  reduce 
administrative  costs  and  spread  the 
risk,  AHPs  would  provide  a  stan- 
dardized health-benefit  plan  at  a 
fixed  cost. 

Insurance  companies, 
HMOs,  groups  of  hospitals,  and 
physicians  can  become  AHPs. 
AHPs  are  responsible  for  their  own 
performance  and  must  disclose 
"outcome  information" — things 
like  death  rates  and  other  measures 
of  how  well  they  do  their  jobs. 

The  NHB  would  oversee 
the  entire  new  infrastructure  by 
standardizing  administration,  pro- 
viding consumer  information  on 
AHPs  (drawn  from  their  "outcome" 
reports),  and  ensuring  comparabili- 
ty among  AHPs.  The  NHB  would 
also  evaluate  the  effectiveness  and 
potential  of  new  medical  technolo- 
gy and  clinical  procedures. 


Source:  The  Conference  Board 
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"Click 
your  heels 
three 
times  and 
say. 


ii 


After  melting  the  wicked  witch  as 
directed,  Dorothy  discovered  the 
Wizard  was  a  phony.  Once  the 
good  witch  explained  the  tech- 
nology available  (magical  ruby 
slippers),  however,  Dorothy  found 
she  had  the  power  she  needed  to 
realize  her  wish.  Indeed,  she  had  it 
all  the  while. 


As  health-care  reform 
continues  to  evolve, 
Americans  will  have  to  participate 
actively  in  the  system's  restructur- 
ing. Currently,  most  insured 
Americans  have  abdicated  respon- 
sibility for  purchasing  insurance  to 
either  the  government,  through 
entitlement  programs  like 
Medicare  and  Medicaid,  or  their 
employers.  With  many  of  the  pro- 
posed health  reform  models,  the 
federal  government  becomes  mere- 
ly a  facilitator  determining  nation- 
al standards  and  guidelines. 
Employers  would  assume  a  central 
role,  sponsoring  plans  that  are 
affordable  to  both  the  company 
and  its  employees.  Individuals  not 
covered  by  an  employer  plan 


would  purchase  plans  indepen- 
dently, and  states  would  assume  a 
supervisory  and  management  role, 
ensuring  the  needs  of  special 
populations. 

Employer-sponsored 
benefits  cannot  be  considered  in  a 
vacuum.  For  many  corporations, 
health  care  represents  one  aspect  of 


Rationing 

While  in  an  ideal  world,  the 
concept  of  rationing  would  not 
occur,  the  reformed  American  health- 
care system  will  at  some  point  need 
to  balance  the  needs  of  individuals 
with  the  needs  of  society  as  a  whole. 
Passive  rationing  will  be  explicitly 
discussed  —  though  it  will  sound 


National  Health  Expenditures  as  a  Percent  of  GDP 
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the  escalating  benefit-cost  spiral.  If 
employers  are  to  remain  the  focal 
point,  then  the  relationship  of 
health  care  to  other  programs  must 
be  reconsidered.  For  example, 
workers'  compensation  and  long- 
term  disability-benefits  costs  are 
also  escalating  quickly.  For  a  num- 
ber of  companies  the  percentage  of 
increase  outpaces  health-benefit 
increases.  -There  are,  however,  sig- 
nificant differences  between  health 
benefits  and  long-term  disability 
and  workers'  compensation. 
Workers'  compensation  and,  to  a 
lesser  extent,  long-term  disability 
claims  are  based  upon  employment- 
related  accidents.  And  while  work- 
er's compensation  and  long-term 
disability  claims  are  less  frequent 
than  health  claims,  their  overall 
costs  per  claim  are  greater.  Further, 
worker's  compensation  claims  do 
not  generally  include  case  manage- 
ment or  managed  care  to  ensure 
appropriate  care. 


like  discussion  of  costs,  values,  risks 
and  outcomes.  The  issues  of  rationing 
will  prove  especially  volatile  as 
acute  illnesses  become  more  readily  j 
cured  and  hit-cost  treatments  for 
chronic,  terminal,  and  debilitating 
illnesses  assume  a  greater  percentage 
of  the  health-care  dollar. 

Dorothy's  magic  slippers 
returned  her  to  Kansas.  Unfortun- 
ately, there  are  no  ruby  slippers  to 
instantly  transform  America's  exist- 
ing health-care  infrastructure  into  a 
problem-free  system.  Transforming 
today's  fragmented  infrastructure 
into  a  rational  and  integrated  health- 
care system  will  require  every  stake- 
holder to  compromise,  absorb  addi- 
tional expenses,  and  assume  person- 
al responsibility.  Escape  from  Oz 
isn't  easy. 


Written  by  Victor  S.  Barocas 

President.  Strategic  Management  Group.  Inc.,  a 
human  resource  consulting  group,  and  a  senior 
research  associate  with  The  Conference  Board 

Designed  by  Sheldon  Cotler  +  Associates. 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  all  calls  can  get  through! 


But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
the  $218-million  Dartmouth  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
2 1st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $2  5-billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-bilhon 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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ADVERTISING  I 


HEAR  THE  MUZAK, 
BUY  THE  KETCHUP 


The  elevator-music  folks'  new  push:  Customized  in-store  ads 


F 


irst  it  was  canned  music,  now  it's 
canned  soup.  Seattle-based  Muzak 
Limited  Partnership,  the  folks  who 
bring  you  those  bland  background  tunes 
in  elevators  and  dentists'  offices,  now 
is  jumping  into  in-store  advertising. 
With  its  satellite  receivers  in  thousands 
of  supermarkets  nationwide,  Muzak 
hopes  to  cash  in  as  consumer-products 
makers  and  retailers  try  harder  than 
ever  to  nail  customers  right  where  they 
spend  money. 

lYivatrly  held  Muzak,  with  $t>5  million 
in  sales  last  year,  has  the  right  tech- 
nology in  the  right  places  at  the  right 
time.  It  is  leveraging  its  main  competi- 
tive advantage:  telecommunication  re- 
ceivers made  to  Muzak's  specifications 


er  of  customized  radio.  But  now,  adver- 
tisers can  reach  the  42%  of  American 
consumers  who  shop  in  smaller  regional 
chains  or  independent  supermarkets. 
Muzak  offers  audio  ads  in  combination 
with  at  least  one  other  promotion,  such 
as  coupons  or  shelf  signs.  Six  major  gro- 
cery wholesalers  have  signed  up  for  the 
new  service,  called  SuperLink,  and  Mu- 
zak hopes  at  least  5,000  of  the  stores 
they  supply  will  agree  to  take  satellite- 
delivered  audio  ads  by  1995.  Muzak  has 
invested  close  to  $2  million  annually  in 
audio  ads  for  the  past  two  years. 

Behind  Muzak's  ambitions  is  a  shift  in 
ad  spending.  According  to  the  Point  of 
Purchase  Advertising  Institute,  a  trade 
association  based  in  Englewood,  N.  J., 


highly  targeted,  specific  type  of  ma: 
keting,"  says  Dick  Blatt,  POPAl's  execi 
tive  director. 

With  Muzak,  advertisers  can  get  ver 
specific  indeed.  Say  you  want  to  pus 
your  brand  of  retried  beans  in  Hispan: 
markets.  Muzak  can  broadcast  your  mei 
sage  in  Spanish  to  grocery  stores  ij 
Latin  communities  in  California,  Florj 
da,  or  Texas.  If  you  want  to  adverti; 
snow  shovels  in  November,  Muzak  c 
send  your  ads  only  to  stores  located 
snowy  regions.  Clusters  of  three  20-se 
ond  ads  fit  snugly  between  eight  mil 
utes  of  classical,  light  rock,  or  hiphop 
hot  news.  What's  more,  wholesalei 
can  use  Muzak  to  send  electronic-ma 
messages  simultaneously  to  hundreds 
retailers— from  product  recalls  to  ba 
gains  on  overabundant  berries.  The  m 
sages  appear  on  printers  in  supermark 
managers'  offices  and  save  the  tin 
needed  to  call  individual  retailers. 
didn't  realize  how  powerful  it  would  b 
Retailers  call  us  back  instantly,"  saj 
Phil  Kalivoda,  director  of  in-store  med 
for  Oklahoma  City-based  Fleming  Coi 
the  second-largest  U.  S.  grocery  suppli 

Fleming,  which  first  tested  in-sto: 
advertising  with  Muzak  last  year, 


HOW  MUZAK  CLAIMS  TO  MOVE  PRODUCTS 

SALES  INCREASE  WITH  AUDIO  ADS* 


i 


m 

7.1% 

13.7'/- 

E 

2.2 

14.5% 

27.4% 

28.9% 

29.8% 

Potato  chips    Condensed  milk     Tea  bags        Cold  cereal  Juice  Laundry         Toothpaste  Cold/allergy/ 

'Combined  with  visual  displays  data  waiker  reswrch,  muzak  limited  partnership  detergent  sinus  relief 


and  placed  in  some  200,000  businesses 
across  the  country.  Since  each  site  has  a 
unique  receiving  code,  Muzak's  comput- 
ers can  target  its  12  music  channels— and 
audio  advertisements— to  stores  accord- 
ing to  geographic  area,  ethnic  commu- 
nity, type  of  chain,  or  time  of  day. 
jingle  JUNGLE.  This  summer,  Muzak  will 
link  more  than  1,800  satellite-connected 
supermarkets  into  a  single  network  on 
which  national  advertisers  can  make  a 
general  pitch  or  a  number  of  pitches 
targeted  demographically.  Big  chains 
such  as  Winn-Dixie  Stores  and  the  Great 
Atlantic  &  Pacific  Tea  Company  have 
had  in-store  audio  ads  for  up  to  five 
years,  most  supplied  jointly  by  Muzak 
and  PopRadio,  a  New  York-based  provid- 


in-store  advertising  has  grown  at  almost 
twice  the  rate  of  radio  and  TV  ads  since 
1988.  POPAl  says  that's  because  two- 
thirds  of  all  purchase  decisions  are  made 
at  the  point  of  sale.  "People  go  to  the 
store  knowing  they  want  to  buy,  say, 
ketchup,  but  they  don't  decide  which 
brand  until  they  get  there,"  says  Mu- 
zak President  John  R.  Jester. 

In  Donnelley  Marketing  Inc.'s  latest 
annual  survey  of  promotional  practices 
among  consumer-goods  makers,  31%  of 
large  companies  said  they  would  place 
more  emphasis  on  in-store  promotions 
this  year  than  in  1992.  "With  the  trend 
moving  away  from  mass  communication, 
Muzak  and  other  in-store  advertising 
and  marketing  companies  are  doing  a 


pleased  with  the  audio  ads.  Reason:  R 
suits  of  a  test  conducted  by  Muzak  ar 
Walker  Research  at  40  Fleming-suppli< 
ABCO  stores  in  the  Phoenix  area  show* 
that  Muzak  ads,  combined  with  visu 
displays,  produced  double-digit  sales  i 
creases  in  some  cases.  Now,  Muzak 
targeting  auto-parts  chains,  and  ear 
test  results  look  promising. 

That's  just  what  advertisers  wan,; 
proof  that  a  promotional  method  wort 
TV  and  radio  ads  spread  brand  awan 
ness,  but  it's  impossible  to  precise 
measure  their  effect  on  sales.  With  tv 
proliferation  of  cable  channels,  TV  a„ 
vertising  is  getting  fragmented.  Few* 
homemakers  stay  home  watching  tl  i 
soaps.  And  Muzak  says  its  audio  a< 
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The  Capital  Of 
TheWorflIsIn23 
Different  Places. 

Every  one  of  those  places  has  one  thing  in  services.  Were  23  diversified  businesses.  And  right 

mmon.  An  uncommon  attitude  you'll  find  ever]-  now  one  of  them  has  the  specific  industry  knowledge 

'here  opportunity  exists  and  human  potential  is  it  takes  to  meet  your  next  challenge, 
mlized.  Wherever  a  creative  entrepreneurial  spirit  is         If  you  re  looking  for  a  strong  financial  partner, 

live,  seeking  innovative  solutions  to  financial  wed  welcome  the  opportunity  to  put  the  capital  of 

roblems.  And  everyiuhere  around  the  world  where  the  world  to  work  for  you. 
\E  Capital  is  helping  businesses  grow. 

Today  we're  more  than  a  leader  in  financial  ^HP  GE  Capital 


Our  Business  Is  Helping  Yours 
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cost  40C  per  1,000  people  reached,  com- 
pared with  industry  averages  of  $8  for 
newspaper  ads  and  $5.05  for  TV  spots. 

Muzak  has  been  rapidly  expanding 
from  its  basic  music  franchise  since  1988, 
when  Jester  and  Senior  Vice-President 
Jim  Harrison  came  on  board.  They  ex- 
panded the  music  offerings  to  12  chan- 
nels and  added  satellite  broadcasts  to 
Muzak's  two  traditional  methods  of  dis- 
tributing music:  tape  reel  and  local  FM 
radio.  They  also  began  soliciting  cus- 
tomers to  use  its  satellite  system  to 
transmit  such  data  as  store  results.  Prof- 
its have  grown  14.4%  a  year  for  the 
past  five  years,  for  a  cumulative  82.2%. 
The  bulk  still  comes  from  music,  includ- 
ing royalties  from  Muzak  franchisees. 

But  Jester  and  Harrison  say  that  is 
changing.  Taco  Bell  Worldwide  is  using 
Muzak's  satellite  system  to  communi- 
cate with  its  more  than  2,200  scattered 
fast-food  restaurants.  In  late  1991,  Muzak 
added  direct-broadcast  video  so  that  cus- 
tomers such  as  Dayton  Hudson  Corp. 
can  put  an  executive  on  the  air  to  talk 
to  employees  in  branches  across  the 
country.  Now,  besides  its  push  into  ad- 
vertising, Muzak  is  testing  half-hourly 
news  broadcasts  on  its  music  channels 
and  printed  news  bulletins  for  its  satel- 
lite subscribers.  It  may  also  send  audio 
ads  into  sporting  goods  stores,  health 
clubs,  and  nursery  and  garden  suppliers. 
EAR  ACHES?  Muzak  has  few  competitors 
for  the  audio  segment  of  the  in-store 
marketing  field.  With  its  large  installed 
base  of  receivers,  it  has  a  ready-made 
advantage.  But  whether  that  will  give  it 
a  long-term  edge  in  the  ad  world  re- 
mains to  be  seen.  In  a  recent  study  by 
Myers  Marketing  &  Research,  point-of- 
purchase  promotions  that  put  something 
into  people's  hands,  such  as  coupons  or 
samples,  were  more  effective  than  audio 
ads.  And  at  a  time  when  brand  manag- 
ers are  concerned  about  their  products' 
image,  Muzak  ads  may  not  be  the  best 
way  to  win  loyalty.  Says  Al  Ries,  chair- 
man (if  Connecticut-based  marketing 
strategist  Trout  &  Ries:  "Audio  is  very 
intrusive.  It  bothers  people  unless  the 
message  is  carefully  selected." 

Of  course,  the  bottom-line  question 
is:  Do  shoppers  really  listen  to  Muzak? 
A  recent  incident  suggests  that  they  do. 
One  grocery  wholesaler  used  Muzak's 
system  to  give  tips  on  buying  eggs.  The 
announcer  was  supposed  to  inform  shop- 
pers that  fresh  eggs  should  sink  in  wa- 
ter. But  he  got  it  wrong,  saying  instead 
that  fresh  eggs  float.  Customers  began 
returning  eggs  en  masse,  and  Muzak 
pulled  the  spot  immediately.  The  whole- 
saler was  chagrined— but  at  least  glad  to 
know  someone  was  really  listening. 

By  Dori  Jones  Yang  in  Seattle,  with 
Joan  Warner  in  New  York 
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TRAVEL  I 


WILL  TRAVEL  AGENTS  GET 
BUMPED  BY  THESE  GIZMOS? 


ATM-like  devices  could  one  day  sell  a  quarter  of  all  plane  tickets 


R 


emember  when  getting  cash  from 
an  automated  teller  machine  was 
.  a  big  deal?  Now  ATMs  are  old  hat. 
But  pretty  soon,  consumers  will  be  roll- 
ing a  new  acronym  off  the  tongue — ETM. 
That  stands  for  electronic  ticket  ma- 
chine, and  it  represents  the  latest  ef- 
fort by  the  travel  industry  to  make  trip- 
taking  easier  than  ever.  Phone  in  your 
reservation  to  a  local  travel  agent  or 
an  airline,  stick  your  credit  card  in  the 
nearest  ETM,  and  out  pop  your  airline 


COMING  SOON:  A  PROTOTYPE  ETM  IN  NEW  YORK 


tickets.  Although  specific  airlines  already 
make  tickets  available  through  satellite 
printers  at  limited  sites,  ETMs,  which 
produce  tickets  for  all  airlines  as  well  as 
railroads,  aren't  yet  available.  But  by 
summer's  end,  pending  anticipated  ap- 
proval by  the  industry  ticketing  associa- 
tion, travelers  will  find  ETMs  showing 
up  by  the  thousands— in  office  buildings, 
hotel  lobbies,  airports,  and  other  sites 
around  the  country. 

The  machines  will  definitely  make  life 
easier  for  travelers.  Many,  particularly 
business  fliers,  have  their  tickets  deliv- 
ered right  to  the  office.  But  what  hap- 
pens if  you're  attending  a  convention  in 
Phoenix  and  decide  you  need  to  shoot 
up  to  Seattle  before  heading  back  to 
Chicago?  That's  where  ETMs  come  in. 
Simply  call  the  airline,  and  arrange  for  a 
new  ticket.  Or  call  your  travel  agent. 
Assuming  the  agency  subscribes  to  the 
ETM  system,  your  reservation  can  be 
changed,  and  the  machine  will  issue  a 
new  ticket  in  your  hotel  lobby  in  Phoe- 
nix, pronto.  Travel  agents  will  pay  $9  for 


the  privilege— somewhat  less  than  e 
press  mail  or  a  messenger  would  cost  1 
deliver  new  tickets.  So  far,  three  comp; 
nies— Airline  Computerized  Ticketing  11 
Santa  Ana,  Calif.,  Mail  Boxes  Etc.  ■ 
San  Diego,  and  QDAT  Corp.  in  Seottli 
dale,  Ariz.— have  begun  setting  up  ne  I 
works  and  plan  to  install  a  total  M 
12,000  machines  by  the  end  of  1995. 
A  matter  of  time.  If  the  ticketing  nefl 
works  are  a  boon  to  travelers,  thejl 
could  prove  the  bane  of  the  nation]! 

41,000  travel  agentjl 
who  now  book  85%  ffl 
the  roughly  $45  billicJ 
in  annual  airline  resell 
vations.  With  commit 
sions  at  around  10%  tjj 
12%,  that  brings  theij 
yearly  revenues  of  $3.1 
billion  to  $5  billion. 

But  if  travelers  cal 
pick  up  their  tickets  bl 
just  walking  up  to 
machine,  how  long  wi II 
it  be  before  they  arm 
able  to  use  the  mal 
chines  to  book  theil 
own  flights,  hotel  real 
ervations,  and  car  reijj 
tals?  "If  there  are  machines  where  pedl 
pie  can  obtain  tickets  without  goinjl 
through  travel  agents,  people  are  goinlj 
to  use  them,"  frets  Paul  Bessel,  presa 
dent  of  the  Association  of  Retail  Trav™ 
Agents,  a  3,000-member  industry  grouul 
Barry  Lemley,  director  of  agency  adl 
creditation  services  for  Airlines  Ral 
porting  Corp.,  a  liaison  between  trava| 
agents  and  airlines,  predicts  that  remot  I 
ticketing  machines  will  come  to  handl  I 
as  much  as  25%  of  all  airline  booking  l] 
within  five  years. 

To  be  sure,  not  all  travel  agents  fea II 
the  ETMs.  The  20,000-member  Americajl 
Society  of  Travel  Agents  claims  thafl 
machines  can't  replace  people  in  such  n 
service-oriented  business.  "You  can't  gjl 
in  and  plan  your  family  vacation  witffl 
one  of  these  machines,"  says  StephaniJJ 
Kenyon,  ASTA's  assistant  vice-presiden  j 
for  industry  affairs.  Yet  if  America'.]! 
love  affair  with  ATMs  is  any  guide,  than 
may  be  wishful  thinking. 

By  Keith  Alexander  in  Pittsburgh,  wim 
Andrea  Roth  man  in  New  York 


2  BUSINESS  WEEK/JUNE  28,  1993 


MARKETIfj 


rp 

The  world's  biggest 


Many  of  today's  most  competitive  organizations  are  rightsizing  through  enterprise-wide  networks 
And  only  one  company  can  help  you  achieve  true  enterprise-wide  computer  networking. 
.  .BanyanJDnly  Banyan  can  create  large,  unified  networks  integrating 
;         v        mainframes,  minicomputers  and  PCs.  Networks  that  are ; 

incomparably  easy  to  use  and  manage.  We'vyi||f 

'  'f  f  ' 

''J~"f%M'>.   done, it.for  many  o^the  world's  larg-est,  "J.  /• 
most  respected  organizations.  / 
We  can  do  it  for  you.  /y  / 
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CABLE  HAS  A  NEW  FRONTIER: 
THE  OLD  WORLD 


Following  MTV's  success,  U.S.  networks  are  flooding  into  Europe 


B 


ill  Roedy  loves  roaming  around 
Europe  because  he  can't  get  away 
from  MTV.  From  a  Slovakian  disco 
to  a  hotel  on  the  Mediterranean  island  of 
Stromboli,  "MTV  is  everywhere,"  says 
the  ebullient  president  of  MTV  Europe. 
After  an  arduous  five-year  climb,  MTV  is 
now  beaming  Kris  Kross  and  the  Scor- 
pions into  more  than  a  third  of  Europe's 
120  million  TV  households.  By  next  year, 
it  could  surpass  the  U.  S.  MTV  and  other 
stateside  rivals  to  become  the  world's 
biggest  cable  network.  "We've  turned 
the  corner  on  acceptance  of  a  pan-Euro- 
pean channel,"  says  Roedy. 

His  colleagues  back  home  sure  hope 
Roedy  is  right.  Six  years  after  MTV,  Ca- 
ble News  Network,  and  ESPN  first  ven- 
tured abroad,  a  second  wave  of  Ameri- 
can cable  networks  is  flooding  into 
Europe  (table).  Cultural  purists,  beware: 
British  viewers  will  soon 
be  watching  the  antics  of 
Ren  and  Stimpy  on  Nick- 
elodeon, while  Swedes  can 
tune  in  to  The  Flintstones 
on  the  Cartoon  Network. 
As  if  that  weren't  enough, 
the  QVC  home-shopping  net- 
work plans  to  peddle  its 
disci  Hint  jewelry  across  Eu- 
rope in  a  new  joint  venture 
with  Rupert  Murdoch's 
British  Sky  Broadcasting. 
SPECIAL  CASE.  The  reasons 
for  the  land  rush  are  sim- 
ple. Cable  growth  is  slow- 
ing in  the  U.  S.,  while  new 
regulations  are  rolling  back 
rates.  In  Europe,  by  con- 
trast, the  number  of  homes 
wired  for  cable  grew  10% 
in  1992,  to  33  million.  And 
Astra,  a  Luxembourg-based 
company,  recently  launched 
a  third  satellite.  Its  total 
audience  has  grown  from  2 
million  to  12  million  homes 
in  two  years. 

Cable  executives  are  also 
intrigued  by  the  success  of 
MTV  Europe,  which  finally 
turned  a  profit  last  year 
and  is  becoming  a  growth 
engine  for  its  parent,  Via- 
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com  Inc.  They  hope  to  duplicate  that 
success:  "Now's  the  time  to  build  a 
brand  name  in  the  market,"  says  Susan 
Kroll,  general  manager  of  Turner  Broad- 
casting System  Inc.'s  new  London-based 
TNT  &  Cartoon  Network,  which  will  air  a 
mix  of  Turner's  mgm  films  and  Hanna- 
Barbera  Productions  Inc.  cartoons. 

But  MTV  may  prove  to  be  a  special 
case.  With  a  pop-music  format  that  eas- 
ily crosses  borders,  the  network  has 
been  able  to  generate  millions  in  reve- 
nue from  pan-European  advertisers.  Oth- 
er networks  aren't  so  lucky.  ESPN,  for 
example,  merged  earlier  this  year  with 
its  Paris-based  competitor,  Eurosport, 
after  a  crippling  four-year  battle  for  ad- 
vertising and  program  rights.  CNN  Inter- 
national no  longer  loses  money,  though  it 
has  only  recently  broken  away  from  its 
image  as  a  medium  for  traveling  Amer- 
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BRITAIN 


CABLE'S  GRAND  TOUR 
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QVC 

Most  of  Europe 

October 

FAMILY  CHANNEL 

Britain 

September 
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Britain,  Germany 
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Britain 

End  of  1993 

TNT  &  CARTOON 

Britain,  Scandinavia 
Belgium,  Holland 

France, 

September 

DATA  COMPANY  REPORTS 


icans.  And  Discovery  Channel  Europe 
which  started  in  1989,  may  not  brea1 
even  until  1996  despite  its  3  millio 
viewers  in  Britain  and  Scandinavia. 

The  trouble  is,  the  cable  industry! 
economics  clash  with  European  medi| 
practices.  In  the  U.  S.,  cable  network 
get  as  much  as  half  their  revenue  frorl 
subscriber  fees.  But  in  Europe,  most  q 
ble  systems  won't  pay  such  fees  withov 
a  fight.  Indeed,  the  state-run  Germai 
cable  system  of  11  million  homes  actual 
ly  demands  that  networks  pay  it  to  caj 
ry  their  shows. 

Small  wonder  that  most  of  the  actio 
has  occurred  in  Britain,  where  the  pra<| 
tice  more  closely  mirrors  that  of  tW 
U.  S.  American  cable  networks  are  aid 
capitalizing  on  the  success  of  Murdoch'i 
satellite-television  system,  BSkyB,  whici 
now  reaches  2.8  million  households.  Thj 
fall,  BSkyB  plans  to  start  charging  vievl 
ers  for  a  package  of  about  10  channel: 
including  U.  S.  imports  such  as  Nicke 
odeon  and  Family  Channel.  BSkyB  pn! 
diets  the  new  offerings  will  further  ej; 
pand  its  audience,  which  should  enabl: 
the  networks  to  lure  more  ad  dollars. 
partner  search.  Outside  Britaiil 
though,  the  advertising  payoff  remain 
elusive.  MTV  has  managed  to  snare  do] 
lars  from  pan-European  advertisers  sucj 
as  Coca-Cola  Co.  But  media  buyers  est 
mate  that  less  than  $10 
million  of  the  $1.9  billio 
spent  on  European  cab! 
and  satellite  advertisin 
last  year  came  from  con 
panies  seeking  a  Europ< 
wide  market.  The  ret 
goes  to  local  cable  chai 
nels.  "MTV  is  not  the  modi 
that  other  channels  shoul 
count  on,"  warns  medi 
consultant  Bill  Grantham 
Still,  given  the  cable  cl 
mate  at  home,  U.  S.  ne 
works  think  the  risk 
worth  taking.  And  ma 
feel  they  must  move  quid 
ly.  Already,  European  m< 
dia  companies  are  deve 
oping  digital-compressio 
technology  that  could  quii 
tuple  the  capacity  of  cut 
rent  cable  and  satellite  sy 
terns.  That  will  open  th 
floodgates  to  new  progran 
mers.  "We  have  to  get  i 
now  to  be  heard  above  th 
noise  later  on,"  observe 
one  executive.  How  do  yo 
say  "500  channels" 
Swedish? 

By  Jonathan  B.  Levine  i 
London,  with  Mark  Landk 
in  New  York 
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If  you're  convinced 
money  cant  buy  happiness. . . 
consider  leasing  it. 

Leasing  a  Buick  Park  Avenue  Enjoy  all  the  quality,  safety  and 

can  be  a  happy  alternative  to  luxury  of  the  stylish  Park 


buying.  Leasing     |  1  Avenue  without  the 

Park  Avenue:  $389/mo.* 


conserves  your 
capital  and  reduces 


30  mos.,  $2, 125  down. 


burden  of  high 
monthly  payments. 


your  up-front  expenses.  And  the       For  information  about  the  Buick 
attractive  monthly  payments  Park  Avenue,  call  1-800-4A-BUICK. 

available  right  now  make  this  For  information  on  a  Park  Avenue 

Park  Avenue  as  comfortable     /"  ^\    Luxury  Lease,  see  your  Buick 
to  lease  as  it  is  to  drive.          Vf  dealer  today. 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


L^J  Buckle  up,  America!  ©  1993  GM  Corp  All  rights  reserved  Park  Avenue  is  a  registered  trademark  of  GM  Corp. 

'Total  amount  due  at  lease  signing  of  $2,939  includes  $425  refundable  security  deposit.  Tax,  license,  title  fees  and  insurance  extra.  You  must  take  retail  delivery  out  of  dealer  stock 
by  June  30,  1993.  GMAC  must  approve  lease.  Example  based  on  '93  Park  Avenue  with  SD  package  with  an  MSRP  of  $28,576,  including  destination  charge.  Total  of  30  monthly 
payments  is  $11,656.20.  Option  to  purchase  at  lease  end  for  $16,345  Mileage  charge  of  15  cents  per  mile  over  30.000  miles.  Lessee  pays  for  excessive  wear  and  use  See  your 
participating  dealer  for  qualification  details  Manufacturer's  rebate  not  available  under  this  program  Payments  may  be  slightly  higher  in  Calif..  N  Y,  Va.,  Tex  ,  Ala.  and  Ark. 


lovernment 


•OLICYI 


UNCLE  SAM  GOES 
ON  AN  ECO-TRIP 


And  wants  you  to  buy  green,  too.  Will  consumers  get  in  step? 


When  it  comes  to  business  prac- 
tices, the  federal  government 
has  a  miserable  record  as  a 
role  model.  Even  so,  the  Clinton  Ad- 
ministration wants  Uncle  Sam  to  try 
again  to  lead  by  example— this  time  as  a 
buyer  of  environment-friendly  products. 

To  kick  off  this  wave  of  eco-entre- 
preneurship,  the  President  invited  the 
nation's  largest  computer  makers  to  the 
White  House  on  June  17  to  un- 
veil the  Environmental  Protec- 
tion Agency's  green  stamp  of 
approval,  the  Energy  Star.  The 
logo  will  go  to  desktop  ma- 
chines that  use  60%  less 
electricity  than  standard  units 
when  idling.  Eventually,  con- 
sumers will  seek  out  Energy 
Star  products  ranging  from 
superefficient  stoves  to  water- 
saving  showerheads. 

That,  anyway,  is  the  theo- 
ry: If  manufacturers  produce 
greener  products,  enviro-con- 
scious  businesses  and  consu- 
mers will  snap  them  up,  even 
at  higher  prices.  In  the  mean- 
time, to  overcome  manufactur- 
ers' reluctance  to  design  wares 
for  this  untested  market,  Clin- 
ton will  use  the  government's 
S200  billion  in  annual  buying 
power  to  jump-start  the  products'  pur- 
chase (table).  "They  certainly  have  some 
clout,"  says  Harry  Heisler,  vice-presi- 
dent of  Governmental  Technology  Ser- 
vices Inc.  in  Chantilly,  Va.,  which  sells 
computers  to  the  feds.  Clinton  has  tried 
to  raise  the  program's  chance  of  suc- 
cess by  centering  it  at  the  White  House. 
sierra  club  nods.  In  the  past,  Wash- 
ington's green  intentions  have  always 
been  frustrated  by  bureaucratic  procure- 
ment rules  and  ineptitude.  Sometimes, 
the  government  pushed  an  infant  tech- 
nology—as with  alternative-fuel  cars, 
where  it  had  to  spend  up  to  87,000  more 
per  car.  Says  Daniel  J.  Mitchell  of  the 
Heritage  Foundation:  "I'm  not  sure  we 
should  be  spending  10%  to  20%  more  so 
that  Clinton  can  send  a  good  press  re- 
lease out  for  the  Sierra  Club." 

Most  likely,  Energy  Star  computers 
won't  carry  a  premium.  But  even  if  they 


do,  the  White  House  argues,  competitive 
bidding  shouldn't  be  based  just  on  initial 
price.  "We  need  to  look  at  the  price 
over  the  life  cycle  of  the  product,"  says 
Catherine  R.  Zoi,  chief  of  staff  at  the 
White  House  Office  on  Environmental 
Policy.  The  EPA  estimates  that  energy-ef- 
ficient computers  will  save  the  govern- 
ment $40  million  in  electricity  annually. 
The  Energy  Star  program  is  off  to  a 


ZOI:  STRESSING  A  PRODUCT'S 
LIFE  CYCLE  OVER  INITIAL  PRICE 


good  start,  because 
the  EPA  and  com- 
puter maker; 
worked  well  to- 
gether. "They 
were  asking 
questions  rath- 
er than  dictat- 
ing," says  Walter 
A.  Rosenberg,  environmen- 
tal manager  at  Compaq  Computer 
Corp.  Timing  helped,  too:  Computer 
companies  have  made  great  energy-sav- 
ing strides  in  designing  notebook  units. 
These  models,  ready  to  be  shipped  by 
IBM,  Dell  Computer,  and  others  this  sum- 
mer, shut  down  automatically  if  not  used 
for  several  minutes.  As  of  next  Octo- 
ber, federal  agencies,  which  make  up 
3%  to  5%  of  the  U.  S.  computer  mar- 
ket, must  buy  Energy  Star  computers 
when  they  replace  equipment. 


Other  green  products,  such  as  re( 
cled  paper,  are  likely  to  be  a  tough 
sell.  Just  ask  Gerald  J.  Turetsky,  w 
runs  the  General  Services  Administi 
tion's  Office  Supplies  &  Paper  Produc 
Commodities  Center.  His  group,  whi 
sells  to  federal  agencies,  buys  S90  mill 
worth  of  copier  paper  a  year— enou 
to  circle  the  world  100  times.  Starting 
1991,  he  tried  to  meet  5%  of  the  g( 
ernment's  needs  with  recycled  copi 
paper,  though  it  cost  14%  more  than 
gin  paper.  Paper  piled  up  in  warehous 
fast  because  agencies  wouldn't  pay  t 
premium.  Only  after  the  GSA  cut 
price  could  Turetsky  hit  his  goal. 
going  begging?  The  paper  indust 
argues  that  the  Administration  is  tryi 
too  hard.  The  government  considers  c( 
ier  paper  "recycled"  only  if  it  contains 
least  50%  reused  fiber.  Red  Cavan( 
president  of  the  American  Forest  & 
per  Assn.,  says  the  indust 
doesn't  have  much  capacity 
produce  such  paper.  The  AF 
wants  the  recycled-content 
quirement  reduced  to  10 
"We  are  still  evaluating  i 
says  Zoi,  who  expects  a  fir 
executive  order  to  be  issu 
in  July. 

Turetsky  agre 
that  the  gover 
ment  should  pi 
ceed  cautious 
If  Washingt 
demands  son 
thing  unfeasible,  t 
prices  will  go  "sk 
high,"  he  says, 
ause  artificial  dema: 
will  exceed  supply.  B 
the  GSA  will  keep  pus 
ing,  purchasing  high 
percentages  of  recycl 
paper.  As  demand  ris 
and  paper  companies  u 
grade  mills,  prices  shou 
drop.  With  alternative-fi 
cars,  one  year  of  experien 
and  a  big  government  ord 
decreased  the  premium  1 
90%.  Ozone-friendly  product 
however,  remain  expensive  t 
cause  alternative  chemicals  a 
still  commercially  unproven. 
Industry's  biggest  worry  is  that 
will  design  products  to  meet  gover 
ment  requests— only  to  find  there's 
market  for  them.  The  Energy  Star  coi 
puters  could  change  that.  Still,  until  tl 
new  machines  start  turning  up  on  go 
eminent  workers'  desks,  manufacture 
of  all  green  products  can  be  forgiven 
they  remain  a  bit  uneasy. 

By  Mary  Beth  Regan  in  Washingto 
with  Peter  Burrows  in  Dallas 
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With  AEST  SDN, 


doesn't  mean 
out  of  the  loop. 


SDN,  AW  Long  Distance  Serv  ice 
for  large  companies,  lets  every  employee 
stay  in  touch  with  voice  mail.  Even  if 
they  don't  have  an  oflice. 

With  AT&T  SDN  (Software  Defined 
Network)  Voice  Mail  Service*  your  business 
gets  a  comprehensive,  nationwide  communi- 
cation system  that  lets  everyone  in  your  com- 
pany- from  the  sales  manager  to  the  truck 
driver- communicate  with  everyone  else.  In 
a  way  traditional  voice  mail  and  answering 
machines  can't  match. 

For  example,  SDN  Voice  Mail  Service 
lets  you  send  a  message  to  several  employees 
simultaneously,  across  the  hall  or  across  the 
country.  You  save  time,  they  save  time,  every- 
body's more  productive- because  now  you're 
working  as  a  well-informed  team.  And,  of 


course,  the  information  flow  goes  both 
ways:  your  employees  can  record,  edit,  send, 
receive  and  store  messages  wherever  they  are. 
So  they  can  always  be  in  touch  with  vendors, 
customers  and^ow. 

And  because  SDN  Voice  Mail  Service 
is  built  right  into  your  SDN  network,  there's  no 
need  to  buy  additional  hardware  or  software. 
A  definite  advantage-as  is  our  competitive 
price. 

If  your  company  spends  S3'  >,0(  >< )  <  >r 
more  per  month  on  outbound  long  distance, 
consider  AT&T  SDN.  With  the  voice  mail  service 
that  gives  everybody  a  voice.  For  more  infor- 
mation, call  your  AW  Account  Executive  or 
1800  443- 4SDN,  Ext.  811. 

AT&T.  The  Best  hi  the  Business*™ 


©1993  AT&T 

'AT&T  SDN  Voice  Mail  is  an  optional  feature  of  SDN 


AT&T 


I  magine  taking  the  plunge  witho 


Before  you  jump  right  in  and  modify 
your  computer  system,  be  sure 
to  talk  to  the  people  at  Digital. 
Whether  you're  interested  in 
optimizing  your  computers  to 
increase  productivity,  bringing 
new  products  to  market  faster, 
or  simply  to  speed  up  billing  and 
improve  your  cash  flow,  Digital  is 
recognized  around  the  world  for 
its  services  and  support  capabilities. 
Imagine.. .by  analyzing  your 
business  needs,  the  work  patterns 
of  your  people,  your  applications 
and  your  hardware,  Digital  can  help 
you  put  together  a  better  plan 
to  make  things  better. 
With  little  or  no  disruption 
to  your  business,  To  find  out 
how  you  can  take  the  plunge 
without  making  a  ripple,  call 
1-800-DIGITAL,  press  2,  ask  for  ext.  75F. 


using  a  ripple. 
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digital 


Josephine  C.  Pigg,  a  former 
clerk  with  U.  S.  West  Inc.  in 
Grand  Junction,  Colo.,  was  14 
months  from  retirement  when 
her  daughter,  Tammie,  32,  was 
diagnosed  with  cancer.  The  prognosis 
was  not  good,  and  Pigg  decided  to  stay 
with  Tammie  in  Denver  rather  than 
travel  the  250  miles  back  and  forth.  At 
many  other  companies,  Pigg  would  have 
been  forced  to  leave.  But  her  former 
boss,  Penny  Larson  Hubbard,  a  director 
in  the  small-business  services  unit,  fig- 
ured out  a  way  to  keep  Pigg  working 


while  she  was  sitting  at  her 
daughter's  bedside.  With  the 
help  of  a  human-resources 
manager,    Hubbard  found 
Pigg  a  job  with  U.  S.  West  in 
Denver.  While  it  was  a  good 
deed,  Hubbard  wasn't  just  — 
trying  to  be  nice.  "Jo  is  valu- 
able to  our  company,"  she  says.  "If  our 
employees  have  done  a  good  job,  we 
try  and  accommodate  their  situation." 

Posses  such  as  Hubbard  aren't  typical. 
But  in  many  companies,  they're  fast  be- 
coming the  model  of  what  a  manager 


TELECOMMUTING:  CRAIG 
WATTS,  A  MEDIA  MANAGER 
AT  PACIFIC  BELL,  WORKS  AT 
HOME-AND  GETS  TO 
SPEND  MORE  TIME  WITH 
SONS  CHRIS  AND  DAVID 


ought  to  be.  With  recoi 
numbers  of  working  wome 
single  parents,  two-care< 
couples,  and  an  aging  popul 
tion,  more  managers  ai 
coming  face-to-face  with  m 
problems  and  demands  of 
diverse  work  force.  Now,  tl 
question  is:  How  can  managers  mei 
those  demands  and  make  sure  the  woi 
gets  done?  "We  know  what  it's  like  I 
sacrifice  family  for  career  and  the  r 
verse,"  says  management  guru  Peter  N 
Senge.  "Now,  we're  creating  a  midd 


0  BUSINESSWEEK/JUNE  28,  1993 


COVER  sra 


COMPANIES 
ARE  STARTING 

TO  RESPOND 
TO  WORKERS' 
NEEDS— AND 
GAIN  FROM  IT 


iund— success  at  home  and 
work— and  everyone  has 
work  together.  It's  tough." 
ifet  not  all  share  the  view 
t  corporations  must  adapt 
workers  can  have  it  all. 
ny  companies  say  they 
i  ill  afford  family-oriented 
'grams  in  an  era  of  height- 
id  global  competition.  In 
t,  many  are  cutting  such  core  benefits 
health  insurance  and  pensions.  For 
all  businesses  especially,  family-friend- 
Jolicies  can  breed  resentment  among 


CARING  AND  SHARING: 
FEL-PRO'S  FRANK  CASTRO 
(TOP)  WITH  DAUGHTER 
ELIZABETH  AT  DAY  CARE; 
LEEANN  8ARRIEAU  AND 
LISA  TRUSCH  (BOTTOM), 
WHO  SHARE  A  JOB  AT 
AETNA  LIFE  &  CASUALTY 


the  workers  who 
have  to  pick  up 
the    slack.  And 
for  every  compa- 
ny that  embraces 
a  family-friendly 
working  environ- 
ment, there  are 
others  that  mere- 
ly say  they  do. 
Increasingly,  though,  the  evidence 
shows  that  managers  who  get  results 
aren't  tough  but  flexible.  From  Aetna 
Life  &  Casualty  Co.  to  Alden  Merrell 


FLEXTIME:  DUKE  POWER'S 
CHERIE  ASKEWWEST  (TOP), 

WHO  WORKS  THREE 
12-HOUR  SHIFTS  A  WEEK; 
NATIONSBANK  FART-TIMER 
ANITA  PARIS  (BOTTOM), 
WITH  DAUGHTER  EMILY 
AND  SON  JENNINGS 


ism— and 
done.  "If 
step  with 
patterns,' 


Dessert  Co.,  a  cheesecake 
maker  in  Newburyport, 
Mass.,  they're  helping  em- 
ployees resolve  work  and 
family  conflicts  through  such 
arrangements  as  job  sharing 
and  compressed  workweeks. 
In  the  process,  they're  in- 
creasing productivity,  reduc- 
ing turnover  and  absentee- 
reinventing  how  work  gets 
s  time  for  business  to  get  in 
this  country's  evolving  social 
says  Continental  Corp.  ceo 


!  STORY 
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John  "Jake"  Mascotte.  "Cor- 
porate America  can't  afford 
to  ignore  or  pay  lip  service 
to  the  work-family  agenda 
anymore." 

Changing  demographics 
and  the  growing  emphasis  on 
worker  competitiveness  are 
only  some  of  the  reasons 
that  companies  are  becoming 
more  responsive  to  workers' 
personal  needs.  At  least  20 
states  already  require  em- 
ployers to  provide  unpaid  pa- 
rental and  medical  leaves, 
and  the  rest  will  follow  when 
the  federal  Family  &  Medical 
Leave  Act  takes  effect  in 
August.  Even  the  Clean  Air 
Act  is  prodding  such  large 
companies  as  Pacific  Bell  to 
get  commuters  out  of  their 
cars,  in  part  by  promoting 
telecommuting. 
MORALE  BOOSTER.  Helping 
employees  balance  their  per- 
sonal lives  with  work  seems 
like  common  sense:  A  work- 
er who  isn't  distracted  by 
worries  over  babysitting  or 
caring  for  a  parent  is  better 
able  to  focus  on  the  job.  But 
the  benefits  of  a  family- 
friendly  environment  go  be- 
yond making  life  easier  for 
employees  or  boosting  a  company's  rep- 
utation with  recruits. 

Recent  studies  of  such  companies  as 
Johnson  &  Johnson  and  American  Tele- 
phone &  Telegraph  Co.  show  that  help- 
ing employees  resolve  work  and  family 
conflicts  boosts  morale  and  increases 
productivity.  The  J&J  study  found  that 
absenteeism  among  employees  who  used 
flexible  time  and  family-leave  polices 
was  on  average  50%  less  than  for  the 
work  force  as  a  whole.  It  also  found 
that  58%  of  the  employees  surveyed 
said  such  policies  were  "very  important" 
in  their  decision  to  stay  at  the  compa- 
ny—the number  jumped  to  71%  among 


THE  WORK  FORCE  IS  BECOMING  MORE  DIVERSE... 
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ASIAN  AND 
OTHER 


A  PERCENT  OF  WORK  FORCE  (16  YEARS  OLD  AND 

...WORKING  WOMEN  ARE 
MORE  NUMEROUS... 


HISPANIC 
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...AND  MORE  COUPLES 
ARE  WORKING 
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DATA:  BUREAU  OF  LABOR  STATISTICS 


employees  using  the  benefits.  At  AT&T, 
the  company  found  that  the  average 
cost  of  giving  new  parents  up  to  one 
year  of  unpaid  parental  leave  was  32% 
of  an  employee's  annual  salary,  com- 
pared with  150%  to  replace  the  leave- 
taker  altogether. 

Some  companies  have  been  reluc- 
tant to  offer  these  programs  out  of 
fear  that  workers  would  abuse  them. 
But  those  fears  have  not  been  real- 
ized. At  AT&T,  60%  of  new  parents 
were  back  on  the  job  within  three 
months,  and  all  but  10%  returned  to 
work  within  six  months. 

And  at  Fel-Pro  Inc.,  a  Skokie  1 111.)- 


based  auto-parts  maker,  Li 
versity  of  Chicago  resear<l' 
ers  recently  found  a  strol 
link  between  high  benefit  I 
ers  and  high  performers— I 
dicating,  in  part,  that  "wol 
ers  perform  best  when  thl 
use  and  appreciate  wol 
place  supports."  The  1 
searchers— who  approach! 
the  1,800-employee  compal 
because  of  its  family-respJ 
sive  policies— also  found  tn 
the  high  benefit  users  wm 
more  active  in  team  pr« 
lem-solving  and  were  alm» 
twice  as  likely  to  submit  s« 
gestions  for  improving  prA 
ucts  and  processes.  "The  I 
search  is  pretty  clear,"  sa 
Ellen  Galinsky,  co-presid« 
of  the  New  York-based  Fal 
ilies  &  Work  Institute,  wlA 
did  the  studies  of  J&J  a| 
AT&T.  "There's  a  cost  to  li 
providing  work  and  fam 
assistance." 

"BREAKTHROUGH."  At  SOI 

companies,  CEOs  such 
Continental's  Mascotte  (pAi 
86)  and  NCR  Corp.'s  Jerre 
Stead  are  driving  chang 
They're  convinced  that  wo 
place  flexibility  is  not  an 
commodation  to  employe 
but  a  competitive  weapon:  It  frees  wo 
ers  to  use  their  full  potential  on  the  j 
instead  of,  say.  fretting  about  taking 
child  to  the  doctor.  "Everything  we 
must  start  out  with  a  recognition  o: 
balance  between  work  and  family,"  s£ 
Stead.  "The  only  sustainable  comp< 
tive  advantage  a  company  has  is  its 
ployees."  To  show  he  is  serious,  Stc 
ties  25%  of  his  managers'  pay  to  h 
well  they  help  workers  meet  persoi 
objectives— as  measured  by  employ 
satisfaction  surveys— including  bala: 
ing  family  and  work  demands.  And, 
says,  the  percentage  will  go  up. 
For  many  other  companies,  line  m; 


BALANCING  WORK  AND  FAMILY 


TRADITIONAL  ATTITUDES  VS.  FLEXIBLE  MANAGER 


►  Fairness  means  treating  all 
employees  the  same 

►  Must  sacrifice  personal  needs 
*o  get  ahead 

Flexibility  is  accommodation 
tc  ->ecific  employee 

►  /  ss^sses  performance  largely 
based  on  hours  at  tht  office 


►  Seeks  equitable,  not  uniform, 
treatment 

t  People  perform  better  free  of 
pei  onal  pressures 

►  F.-;  ■  ibility  is  competitive  issue, 
and  ma  -'agement  tool 

►  Measures  performance  based 
on  value  added,  not  hours 
worked 


QUALITIES  OF  INNOVATIVE  MANAGERS 


►  Meets  business  objectives  by  helping  employees  meet 
personal  needs 

►  Willing  to  take  risks  or  take  a  stand 

►  Results  oriented,  not  hung  up  on  rules  and  procedures 

►  Respects  the  individual,  but  acknowledges  and  responds  to 
differences 

►  Often  gains  top-level  support,  plus  backing  from  peers 

►  Produces  change  within  the  organization  that  outlives  the 
manager 
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rers  are  the  critical  agents  of  change, 
rom  vice-presidents  such  as  Duke  Pow- 
•  Co.'s  Sharon  Allred  Decker  (page  88) 
i  work-and-family  champions  such  as 
etna's  Michelle  M.  Carpenter  (page 
}),  they're  finding  creative  ways  to 
Jve  common  problems.  The  Conference 
3-ard's  Work  &  Family  Council,  made 
>  of  about  30  top  companies,  calls  such 
oneers  "breakthrough  managers."  It  is 
udying  the  qualities  that  set  such  man- 
ners apart,  including  a  willingness  to  fo- 
!S  on  results,  not  procedures  (table). 
But  whether  it's  an  attorney  at  Aetna 
ho  ovesees  job  sharers  or  a  plant  man- 
ner at  Menlo  Park  (N.  J.)-based  Engel- 
ird  Corp.  who  lets  workers  vote  on 
eir  hours,  the  managers  share  one  cru- 
il  trait:  They  get  results  by  bending  to 
eir  employees'  needs— and  demanding 
high  level  of  performance  in  return. 
Plenty  of  managers  reject  such  an  ap- 
•oach.  To  them,  flexibility  means  work- 
g  nights  and  weekends,  not  going 
ime  every  night  at  6.  Even  some  boss- 
■  who  can  afford  to  be  more  flexible 
>n't  feel  they  have  to  be.  "It's  still  a 
Iyer's  market,"  says  Barbara  Provus,  a 
licago-based  executive  recruiter.  "The 
>od  jobs  and  the  good  companies  can 
ill  get  whoever  they  want." 
EW  thinking.  That's  certainly  the  case 

Microsoft  Corp.  The  nation's  No.  1 
srsonal-computer  software  maker  has  a 
ard  core"  work  ethic:  flexible  but  long 
mrs  and  seven-day  workweeks  for 
ose  finishing  big  projects.  Chairman 
illiam  H.  Gates  III  sets  the  pace,  get- 
ig  to  work  at  9  a.m.  and  often  not 
aving  before  midnight.  At  home,  he 
ten  spends  a  few  hours  zapping  com- 
lter  memos  to  his  staffers.  The  result: 
ost  programmers  follow  suit  by  put- 
lg  in  60-  to  80-hour  weeks,  and,  typi- 
lly,  not  griping,  especially  given  Mi- 
osoft's  big  bonuses  and  stock  options, 
tnployees  also  work  such  long  hours 
;cause  they're  young  and  single— the 
rerage  age  is  30,  only  half  the  employ- 
is  are  married,  and  only  half  of  the 
arried  workers  have  any  kids. 

But  as  Microsoft's  work  force  ages, 
e  company  says  it  will  have  to  look  at 
irental  issues  more  closely.  Already,  it 

trying  to  get  away  from  such  long 
mrs.  "In  the  old  days,  the  longer  you 
orked,  the  bigger  bonus  you  got,"  says 
ike  Murray,  vice-president  for  human 
sources  and  administration  at  Micro- 
ft.  Now,  the  company  is  "encouraging" 
anagers  to  look  at  pure  performance. 

At  least  Microsoft  is  honest  about 
hat  it  expects  of  workers.  Other  com- 
mies say  they  have  family-friendly  pro- 
•ams  but  tacitly  discourage  employees 
om  using  them.  Even  at  companies 
at  make  a  real  effort,  the  ideal  falls 
iort  of  reality.  For  one  thing,  programs 
ich  as  on-site  child-care  centers  may 
i  unavailable  to  most  employees  be- 


MICHELLE  CARPENTER 


AETNA'S  FAMILY-FRIENDLY 
EXECUTIVE 


Michelle  M.  Carpen- 
ter is  living  proof 
that  employees 
who  ask  for  reduced  sched- 
ules can  get  promotions. 
Five  years  ago,  Carpenter, 
34,  began  working  30-hour 
weeks  at  Hartford-based 
Aetna  Life  &  Casualty  Co.  after  the 
birth  of  her  first  son.  Two  years  later, 
she  changed  her  schedule  to  a  com- 
pressed week:  40  hours  in  four  days. 
But  that  didn't  stop  Aetna  from  pro- 
moting Carpenter  in  September,  1991, 
from  a  senior  consultant  in  its  human- 
resources  department  to  manager  of 
its  Work/Family  Strategies  unit. 

The  new  job  showed  just  how  far 
Aetna  had  to  go  in  the  work-and-fam- 
ily area.  Creating  Carpenter's  unit  in 
1988  was  recognition  of  a  serious  prob- 
lem. Aetna  was  losing  hundreds  of  tal- 
ented female  employees— 70%  of  its 
workers  are  women— who  weren't  re- 
turning after  pregnancies.  But  for  the 
unit's  first  three  years,  Carpenter  says, 
employees  only  called  "when  they 
wanted  information  on  child  care." 
GRUMBLINGS.  Since  Carpenter  took 
over  two  years  ago,  she  has  tried  to 
shed  the  unit's  "babysitter"  image  to 
reflect  an  employee's  need  to  balance 
work  and  home.  She  has  talked  up  the 
benefits  of  flexible  schedules  to  busi- 
ness units  and  helped  employees  find 
job-share  partners.  When  a  manager 
nixes  an  employee's  request  for  flex- 
ibility, Carpenter  will  often  intervene 


CARPENTER  WITH  SONS 
MATTHEW  AND  PETER: 
SHE  HAS  HELPED  AETNA 
RETAIN  FEMALE  WORKERS 
WHO  USED  TO  QUIT  AFTER 
THEIR  PREGNANCIES 


on  the  worker's  behalf.  But 
promoting  flexibility  hasn't 
been  easy:  Managers  grum- 
ble about  how  such  jobs  are 
reported  in  their  budgets, 
and  non-Hartford  employ- 
ees say  it's  harder  for  them 
to  get  flex-time  approval 
than  for  those  in  the  home  office. 

Carpenter's  biggest  success  was  con- 
vincing Aetna  that  it's  cheaper  to  keep 
trained  workers— even  in  limited  sched- 
ules—than to  hire  new  ones.  Now, 
roughly  2,000  of  its  44,000  employees 
work  part-time,  share  a  job,  work  at 
home,  or  work  a  compressed  work- 
week. The  results:  Aetna  estimates  it 
saves  $1  million  per  year  in  not  having 
to  train  new  workers.  And  from  July, 
1991,  to  June,  1992,  88%  of  its  workers 
who  took  family  leave  returned  to 
work.  An  added  benefit  is  good  public- 
ity. Aetna  was  named  one  of  the  top 
four  "family-friendly"  companies  by  the 
Families  &  Work  Institute. 

But  Carpenter's  work  is  far  from 
over.  "People  have  been  resistant," 
says  Leo  Taylor,  Carpenter's  boss.  Car- 
penter wants  to  "create  a  culture 
change"  at  Aetna  about  flex  time.  She 
also  plans  on  using  her  experience  in 
Aetna's  offices  in  Denver,  Syracuse, 
and  Philadelphia  to  show  that  flexible 
schedules  can  work  in  far-flung  busi- 
ness operations.  Just  don't  look  for 
her  in  the  office  on  Fridays.  That's 
the  day  she  spends  with  her  kids. 

By  Chris  Roush  in  Hartford 
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cause  of  their  location  or  size.  SAS  Insti- 
tute Inc.,  a  software  maker  in  Cary, 
N.  C,  has  two  child-care  centers  with 
capacity  for  328  kids— and  a  two-year 
waiting  list  on  average  for  the  compa- 
ny's 2,800  employees,  most  of  them  of 
child-bearing  age.  As  for  popular  bene- 
fits such  as  dependent-care  spending  ac- 
counts, Lincolnshire  (111.)  consultants  He- 
witt Associates  found  that  95%  of 
employees  don't  use  them  because  of 
Internal  Revenue  Service  rules. 
"AT  RISK."  At  cutting-edge  companies 
where  benefits  are  widely  available,  em- 
ployees must  be  encouraged  to  take  ad- 
vantage of  them.  Corning  Inc.  has  been 
committed  to  benefits  such  as  flexible 
hours  for  years.  But  an  employee  survey 
nearly  three  years  ago  showed  that 


many  corners  of  the  company  were  only 
paying  lip  service  to  workplace  flexibil- 
ity: About  40%  of  senior  managers  were 
judged  by  employees  as  not  supportive 
of  work  and  family  issues.  "Here  we  had 
all  these  policies,  but  people  were  afraid 
to  use  them  because  they  thought  their 
careers  were  at  risk,"  says  Sonia  S.  Wer- 
ner, work/life  balance  consultant  at 
Corning.  Part  of  the  problem  was  that 
senior  managers  weren't  experiencing 
the  same  concerns.  Says  Werner:  "Nine- 
ty percent  of  our  senior  managers  were 
males  who  had  spouses  at  home  taking 
care  of  the  kids.  But  75%  of  the  staff 
were  in  dual-career  households." 

Corning  and  other  companies  are  find- 
ing they  have  to  teach  managers  why 
flexibility  is  good  for  business.  And  that 


requires  embracing  a  new  way  of  thinj|| 

ing.  For  example,  instead  of  linking  j 
performance  to  the  number  of  hours 
the  office,  managers  must  evaluate  ei 
ployees  based  on  their  contribution 
the  company.  Employees  also  must 
taught  that  they  have  a  role  to  pis 
And  they  must  understand  that  flexib 
ity  means  that  not  everyone  will  g 
the  same  treatment  (table). 

However  flexibility  is  attained,  vie' 
ing  workers  as  individuals  puts  new  c 
mands  on  managers.  No  one  knows  th 
better  than  Brian  G.  Thiele,  vice-pre 
dent  and  manager  of  Bank  of  Ameria 
employee-transportation  programs,  whi 
subsidize  workers  for  using  car  pools 
mass  transit.  Thiele  manages  seven  ei 
ployees,  including  four  in  four  d  if  fere 


SAM  RIVERA 

AN  EASYGOING  BOSS-AND  A  MASTER  MOTIVATOR 


"AS  LONG  AS  THE  JOB 
GETS  DONE,  THAT'S  THE 
BOTTOM  UNE":  RIVERA'S 

UNIT  CONSISTENTLY 
EXCEEDS  ITS  PRODUCTIVITY 
OBJECTIVES 


Ten  years  ago,  when  Sam  Rivera 
became  an  assistant  foreman  at 
1,800-employee  Fel-Pro  Inc.,  a 
Skokie  (111.)  auto-parts  maker,  his 
supervisor  said  the  secret  to  success 
was  to  be  just  like  him.  "He  was  real- 
ly tough,"  recalls  Rivera.  "I  said,  'My 
name  is  Sam  Rivera.  I  have  to  be  in 
my  heart  what  it  says  to  me  to  be.'  At 
that  moment,  I 
made  up  my 
mind  that  I  was 
going  to  be  a 
different  kind 
of  manager." 

For  Rivera, 
48,  being  him- 

self  meant  giving  factory  worker  Ed- 
win Carrera  three  days  of  emergency 
leave  so  he  and  son  Erwin  could  meet 
with  Fel-Pro's  on-site  psychologist.  Car- 
rera needed  help  to  extricate  his  son 
from  Chicago's  Latino  gang  culture, 
just  as  Rivera  did  with  his  eldest  son, 
Sam,  eight  years  ago.  It  meant  finding 
another  job  for  Pedro  Hernandez,  who 
wasn't  able  to  operate  a  forklift  truck, 
the  job  he  was  hired  for.  Rivera  knew 
Hernandez,  then  45,  would  have  a 
tough  time  getting  hired  elsewhere. 
Hernandez  is  now  one  of  his  best 
punch-press  operators,  he  says. 

"PEOPLE  WORK  HARDER."  Instead  of 
acting  dictatorially,  Rivera  tries  to 
place  himself  in  his  employees'  shoes. 
He  gives  his  workers  plenty  of  flexibil- 
ity and  discretion.  "As  long  as  the  job 
gets  done,  that's  the  bottom  line,"  he 
says.  And  95%  of  the  time,  according 
to  Rivera  and  the  company,  Rivera's 
unit  exceeds  its  objectives.  On  June 
2,  for  example,  instead  of  producing 


95  hours'  worth  of  parts,  Rivera's  unit 
produced  112. 

Rivera's  management  style  also  mo- 
tivates workers  to  go  the  extra  mile, 
they  say.  Carrera  is  so  grateful  Rivera 
helped  rescue  his  son  that  in  his  spare 
time  he  has  devised  ideas— now  being 
implemented— to  increase  machine  pro- 
ductivity and  safety.  "People  work 
harder  in  the  department  because  of 
the  way  Sam  is,"  says  Carrera,  who 
has  worked  for  him  for  two  years.  "He 
makes  you  feel  comfortable  on  the  job." 


Rivera  says  his  ph; 
losophy  is  a  result  o 
his  poor  childhood  ii 
Puerto  Rico.  "I  knov 
what  people  have  t 
do  to  survive,"  h 
says.  Another  facto 
is  Rivera's  own  expe  f 
rience    at  Fel-Pro 
Twenty-five  year 
ago,   when   he  ha< 
been  with  the  compa  ir 
ny  just  three  months 
his  wife,  Elva,  ha< 
their  first  child.  H 
hadn't  worked  at  Fel^i; 
Pro  long  enough  fo 
company  insurance  t* 
cover  their  medica 
expenses,    but  Bol 
O'Keefe,  the  humanfc 
relations  manager,  ai  ^ 
ranged  to  have  insu  g 
ranee  cover  part  o  =b 
the  hospital  bill. 

Juggling  work  an#j| 
family  requests  isn 
easy  for  Rivera,  espe 
cially  given  his  unit', 
diversity,  say  his  workers  and  hi 
supervisor,  Ricky  Justus.  His  50  work  ^ ' 
ers  include  29  Latinos,  11  Caucasians, 
African-Americans,  and  1  Asian  Pacifi 
Islander.  There  are  4  women  and  4i 
men.  Justus  says  that  if  Rivera  "has  i 
fault,  it's  that  he  hates  saying  no  ti 
special  requests  and  disciplining. 
Rivera  agrees.  But  he  adds:  "I'd  rathe 
be  soft  than  be  hard,  because  har< 
people  are  hated  and  can't  accomplis 
anything." 

By  Ann  Therese  Palmer  in  Chicag 
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Suddenly,  you  have  more  control 
tver  your  time.  You  can  schedule 
neetings  with  dozens  of  people  at 
once.  No  more  tele- 
phone tag.  No  more 
time  lost  chasing  busy  people 

Welcome  to  Time  and 
Place/27  the  leading  edge 


make 


lime  and 
Place 

AN  time  management  solution  from  IBM 
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posts  updates,  and  displays 
designated  users'  per- 
sonal calendars  with 
daily,  weekly  and  monthly 
views.  And  much  more. 

Time  and 
Place/2  can  search 
for  a  time  everyone 
is  free  for  a  meet- 
ing— then  schedule 
it  automatically.  It  can 
even  remind  you  as 
the  time  nears. 

With  its 
state-of-the- 
art  graphical 
user  interface,  Time  and  Place/2  is  easy  to  learn 
and  use.  Based  on  OS/2 "  2.0,  it  lets  you  harness  the 
32-bit  power  of  today  s  386+  machines.  So  it  s 
ideal  for  client/server  environments.  What's  more, 
it  also  works  with  DOS  workstations  under 
Microsoft  Windows."  And  it  lets  you  communicate 
through  E-mail  over  other  networks. 

On-line  help  is  always  available.  And  it 
comes  with  IBM's  world  class  service  and  support. 
Don't  lose  another  nanosecond.  Call  now  to 
order  Time  and  Place/2  or  to  get  a  free  demo 
diskette.  Dial  1  800  IBM-Call,  ext.  S41.  In 
Canada,  to  order  or  for  more  information,  call 
1  800  465-1234,  ext.  379. 

Time. 


me  and  Place/2,  another  software  application  from 
iM  Programming  Systems. 


nd  OS/2  are  registered  trademarks  and  Time  and  Place/2  is  a  trademark  of  International 

;ss  Machines  Corporation  Windows  is  a  trademark  ol  Microsoft  Corporation  ©  1993  IBM  Corp 
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offices  who  telecommute  on  a  part-time 
basis.  Thiele  says  his  big  problem  is  try- 
ing to  reach  workers  during  the  day, 
reminding  himself  that  "it's  no  worse 
than  in  the  office  when  they  go  to  lunch 
or  if  they  worked  in  satellite  offices." 

Such  inconveniences  are  well  worth 
it.  Before  the  telecommuting  program 
started  in  March,  Thiele's  unit  was  typ- 
ically three  to  five  days  late  in  sending 
checks  to  commuters.  Now,  it  hasn't  had 
any  late  payments,  he  says,  because  em- 
ployees can  work  a  whole  day  uninter- 
rupted at  home.  Morale  also  has  im- 
proved. Just  ask  Pam  Centoni,  who  sets 
up  car  pools.  A  telecommuter  one  day  a 
week,  she  also  works  a  "9-80"  schedule 
(80  hours  over  9  days).  Every  other 
Monday,  she  either  has  the  day  off  or 
works  at  home.  "I  ride  my  bike,  go  to 
the  pool,  or  do  errands,"  she  says. 
"There  are  not  a  lot  of  lines  on  Monday." 
survival.  When  employees  are  on  odd 
schedules,  managers  have  to  work 
around  them.  Kate  Sullivan,  an  attor- 
ney at  Aetna,  is  responsible  for  the  day- 
to-day  operations  of  a  280-person  legal 
department.  But  if  she  wants  to  meet 
with  her  support  staff,  it  must  be  on 
Wednesdays,  which  is  tricky  because 
she  travels  often.  The  reason  is  that  her 
assistants,  Lisa  Trusch  and  Leeann  Bar- 
rieau,  both  mothers,  are  in  a  job  share. 
Barrieau  works  Monday  through 
Wednesday  lunch,  and  Trusch  works 
Wednesday  through  Friday.  They  keep 
in  touch  by  phone  and  electronic  mail: 
When  one  gets  a  message,  it  is  auto- 
matically sent  to  the  other.  Without  the 
job  share,  both  women  say  they  would 
have  been  forced  to  quit.  While  Aetna 
has  to  pay  for  5k!  days  a  week  instead  of 
5,  Sullivan,  a  mother  herself,  welcomes 
the  schedule  because  "two  heads  are 
better  than  one  on  the  job.  They  can 
bounce  ideas  off  each  other  and  can 
work  on  two  separate  projects  at  once." 

For  some  managers,  flexibility  is  a 
matter  of  survival.  When  Joseph  Stein- 
reich  became  plant  manager  of  Engel- 
hard's  two  Huntsville  (Ala.)  plants  in 
1981,  he  was  given  six  months  to  turn 
the  chemical  plants  around  or  see  them 
closed.  The  plants  had  a  150%  turnover 
rate,  18%  product  waste,  and  22  people 
were  injured  so  seriously  that  they 
couldn't  come  back  to  work.  A  big  part 
of  the  problem,  managers  and  employees 
say,  was  excessive  absenteeism,  largely 
among  workers  who  had  drinking  and 
other  problems.  "There  were  some  Fri- 
day nights  we  couldn't  even  run,"  says 
Sharon  Hobbs,  a  plant  superintendent. 
"It  was  horrible." 

Steinreich  began  by  focusing  on  em- 
ployees' problems,  both  at  work  and  at 
home.  He  also  established  an  employee- 
assistance  program  and  hired  an  on-site 


JOHN  MASCOTTE 


'BUSINESS  IS  STILL  STRUCTURED V 
LIKE  FOURTH  GRADE' 


o  business  and  family  issues 
mix?  John  "Jake"  Mascotte,  CEO 
of  Continental  Corp.,  thinks 
they  do.  What's  more,  he  believes 
companies  that  fail  to  balance  the  two 
may  be  jeopardizing  their  future.  "So 
much  of  business  is  still  structured 
like  fourth  grade,"  says  Mascotte.  He 
thinks  results  are  bet- 
ter when  employees 
have  flexibility  and 
freedom.  And  he's 
pushing  Continental 
to  prove  him  right. 

Three  years  ago, 
Continental's  manage- 
ment began  studying 
just  how  flexible  the 
New  York  insurer— 
with  $5  billion  in  rev- 
enues and  more  than 
12,000  employees— re- 
ally was.  From  focus 
groups,  Mascotte 
learned  that  employ- 
ees saw  the  company 
as  fairly  rigid— and 


that 

work  and  family  conflicts  of- 
ten distracted  employees 
from  their  jobs. 
out  of  control?  As  a  re 

suit,  Continental  in  early 
1990  rolled  out  a  series  of 
family-friendly  programs,  in- 
cluding job-sharing  and  telecommut- 
ing. Continental  also  eliminated  "oc- 
currences"—the  practice  of  tracking 
employee  absences  no  matter  what  the 
reasons  and  using  the  results  in  per- 
formance reviews. 

Mascotte's  biggest  challenge  was 
getting  management  to  buy  on.  Many 
managers  worried  that  flexible  rules 


MAKING  RULES  THAT  BEND 
CUTS  DOWN  ON  STAFF 
TURNOVER,  MASCOTTE 
FOUND.  AND  IT  CAN 

BRING  GREATER 
PRODUCTIVITY,  TOO 


psychologist,  who  is  available  one  day  a 
week  and  by  beeper.  Those  changes  laid 
the  foundation  for  other  innovations.  In 
1985,  Steinreich  allowed  employees  to 
vote  on  adjusting  and  distributing  over- 
time and  on  setting  lunch  and  break 
schedules.  Recently,  a  majority  of  the 
plants'  290  workers  voted  to  work  four 
days  of  10-hour  shifts  ending  at  3  p.m., 
when  their  children  get  out  of  school. 
The  earlier  schedule  means  that  Stein- 
reich, who  likes  to  sleep  late,  is  up  at  5 
a.m.  But  he's  satisfied:  Absenteeism  per 
worker  has  dropped  from  an  average  of 
20  days  a  year  to  3  days,  and  turnover 
has  dropped  to  under  1%  annually. 


would  give  them  less  control,  making 
it  tougher  to  get  the  work  done! 
"Frankly,  I  was  skeptical,"  says  Daviij 
Bates,  an  assistant  vice-president  i: 
Cranbury,  N.J.  "Who  needs  this? 
need  employees." 

But  Doreen  A.  Horvath,  vice-pres: 
dent  of  Residual  Markets  Center, 
unit  of  Continental  i- 
Glens    Falls,  N.yJ 
needed  no  convincing  4 
Of  her  207  employ  ' 
ees,  200  are  now  o 
an  alternative  scherh 
ule.    Horvath    say  \ 
scheduling  can  be 
real  pain.  But,  sh  / 
says,  the  extra  trorj  S 
ble  is  worth  it.  Sine  Pj£ 
starting    the  ne\ffe 
schedules  15  monthly 
ago,  productivity  hap' 
jumped  15%. 

Mascotte  is  leaving 
implementation  of  hi, 
vision  to  manager 
such  as  Horvath.  "We  triei 
not  to  do  anything  so  un: 
form  that  we  would  be  sul 
stituting  new  rigidity  for  oli 
rigidity,"   he   says.  Th 
doesn't  mean  that  work  am 
family  issues  are  optiona 
concerns.  Mascotte  track 
each  department  to  see  where  flexi 
bility  is  being  achieved,  and  he  evalu 
ates  managers  partly  on  employee  de  ^\ 
velopment.  What  about  the  botton 
line?  Although  it's  hard  to  quantif; 
the  results  in  dollars,  Continental  say:  m 
it  has  halved  its  voluntary  employe 
turnover  rate  to  less  than  5%  a  year.  1 
By  Lori  Bongiomo  in  New  Yori 


There's  also  less  than  1%  product  wast 
and  on  Sept.  13,  the  plants  will  ha 
had  10  years  without  a  serious  injury 

Other  managers  respond  to  worker  111 
personal  needs  because  a  determint 
employee  won  them  over.  Karen  Tan 
low,  a  social  worker  in  Salem,  Mas 
wanted  a  job-sharing  arrangement  ; 
ter  the  birth  of  her  son  in  August,  191 
But  her  bosses  at  Massachusetts  Gent  HI 
al  Hospital  were  skeptical  that  a  crisi 
oriented  job  such  as  hers  could  be  spl 
Tanklow  drew  up  a  detailed  propos; 
including  how  the  job  would  be  dividt 
and  who  would  cover  what  shifts,  whe  f 
She  even  found  a  candidate  of  equal  e 


i 


I 
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"How  do  my  business  processes  compare?" 


iat's  what  we  hear  from  you.  Because  by  compar- 
l  your  processes  to  the  best  in  the  business,  you 
n  evaluate  and  improve  your  performance  at 
ery  turn. 

So  we've  responded  with  an  exclusive  knowl- 
ge  base  of  global  Best  Practices.  One  which  not 
ly  lets  us  compare  your  processes  within  your 
m  industry  but  against  the  best  companies  across 
;  board. 

In  our  trained  hands,  it  helps  us  gain  insight 
o  which  practices  could  best  guide  your  com- 
ny.  So  we  can  bring  you  more  creative  ways  to 
p  you  re-engineer  your  operations. 

It's  designed  to  be  the  most  thought-pro  vok- 
;  resource  of  its  kind.  Driven  by  an  advanced 


application  of  CD-ROM  technology.  Updated 
throughout  our  global  network.  And  unsurpassed 
in  its  depth  and  scope. 

To  see  a  demonstration  of  our  knowledge 
base  or  receive  a  free  brochure,  call  1-800-445-5556, 
today.  And  find  out  how  we  can  help  you  make 
meaningful  progress —       %^  ,  ^ 

on  paper  and  in  practice.  " 

Best  Practices. 
Putting  insight  into  practice 

Arthur 
Andersen 


'3  Arthur  Andersen  &  Co  All  rights  reserved. 


Arthur  Andersen  &  Co,  SC 


perience.  It  also  didn't  hurt  that  Tan- 
klow's  record  was  superb. 

The  arrangement  has  since  convinced 
Tanklow's  boss,  Evelyn  Bonander,  the 
hospital's  director  of  social  services,  that 
job  sharing  can  be  done.  But  she 
wouldn't  grant  the  option  to  anyone: 
"You  need  people  who  are  willing  to  be 
flexible,  not  just  in  their  schedules  but 
also  in  their  willingness  to  do  something 
the  way  someone  else  would  do  it." 
Tanklow  isn't  totally  happy  with  the 
way  things  worked  out.  Despite  all  her 
efforts,  her  partner  got  first  crack  at 
the  schedule  and  Tanklow  was  passed 
over  for  a  promotion.  Bonander  says 
Tanklow  has  taken  on  more  responsibil- 
ities, which  could  lead  to  a  management 
position  down  the  road.  "We  are  still 
learning  to  be  less  rigid,"  Bonander  says. 

Ultimately,  flexibility  for  many  manag- 
ers means  treating  employees  the  way 
they  would  want  to  be  treated.  Sam 


Rivera,  assistant  foreman  at  Fel-Pro, 
tries  to  put  himself  in  his  workers'  shoes 
(page  84).  For  Tenneco  Gas  Co.'s  Claude 
Cox,  an  information-service  specialist, 
the  goal  is  to  maximize  his  employees' 
strengths,  however  involved  he  must  be- 
come in  their  personal  lives  to  do  so.  In 
late  1988,  one  of  Cox's  10  employees  was 
asking  for  more  and  more  time  away 
from  the  office  during  normal  working 
hours.  At  first,  he  made  up  excuses  but 
then  revealed  this:  His  partner  was  dy- 
ing of  AIDS,  and  he  had  tested  positive 
for  HIV,  the  virus  that  causes  aids, 
rapid  change.  Cox  rearranged  the  em- 
ployee's schedule  to  give  him  time  off 
during  the  day  to  care  for  his  partner: 
The  employee  worked  before  and  after 
hours  instead.  When  he  got  sick,  Cox 
cut  his  workload  from  50  or  60  hours  a 
week  to  40,  then  to  30.  His  performance 
didn't  suffer.  After  a  year,  he  went  on 
long-term  disability— but  not  until  Cox 


made  sure  his  salary  lasted  until, he 
benefits  kicked  in.  "You  can  have  alkhe 
machinery  in  the  world,  but  withoutps 
thing  called  an  employee,  you  aren'tfo- 
ing  to  make  money,"  Cox  says. 

While  bosses  such  as  Cox  may  til! 
be  the  exception  in  Corporate  Amelia, 
the  business  world  is  rapidly  changlg. 
Says  Continental's  Mascotte:  "If  we  cfe't 
spend  the  time  to  create  and  fost| 
worker-friendly  agenda,  won't  we 
tribute  to  the  erosion  of  the  very  vs 
we  say  we  can't  do  without?" 
managers  already  know  the  ansv 
They  realize  that  employees  are  jkc 
parents  and  children.  Now  the  que»u 
for  companies  is  no  longer  "Can  wtiti 
ford  to  offer  these  benefits?"  but  Tan 
we  afford  not  to?" 

By  Michele  Galen  in  New  York,  ith 
Ann  Therese  Palmer  in  Chicago,  Act 
Cuneo  in  San  Francisco,  Mark  Man  >» 
in  Boston,  and  bureau  reports 


SHARON  ALLRED  DECKER 


'WE  HAD  TO  RECOGNIZE  THAT  PEOPLE  HAVE  LIVES 


In  1990,  Duke  Power  Co. 
in  Charlotte,  N.  C,  gave 
Sharon  Allred  Decker  a 
critical  assignment:  consoli- 
date the  customer-service 
functions  of  its  98  local  of- 
fices and  make  the  once- 
sheltered  monopoly  more 
responsive  to  customers. 
Decker  jumped  at  the 
chance.  She  launched  a  ser- 
vice center  that  operates  24 
hours  a  day,  seven  days  a 
week.  But  Decker  quickly 
realized  that  for  Duke  Pow- 
er to  be  more  responsive  to 
customers,  it  had  to  become 
more  responsive  to  employ- 
ees, too.  "I  saw  an  opportu- 
nity to  create  an  environ- 
ment I  wanted  to  work  in," 
says  the  vice-president  for 
customer  service.  "We  need- 
ed to  recognize  that  people 
have  lives.  " 
"THEY'RE  ADULTS."  Decker  sought  to 
bring  about  an  atmosphere  where  the 
500-person  staff  could  handle  family 
matters  more  easily.  Her  first  move: 
getting  her  bosses  to  combine  with 
other  local  employers,  such  as  IBM  and 
Allstate  Insurance  Co.,  to  build  a  child- 
care  center.  She  also  campaigned  suc- 
cessfully for  a  fitness  center. 

Early  on,  Decker  got  an  earful  from 
employees  who  hated  working  swing 
shifts:  days  one  week,  evenings  the 
next,  and  then  nights.  So  she  came  up 


with  22  separate  schedules 
and  let  workers  bid  on  them 
yearly,  based  on  seniority. 
Some  are  traditional  weeks 
of  five  8-hour  days,  but 
there  also  are  weekly  sched- 
ules of  four  10-hour  days  and  — 
three  12-hour  days.  She  did 
away  with  swing  shifts,  making  it  eas- 
ier to  arrange  care  for  children— and 
parents:  The  staff  is  75%  female,  33 
years  old  on  average,  and  earns  start- 
ing pay  of  $19,000  a  year.  Decker 


BANISHING  SWING  SHIFTS 
MADE  ELDER  CARE  AND 
DAY  CARE  EASIER  TO  AR- 
RANGE: DECKER'S  STAFF  IS 
75%  FEMALE  AND  JUST  33 
YEARS  OLD  ON  AVERAGE 


dropped  the  requiremt  : 
that     supervisors— call 
coaches— had  to  give 
proval  before  staff  swaprci 
shifts.  "They're  adults," 
says.  "They  know  they 
responsible  for  someone  1  - 
ing  here." 

Decker,  36,  knows  hi 
tough  juggling  work  a 
family  can  be.  At  her  Is 
peer  review,  colleagues  | 
marked  that  she  was  woil 
ing  too  hard— and  not  pr| 
ticing  what  she  preach<{ 
The  mother  of  two  boys  I 
and  4,  and  a  2-year-(| 
daughter  Ian  adopted  sa 
24,  is  no  longer  at  honj 
says  she  got  the  messagj 
Decker's  boss,  Executij 
Vice-President  William  j 
Coley,  has  nothing 
praise  for  her  work.  Wf 
not?  The  employee-to-rm 
ager  ratio  has  gone  from 
to  1  to  20  to  1.  And  ev 
though  turnover  in  te, 
phone-call  centers  natic 
wide  usually  runs  at  40°/c 
year,  Decker  says  her  « 
—  ter's  attrition  is  running 

only  12%  annually— and  11 
of  those  transfer  within  the  utility.  H 
moral  is  fairly  simple:  "As  I  treat  r 
team,  that's  how  they're  going  to  tre  | 
the  customer." 

By  Chuck  Hawkins  in  Charlotte,  N. 


88  BUSINESSWEEK/JUNE  28,  1993 


COVER  C 


Gordon  E.  Moore 

Chairman,  Intel  Corporation 
Board  Member,  Conservation  International 

"Just  as  business  must  be  willing  to  take 
risks  and  innovate  to  stay  at  the  leading 
edge,  Conservation  International  has 
taken  one  bold  step  after  another. 
For  sheer  scientific  and  technical  innova- 
tion, Conservation  International  is 
second  to  none." 


John  A.  Young 

Retired  President  and  CEO, 
Hewlett-Packard  Company 
Board  Member,  Conservation  International 

"Conservation  International  has  moved 
well  beyond  talking  about  the  problem. 
Their  field  projects  demonstrate  tangible 
conservation  successes.  Conservation 
International  is  proving  that  there  are 
indeed  real,  sustainable  solutions." 


Judge  a  Conservation  Organization 
By  The  Company  It  Keeps 


Lynda  Rae  Resnick 

Vice  Chairman,  The  Franklin  Mint 
Board  Member,  Conservation  International 

"Conservation  International  is  different. 
They  bring  an  entrepreneurial  approach 
to  conservation.  They're  helping  people 
help  themselves  by  developing  economi- 
cally sound  strategies  that  sustain  the 
environment,  not  destroy  it!" 


Lewis  W.  Coleman 

Vice  Chairman  and  CFO, 
Bank  of  America 
Board  Member,  Conservation  International 

"When  we  looked  for  a  conservation 
partner,  Conservation  International  stood 
out.  Their  environmental  solutions  are 
innovative  and  based  on  sound 
economics." 


Conservation  International 


If  you  would  like  to  know  more  reasons  why  you  should  become  a  partner  of  Conservation  International, 
write  or  call  Dennis  Fruitt  at:  1015  18th  Street,  N.W.,  Washington,  D.C.  20036  202.973.2280 


-inance 


INVESTIGATIONS  I 


THE  NEW,  IMPROVED 
MONEY  LAUNDERERS 


Sophisticated  schemes  are  washing  up  to  $300  billion  a  year 


For  most  of  its  first  five  years  in  the 
public  spotlight,  Orexana  Corp. 
looked  like  a  typical  fledgling  com- 
pany. The  Miami-based  precious-metals 
dealer  was  founded  in  1984  and  began 
turning  a  profit  five  years  later.  By 
1989,  it  had  annual  rev- 
enues of  more  than 
S170  million.  But  in 
November.  1991,  gov- 
ernment prosecutors 
dropped  a  bombshell 
on  Orexana  investors: 
They  charged  that 
much  of  the  company's 
revenues  had  come  not 
from  metals  trading 
but  from  laundering 
up  to  $30  million  a 
month  in  profits  from 
illicit  drug  sales. 
What's  more,  the  feds 
say.  Chairman  Jose 
Duvan  Arboleda-Gon- 
zalez,  47,  fled  to  his 
native  Colombia  to  es- 
cape arrest  on  charges 
of  masterminding  a 
laundering  network 
that  stretched  from 
Providence,  R.  I.,  to 
Los  Angeles. 

Orexana,  which  has  changed  its  name 
to  Advent  Technologies  Inc.  and  moved 
into  medical  consulting  and  testing,  set- 
tled the  case  against  it  by  agreeing  to 
pay  a  $700,000  fine.  Current  company 
officials  didn't  return  calls,  and  investi- 
gators say  Arboleda  remains  a  fugitive 
in  Medellin,  Colombia.  But  to  govern- 
ment investigators,  he  symbolizes  a  dan- 
gerous new  wave  of  money  laundering. 
"Shadow  banking.  Gone  are  the  days 
when  drug  traffickers  brazenly  walked 
into  banks  lugging  suitcases  bulging 
with  cash.  Thanks  to  a  1986  federal  law 
that  requires  banks  and  other  financial 
institutions  to  report  currrency  transac- 
tions of  $10,000  or  more,  launderers  are 
developing  new  Byzantine  and  harder-to- 
detect  schemes  to  wash  cash,  many  of 
which  bypass  banks.  Current  ploys  in- 
volve everything  from  dummy  corpora- 


tions using  phony  invoices  to  a  kind  of 
"shadow"  banking  system  of  check-cash- 
ing outlets  and  issuers  of  money  orders. 
Drug  dealers  and  other  criminals  now 
launder  as  much  as  $300  billion  annually 
through  the  nation's  financial  system. 


Even  enforcement  of  the  1986  law  I 
become  spotty.  Reports  on  millions* 
legitimate  transactions  each  year  h 
starting  to  overwhelm  the  governmeft 
capacity  to  trace  the  trail  of  illicit  fuil 
And  while  roughly  100  nations  hfc 
made  money  laundering  a  crime.  Isk 
derers  are  being  welcomed  into  fon» 
East  bloc  nations  desperate  for  hard  Jr 
rency.  What's  more,  ratification  of  p 
North  American  Free  Trade  Agreerrfc 
should  make  cross-border  money  m 
changes  even  easier.  "The  spB 
through  which  you  can  move  mow 
around  the  world  with  electronic-fuft 
transfers  makes  it  difficult  to  trace  1» 
derers,"  says  Dennis  Lynch,  dean  of  it 
University  of  Denver  Law  School. 

Phony  or  convoluted  business  dtp 
are  among  the  major  ploys  of  laundeA 


IN  A  TEXAS  BORDER  TOWN,  DOZENS  OF  CASAS  DC  CAMBIO,  TINY  MONEY-EXCHANGE  SHOPS,  LINE  THE  STREETS 


Government  agents  claim  that  while 
they  can't  stop  the  flood  of  illicit  cash, 
they  have  made  life  more  difficult  for 
the  launderers.  The  Drug  Enforcement 
Agency  estimates  that  the  Colombian 
drug  cartels  now  spend  23^  of  their 
profits  on  laundering,  up  from  6^  in  the 
late  1980s.  "We're  holding  a  line  in  the 
sand  somewhere,"  says  Brian  M.  Bruh, 
director  of  a  special  intelligence-gather- 
ing unit  within  the  Treasury  Dept. 

But  others  say  the  Feds'  antilaunder- 
ing  campaign  has  been  a  failure.  "Mon- 
ey launderers  seem  to  be  operating  free- 
ly without  great  risk  of  exposure,"  says 
House  Banking  Committee  Chairman 
Henry  B.  Gonzalez  (D-Tex.),  whose  panel 
is  reviewing  the  money-laundering  laws. 
"The  federal  government  does  not  yet 
have  a  handle  on  how  to  deal  with  [the 
problem]." 


these  days.  John  S.  Zdanowicz  and 
mon  J.  Pak,  two  researchers  at  Flor 
International  University,  recently  u 
U.  S.  Customs  Service  data  to  anal 
the  import  and  export  flows  of  nea 
30.000  products  over  a  12-month  per 
ending  in  November,  1992.  They  tun 
up  scores  of  ostensibly  legitimate  tra 
actions  that  could  well  represent  mon 
laundering  deals.  In  one  such  deal, 
emeralds  were  imported  from  Pana 
at  $975  a  carat — more  than  22  times 
world  average  price.  In  another, 
cane  sugar  from  Britain  came  into 
U.  S.  at  $1,407  a  kilogram,  vs.  the 
world  price.  By  buying  at  inflated  prk 
U.  S.  launderers  can  move  illicit  fui 
abroad  much  faster. 

Orexana  used  a  slight  variation  of  t 
technique,  according  to  Keith  Prager, 
assistant  Customs  special  agent  in 
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li.  The  company  imported  gold  from 
livia,  and  metals  dealers  in  Los  Ange- 
,  New  York,  and  Rhode  Island  would 
>  cash  from  cocaine  sales  to  buy  the 
icious  metal.  Arboleda  would  then 
p  the  money  out  of  the  country  into 
lombian  bank  accounts.  But  the  gov- 
iment  suspects  that  many  of  Orex- 
i's  imports  were  really  scrap  silver, 
d,  or  other  metals  painted  to  pass  as 
d.  Other  companies  appear  to  use 
lilar  methods:  Customs  says  U.  S. 
Jers  reported  imports  of  214,000  troy 
ices  of  gold  from  Bolivia  in 
0— or  129%  of  Bolivia's  entire 
d  production  that  year. 
(ted.  Sometimes  transactions  are 
iplete  shams,  with  money — but 

products — changing  hands.  As 
t  of  a  federal  sting,  undercover 
mts  posing  as  launderers  were  in- 
jcted  by  kingpins  of  the  Cali  and 
dellin  cartels  to  set  up  leather- 
's wholesalers 
front  companies 
several  U.  S.  cit- 

The  traffickers 

money  into  the 
npanies'  bank 
ounts  and  pro- 
:ed  phony  bills 

sale  for  the 
nt  operations  to 
Ice  it  appear  that 
money  came 
m  leather  sales, 
ieral  officials 
ted  the  ring  last 
itember,  arrest- 

167  people  and 
ling  more  than 

million  in  cash 
i  property, 
uch  enforce- 
it  coups  are  rare,  however,  partly  be- 
se  of  the  vast  number  of  other  op- 
is  money  launderers  have  for  evading 

government's  surveillance  system, 
reasingly,  launderers  are  turning  to 

more  than  50,000  nonbank  providers 
financial  services,  which  include 
ck-cashing  services  and  such  money- 
nsfer  agents  as  Western  Union, 
tse  outfits  are  supposed  to  file  cur- 
cy-transaction  reports,  but  unlike 
ks  or  securities  firms,  such  business- 
are  rarely  checked  by  authorities  to 
■ce  sure  they  are  complying.  Western 
on,  for  one,  says  it  reports  hundreds 
suspicious  transactions  to  the  govern- 
it  each  month.  But  according  to  a  list 
'dded  by  the  Senate  Permanent  Sub- 
unittee  on  Investigations,  Western 
on  facilities  were  used  in  several  in- 
nces  of  money  laundering,  albeit 
hout  Western  Union  officials'  knowl- 
e  or  consent. 

n  southern  border  states,  hundreds  of 
ailed  casas  de  cambio  and  giro 
ises — mom-and-pop  operations  that 


exchange  currencies  and  wire  money 
abroad — have  sprouted  like  daisies.  Cre- 
ated during  the  1970s  to  change  curren- 
cy for  travelers,  these  exchange  houses, 
say  government  officials,  have  become 
refuges  for  laundering.  In  border  towns 
such  as  El  Paso  and  Brownsville,  dozens 
of  casas  de  cambio  line  the  streets. 
Some,  no  larger  than  phone  booths,  sit 
on  truck  beds  and  shift  locations  every 
few  days.  They  take  in  dirty  cash  and 
exchange  it  for  money  orders,  travel- 
ers checks,  or  clean  money. 

This  technique  has  spread  far 
beyond  the  U.  S. -Mexico  border. 
In  New  Jersey,  state  investiga- 
tors have  been  frustrated  in  their  I 
efforts  to  rein  in  the  rapidly  i 
H   growing  number  of  inner-city  §y 
II  check-cashing  services,  some  of 
:  which  are  reputed  to  have  strong  fM 
ties  to  organized  crime.  State  offi-  J  % 


<e  invoices 


FIVE  WAYS 
CASH  GITS  WASHED 

™™  SPANKS  Drug  kingpins  «^Z^~^  7  ** 
that  allow  cash  from  drug  operations  to  be     «  from  leg„irrlate  sales. 

buy  large  annuities  from  U.S.  insurers.  ».  receive  refund  checks. 

MONEY  TRANSMITTERS  Launderers  P^^Zay  n'n  ^  "  °  bank 

or  wired  across  the  country  to  on  accompli  W         V      need  iden»if1CQtion  to  CQsh  fh( 

fP0STAL  0R*«S  Launderers  purchase  ^XmU^L^  *- 
foreign  bank 


erers  purchase  r-  from  bank 

s.  Postal  money  orders  are  exemp  ,eport|ng  ^ 

CASAS  Of  C4MB/0  These  cur«"<^  '-derers  and 

f  ePosit  it  in  commercial  bank,  *££names.  are  listed  ^  °" 
the  casas  decamb.o,  not  the  launderer 

DATA:  BUSINESSWEEK 


cials  also  are  investigating 
some  garment  manufacturers  who  are 
using  check  cashers  to  write  large 
checks  to  themselves  and  to  cash  in  busi- 
ness receivables  from  garment  sales, 
rather  than  going  through  banks  where 
the  transactions  might  be  reported  to 
the  feds. 

postage  due.  Some  money  launderers 
are  so  bold  that  they  have  made  the 
U.  S.  Postal  Service  an  unwitting  accom- 
plice. Last  January,  federal  officials 
cracked  a  Panamanian-linked  laundering 
ring  that  for  over  18  months  bought 
$200  million  in  postal  money  orders  from 
scores  of  New  York  state  post  offices — 
all  for  amounts  of  $10,000  or  less.  They 
then  redeemed  them  in  Panamanian 
banks.  Most  of  the  orders  confiscated  by 
the  Feds  bore  the  symbols  of  drug  car- 
tels, such  as  an  "E"  within  a  shield.  The 
Feds  caught  on  to  the  scheme  after  no- 
ticing an  inordinate  number  of  money 
orders  being  redeemed  via  the  Colon 
Free  Zone  in  Panama. 

Although  they're  developing  more  so- 


phisticated schemes,  some  launderers 
are  now  finding  that  the  federal  laws  on 
reporting  large  cash  transactions  are  ac- 
tually helping  them  avoid  detection 
when  they  deposit  cash  in  banks.  The 
number  of  reports  filed  by  the  banking 
industry  alone  has  climbed  above  9  mil- 
lion a  year,  and  the  data  base  now  con- 
tains 60  million  records.  According  to 
government  sources,  Treasury  investiga- 
tors simply  lack  the  computer  power  to 
scan  the  data  for  suspicious  behav- 
ior. Now  they  mostly  just  check 
bank-account  records  for  traffickers 
and  launderers  already  under  sur- 
veillance. The  government  uses  the 
reports  "to  go  back  and  provide  writ- 
ten documentation  of  something  we 
know  to  be  true  from  other  sources," 
says  Gregory  D.  Meachem,  superviso- 
ry special  agent  for  the  Federal  Bu- 
reau of  Investigation. 
Some  members  of  Congress  fear 
that  the  impending 

NAFTA   pact  COUld 

make  tracking 
I  money  launderers 
even  more  diffi- 
cult. A  recently 
declassified  gov- 
ernment report  by 
a  U.  S.  intelligence 
officer  in  Mexico 
suggests  that 
Mexican  smug- 
glers, working 
with  Colombian 
drug  cartels,  are 
starting  to  set  up 
factories,  ware- 
houses, and  truck- 
ing companies  in 
Mexico  to  exploit 
what  promises  to 
be  a  flood  of 
cross-border  commerce  expected  under 
NAFTA.  Representative  Gonzalez,  an  op- 
ponent of  NAFTA,  believes  that  the 
smugglers  will  find  it  easier  to  evade 
reporting  requirements  by  working 
through  Mexican  banking  institutions, 
which  are  not  subject  to  antilaundering 
disclosure  laws. 

The  Banking  Committee  is  considering 
ways  to  strengthen  money-laundering 
curbs.  One  possibility:  paring  back  re- 
porting requirements  for  banks.  By  elim- 
inating such  requirements  on  clearly  in- 
nocuous transactions,  enforcement 
agencies  may  be  able  to  monitor  suspi- 
cious money  flows  more  easily.  But  if 
the  last  seven  years  are  any  guide, 
the  drug  cartels  will  find  ways  to  skirt 
any  new  laws.  Victory  in  the  battle 
against  money  laundering,  it's  becoming 
all  too  clear,  may  be  as  costly  and  elu- 
sive as  success  in  the  war  against  illegal 
drugs. 

By  Dean  Foust  in  Washington,  with  Gail 
DeGeorge  in  Miami 
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CORPORATE  FINANCE  I 


AS  LONG  BONDS  GET  LONGER, 
DO  THEY  GET  RISKIER? 


Maybe.  But  the  recent  50-year  issues  have  been  gobbled  up 


A 50-year  bond,  you  say?  Hmmm. 
In  1943.  a  ticket  to  see  Casablan- 
ca cost  a  quarter,  and  30-year 
Treasury  bonds  paid  out  2.5%.  In  1993. 
admission  to  Jurassic  Park  is  S7  or 
more,  and  the  long  Treasury  yields  6.8%. 
In  2043,  we  may  be  creating  our  own 
movies  via  virtual  reality  and  . . .  well, 
who  knows  where  interest  rates  will  be? 
Nevertheless,  a  small  yet  growing  group 
of  major  corporations  is  hawking  50-year 
bonds  to  lock  in  today's  (relatively)  low 
rates. 

And  the  market,  led  by  big  in- 
stitutional buyers,  is  snapping 
them  up.  Texaco  Inc.  trotted 
out  S150  million  in  50-year  secu- 
rities in  March — and  demand 
was  so  voracious  that  the  oil  com- 
pany expanded  the  issue  to  .$200 
million.  What's  the  attraction?  In- 
surers find  the  long,  long  bonds 
good  matches  for  long-term  policy 
liabilities.  Mutual  funds  like  it  that 
50-year  corporates  yield  about  a  per- 
centage point  over  30-year  Treasuries. 
Another  major  lure  is  the  strong  credit 
quality  of  the  five  superlong  issuers 
thus  far  (table):  Boeing.  AA;  Conrail,  A; 
Ford,  A;  the  Tennessee  Valley  Author- 
ity. AAA;  and  Texaco.  A  —  .  The  issuers 
are  all  industrial  outfits  that  need  big 
bucks  to  spend  on  plants  and  equipment, 
which  are  meant  to  last  a  long  time; 
Consolidated  Rail  Corp.,  for  instance, 
shelled  out  $491  million  last  year  to  buy 
rolling  stock  and  overhaul  track. 
more  to  come.  Although  no  other  50- 
year  issues  have  been  announced  to 
date.  Wall  Street  expects  more  to  appear 
as  long  as  rates  stay  low — a  pretty  good 
bet  for  the  next  few  months,  absent  any 
fresh  inflation  scares.  "There's  a  natural 
market  developing  for  longer-term  is- 
sues as  interest  rates  decline."  says  Da- 
vid A.  Jaeger,  vice-president  and  trea- 
surer at  Boeing  Co..  which  two  years 
ago  cast  off  its  long-standing  fear  of 
long-term  debt  and  embarked  on  a  $1.8 
billion  spree  of  ever-lengthening  maturi- 
ties, culminating  this  spring  when  it 
marketed  $175  million  in  50-year  bonds. 

Since  corporate  bonds  are  linked  to 
Treasury  yields,  the  Clinton  Administra- 
tion's plans  to  reduce  long-term  federal 
borrowing  and  increase  lower-payout 


short-term  debt — thinking  this  will  save 
on  interest  outlays — likely  will  spawn 
more  50-year  corporates.  Reason:  The 
action  should  flatten  the  yield  curve, 
meaning  that  short-term  Treasury  rates 
should  rise  and  make  corporations  less 
eager  to  issue  short-term  paper.  Long- 
term  Treasury  yields,  meanwhile,  should 
drop  some  more  due  to  scarcer  supply, 
allowing  companies  to  issue  50-year 
bonds  at  still  lower  yields.  Says  John  A. 


McKelvey,  Conrail's  comptroller: 
happy  to  do  the  opposite  of  what 
government  is  doing."' 

Super-long-term  corporate  debt  L 
a  new  phenomenon.  In  the  1800s, 
roads  sold  paper  with  100-year  m; 
ties;  one  line,  now  owned  by  Can; 
Pacific  Ltd.,  still  pays  4%  on  a  1,000 
bond.  With  long-term  rates  rema 
comfortably  low  for  much  of  this  ceil 
ry,  the  main  rationale  for  going  long 
to  do  with  matching  debt  with  ass 
expected  to  last  decades,  such  as  brid 
and  track,  not  with  locking  in  low 
pons  in  case  rates  shot  up.  Public  u 
ties,  with  big  needs  for  infrastruct 
spending,  took  over  from  railroads 
the  lone  private  issuers  of  debt  runn 
more  than  30  years. 

Then  came  the  dread  inflation  of 
1970s,  and  the  Federal  Reserve  pum 
up  rates  to  cool  off  prices.  Investnw 
grade  companies  were  paying  dou 
digit  interest.  Once  the  Federal  Rese 
started  to  ease  rates  lower  to  com 
the  economic  slowdown,  though,  cl 
financial  officers  began  thinking  ab 
locking  in  low  coupons  for  long  p 
\  ods.  In  1989,  TV  a  sold  a  $2.5  bill 
40-year  issue.  In  April,  1992, 
power  authority  became  the  f 
\  modern-day  U.  S.  issuer  of  50-y 
\  \  bonds,  floating  SI  billion  woi 
Boeing  followed  shortly  thf 
\  \  after  with  a  $100  million  priv 
placement  of  50-year  bonds  < 
publicly  floated  S175  million 


\       ■>  AO       \     the  long  stuff  earlier  this  v< 


GOING  FOR 
THE  LONGEST  BOND 

BOEING  Planemaker,  once  afraid  to  bor- 
row long-term  due  to  industry  cyclicity,  is- 
sued S100  million  50-year  private  place- 
ment lastyearand  made  S 1 75  million 
public  offering  this  spring. 
CONRAIL  Railroad  line  hopped  aboard 
and  floated  S250  million  in  50-year  paper 
in  May.  Attraction  is  same  as  for  other 
long  issuers:  locking  in  today's  low  rates. 
FORD  MOTOR  Now  that  the  No.  2  car 
company's  fortunes  are  improving,  it  un- 
veiled issue  for  S200  million  in  half-centu- 
ry bonds  on  June  10. 
TVA  Huge  federally  backed  power  au- 
thority used  to  float  government-guaran- 
teed debt  but  disliked  restrictions  such  as 
ban  on  call  provisions.  In  April,  1992,  be- 
came first  modern-day  U.S.  issuer  of  50- 
year  bonds,  raising  SI  billion. 
TEXACO  Until  rates  began  dropping,  av- 
erage maturity  of  oil  concern's  debt  was 
five  years.  In  March,  weighed  in  with  a 
S200  million  half-century  offering. 

DATA:  COMPANY  REPORTS.  BUSINESSWEEK 


No  doubt,  half-century  pa] 
is  a  good  deal  for  the  issuers.  They  p 
at  most,  a  quarter-point  more  than  fo 
30-year  corporate  bond  and  don't  have 
fret  about  coughing  up  the  principal 
two  whole  decades  longer.  And  then 
course,  comes  the  question  of  low  rat 
To  issuers,  says  Jessica  Palmer,  a  m  j 
aging  director  and  co-head  of  capi 
markets  at  Salomon  Brothers  Inc..  ": 
very  much  like.  'Let's  lock  in  these  ra 
for  as  long  as  we  can  get  away  w 
it.'  "  Three  of  the  50-year  issuers  ; 
sufficiently  confident  that  rates  are  at 
near  their  low  point  that  they  didn't 
elude  provisions  to  call  the  bonds  bef< 
maturity.  Only  Texaco  and  the  tva  p 
vided  that  at  20  years,  if  rates  are  ev 
lower,  they  can  pay  off  principal. 
big  changes.  But  is  the  50-year  secur 
a  wise  move  for  buyers?  "Holders  < 
subject  to  all  sorts  of  risks,"  warns  D; 
iel  J.  Donoghue,  group  vice-president 
Duff  &  Phelps  Credit  Rating  Co.  "Vi 
technical  changes  may  cause  product 
solescence.  That  won't  help  issuers  mf 
their  obligations."  John  Hancock  Muti 
Life  Insurance  Co.  is  one  institutioi 
buyer  that  refuses  to  touch  50-year  c 
porates.  F.  Allen  Weisenfluh,  Hancoc! 
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-president  for  corporate  finance, 
!S  how  easily  business  reverses  can 
an  issuer's  credit  rating  and  ques- 
s  whether  some  borrowers  will  be 
ind  in  the  coming  century, 
'hile  the  quintet  of  ultralong  issuers 
existed  in  1943  (Conrail  was  created 
i  the  wreckage  of  Penn  Central  in 
early  1970s),  their  business  environ- 
t  has  changed  radically.  Boeing,  for 
ince,  was  overwhelmingly  a  military 
ractor  during  World  War  II,  when  it 
;  B-17  Flying  Fortresses.  Now,  80% 
he  company's  revenue  comes  from 
mercial  jetliners,  which  were  Buck 
ers  pipe  dreams  in  the  1940s.  That's 
I  in  an  era  of  declining  defense  bud- 
.  Just  the  same,  commercial  aircraft 
ips  have  slammed  Boeing  about 
:  a  decade. 

als  abound.  All  of  the  demi-cente- 
'  issuers,  in  fact,  have  been  buffeted 
ne  calamity  or  another,  whether  eco- 
ic  downturns,  foreign  competition, 
jgal  woes.  And  there's  no  reason  to 
:ve  they  and  others  will  be  exempt 
i  future  ill  fortune.  Texaco,  whose 
lings  dipped  during  the  recession, 
it  worse  still  in  the  late  1980s.  The 
2fiant  went  through  bankruptcy  as 
result  of  a  huge  damage  award  from 
attempts  to  meddle  with  Pennzoil 
5  bid  to  take  over  Getty  Petroleum 
).  Ford  Motor  Co.,  which  suffered 
years  of  red  ink  before  a  respect- 
showing  in  1993's  first  quarter,  is 
ng  that  its  hot-selling  lines  such  as 
Taurus  keep  the  good  news  rolling, 
rail  lost  money  in  1991  and  returned 
rofitability  only  last  year.  Even  the 
:rally  backed  TVA  went  through 
jh  times:  In  the  mid-1980s,  harrow- 
costs  from  the  authority's  botched 
ear-plant  program  proved  financially 
istating. 

le  TVA  and  the  other  members  of  the 
ear  Club  at  least  are  in  pretty  good 
)e  now.  But  lower-ranked  credits — 
.e  below  A — need  not  apply  for  half- 
ury  financing,  thank  you.  "No  way 
d  see  General  Motors  going  out  50 
*s,"  says  Conrail's  McKelvey.  Stan- 
1  &  Poor's  Corp.  downgraded  GM 
a  A-  to  BBB+  in  February.  Better 
lits  whose  future  is  uncertain  also 
away  from  the  longest  borrowings. 
AA-,  undergoing  troubles  from  fal- 
ig  markets  for  its  mainframe  com- 
:rs,  issued  30-year  paper  in  1989  and, 
;pt  for  an  offering  of  20-year  deben- 
ss  earlier  this  year,  has  stuck  with  5- 
!)-year  debt. 

ne  thing's  certain  about  50-year 
ds:  Most  of  the  people  buying  them 
t't  be  around  to  collect  the  principal, 
y  can  only  pray  that  the  issuers  will 
;here  to  pay  it. 

y  Larry  Light  in  New  York,  with  Tim 
irt  in  New  Haven,  Chuck  Hawkins  in 
'■nta,  and  Dori  Jones  Yang  in  Seattle 


INSURANCE  I 


IN  CALIFORNIA, 

A  BOTCHED  BAILOUT? 


Critics  say  the  Executive  Life  debacle  is  hurting  policyholders 


They  were  an  odd  couple  from  the 
beginning.  Leon  Black,  a  former 
head  of  mergers  and  acquisitions 
at  Drexel  Burnham  Lambert  Inc.,  had 
made  a  fortune  helping  Michael  R.  Mil- 
ken sell  billions  of  dollars  in  junk  bonds 
in  the  1980s.  John  Garamendi,  Califor- 
nia's politically  ambitious  insurance  com- 
missioner, rode  into  office  in  January, 
1991,  on  a  populist  wave  of  anti-big-busi- 


ness  sentiment,  railing  against  the  evils 
of  junk  bonds.  But  by  the  spring  of  1991, 
Black  and  Garamendi  found  themselves 
allied  in  a  $3.5  billion  deal  to  save  one  of 
Milken's  largest  clients,  faltering  Execu- 
tive Life  Insurance  Co. 

Two  years  after  its  seizure  by  Gara- 
mendi, Executive  Life  remains  unres- 
cued  and  its  policyholders  unreimbursed. 
Most  of  the  public  attention  on  the  epi- 
sode has  focused  on  Garamendi  and  a 
series  of  what  critics  claim  were  miscal- 
culations that  prolonged  the  rescue  un- 
necessarily. "I'm  not  into  hindsight," 
says  Garamendi.  "It  was  the  path  that 
worked  at  the  time."  But  what's  most 
remarkable  about  the  Executive  Life 
saga,  and  what  has  largely  avoided  no- 
tice, is  the  fact  that  Black  and  his  man- 
agement firm,  Lion  Advisors,  have  been 
able  to  insinuate  themselves  into  the  res- 
cue process  so  intimately  that  at  times 


they  almost  seem  more  agile  in  dealing 
with  the  unfolding  events  than  Gara- 
mendi. Garamendi  ended  up  with  his  rep- 
utation tarnished  and  his  dream  of  run- 
ning for  governor  in  1994  clouded. 
Certain  Executive  Life  policyholder 
groups  are  likely  to  receive  millions  of 
dollars  less  than  originally  anticipated. 
But  Black's  adroit  maneuvering  enabled 
him  and  his  French  client,  Altus  Fi- 
nance, a  subsidiary 
of  Credit  Lyonnais, 
to  reap  what  has 
turned  into  a  bil- 
lion-dollar bonanza: 
Executive  Life's 
portfolio  of  junk 
bonds.  Black  and 
his  partners  have 
declined  to  com- 
ment publicly. 
lion's  share.  Lion 
Advisors  was  in- 
volved with  Execu- 
tive Life  months 
before  Garamendi 
came  on  the  scene. 
In  December,  1990, 
news  reports  began 
to  circulate  that 
Executive  Life 
would  soon  fail. 
Craig  M.  Cogut,  a 
former  Drexel  law- 
yer and  Black's  key 
strategist  at  Lion 


1 


CALIFORNIA  INSURANCE 
COMMISSIONER 
GARAMENDI:  THE  EPISODE 
HAS  BECOME  A  PERSONAL 
SETBACK,  TARNISHING 
BOTH  HIS  REPUTATION 
AND  HIS  DREAM  OF  A 
GUBERNATORIAL  BID 


Advisors,  paid  a  call  on  then-First  Exec- 
utive CEO  Fred  Carr.  Would  Carr  be  in- 
terested in  selling  some  of  the  nearly  $9 
billion  in  junk  bonds  on  the  company's 
balance  sheet?  Carr  liked  the  idea  and 
started  talking  deals  with  Cogut. 

But  Cogut  wasn't  the  only  one  to  see 
an  opportunity.  Garamendi,  California's 
first  elected  insurance  commissioner, 
saw  a  chance  to  make  his  mark.  In  April, 
1991,  he  ordered  Executive  Life's  sei- 
zure. Yet  Black's  team  had  been  discuss- 
ing restructuring  possibilities  for  Execu- 
tive Life  with  the  new  commissioner 
since  February.  To  spur  other  bidders, 
Garamendi  over  the  next  four  months 
negotiated  with  Cogut  to  come  up  with  a 
bid  against  which  all  future  bids  for  the 
ailing  insurance  company  and  its  junk 
bonds  were  to  be  judged.  Garamendi  in- 
sisted that  any  bid  for  the  junk  bonds 
had  to  be  accompanied  by  a  bid  for  the 
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insurance  operations.  There  is  no  evi- 
dence that  Black  helped  engineer  Gara- 
mendi's  strategy,  but  both  moves  en- 
trenched his  group  as  the  front-runner. 

To  Garamendi  and  his  crew,  the  junk- 
bond  portfolio  seemed  a  time  bomb,  as 
the  junk-bond  market  was  sinking  fast. 
But  where  Garamendi  envisioned  disas- 
ter, Black  and  Cogut  knew  there  was 
potential  value — plenty  of  it — because 
their  outfit  had  firsthand  knowledge  of 
many  of  the  junk-bond  issues.  Garamen- 
di's  advice  came  from  a  team  led  by 
money  manager  GB  Capital  Management 
Inc.,  a  Mill  Valley  (Calif.)  group  criti- 
cized by  some  Wall  Streeters  at  the  time 
for  an  alleged  lack  of  junk-bond  experi- 
ence, a  criticism  GB  Capital  refutes. 

Black's  bid  was  elegant  in  its  simplic- 
ity: Altus  would  pay  close  to  S3  billion  to 
buy  all  of  the  junk  bonds,  which  would 
be  managed  by  Lion  Advisors  for  a  per- 
centage of  the  profits.  And  to  provide 
policyholders  with  an  estimated  95c  on 
the  dollar,  a  European  group  led  by  lit- 
tle-known French  insurer  Mutuelle  As- 
surance Artisanale  de  France  (MAAF) 
would  buy  the  remaining  insurance  oper- 
ations and  infuse  $300  million  in  fresh 
capital  into  the  company.  Cogut's  team 
arranged  for  Altus  to  lend  most  of  the 
money  to  the  MAAF  group  for  the  capital 
infusion,  with  Credit  Lyonnais  providing 
a  formal  guarantee  of  that  payment. 
few  players.  Garamendi's  decision  to 
float  Black's  already  structured  bid,  os- 
tensibly to  streamline  the  process,  back- 
fired. A  number  of  potential  bidders  con- 
tacted by  New  York-based  Blackstone 
Group.  Garamendi's  investment  bankers, 
weren't  interested  in  playing,  in  part 
because  they  didn't  want  to  compete 
with  a  group  that  had  been  combing  the 
insurer's  books  for  months  and  had  a 
deal  already,  in  effect,  0.  K.'d  by  the 
commissioner. 

Not  everyone  was  put  off  by  Gara- 
mendi's approach  to  the  sale.  In  August, 
the  National  Organization  of  Life  & 
Health  Guaranty  Assns.  (NOLHGA),  an 
association  of  state  guaranty  funds, 
along  with  groups  that  included  finan- 
cier Richard  Rainwater,  insurance  execu- 
tive Eli  Broad,  and  San  Francisco-based 
investment  firm  Hellman  &  Friedman, 
announced  that  they  want- 
ed to  bid. 

Garamendi  pushed  aside 
the  French  bid  and  tenta- 
tively tapped  xolhga's 
proposal.  But  he  placed 
several  conditions  on  ap- 
proval of  their  plan.  Arthur 
0.  Dummer.  chairman  of 
the  Executive  Life  Task 
Force  of  N'OLHGA,  says  he 
now  thinks  "the  conditions 
were  designed  not  to  be 
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met."  He  contends  that  Garamendi  only 
picked  xolhga's  plan  to  force  up  the 
price  being  offered  by  the  French  and 
other  groups.  Garamendi  responds  that 
"we  did  not  use  nolhga  as  a  stalking 
horse." 

The  bid  by  NOLHGA  shook  up  the 
Black  camp.  When  it  appeared  that  the 
XOLHGA  bid  had  won,  Cogut  frantically 
tried  to  work  with  the  group  to  get  some 
role  for  his  French  client  in  the  deal. 


EXECUTIVE  LIFE'S 
BATTLE  FOR  LIFE 

APRIL,  1991  California  Insurance  Com- 
missioner John  Garamendi  seizes  near-in- 
solvent Executive  Life  Insurance. 
AUGUST,  1991  Garamendi  tentatively 
accepts  bid  from  French  investors  led  by 
Altus  Finance,  a  subsidiary  of  Credit  Lyon- 
nais. But  he  invites  others  to  top  the  bid. 

OCTOBER,  1991  Garamendi  tentatively 
accepts  bid  from  association  of  state  in- 
surance-guaranty funds. 

NOVEMBER,  1991  Garamendi  rejects 
state  guaranty-fund  bid.  He  reopens  bid- 
ding, then  accepts  new  French  bid. 
MARCH,  1992  Sale  of  Executive  Life's 
junk-bond  portfolio  to  Altus  is  completed, 
raising  S3. 25  billion. 
MARCH,  1993  After  hearing  challenge 
by  Executive  Life  bondholders,  the  Cali- 
fornia court  of  appeals  rejects  details  of 
the  French  plan,  rules  it  unfairly  restricts 
what  bondholders  can  recover. 
JUNE,  1993  State  court  opens  hearings 
on  a  revised  French  plan  in  downtown  Los 
Angeles.  Angry  policyholders  drop  their 
criticism,  while  bondholders  raise  further 
objections. 
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Garamendi.  though,  rejected  the  XOLHGA 
bid  on  the  grounds  that  the  insurance 
group  was  unable  to  meet  his  conditions. 
He  opened  the  bidding  once  again,  and 
10  days  later,  Black's  group  won  by  up- 
ping  their  offer  for  the  bonds  by  S250 
million  and  getting  MAAF  to  sweeten  its 
half  of  the  deal  by  an  estimated  S150 
million. 

The  additional  cash,  though,  paled  be- 
|-|  side    the    profits  that 
Black's  group  reaped.  In 
March,  1992,  the  Black 
group  acquired  Executive 
Life's  junk  portfolio  for 
$3.25  billion.  Thanks  in  part 
to  a  rally  in  the  junk  mar- 
ket, the  portfolio,  accord- 
ing to  some  estimates,  has 
|  grown  by  as  much  as  $1.3 
billion,  a  gain  people  close 
to  Black  dispute. 
The  Black  group's  effort 


a 


to  complete  the  deal  was  hampered 
court  battles  involving  holders  of  $ 
billion  in  municipal  bonds  linked  to  Ex 
utive  Life.  The  proceeds  of  the  muni 
ferings  had  been  invested  in  Execut 
Life  guaranteed-investment  contracts, 
Gics.  In  his  quest  to  get  the  most  moi 
for  policyholders,  Garamendi  attemp' 
to  freeze  out  the  bondholders.  Attorn< 
acting  on  behalf  of  the  muni-GlC  holde 
filed  suit.  Instead  of  working  out  a  s 
tlement  with  the  muni-GIC  holders  wh 
it  appeared  that  he  had  the  upper  ha 
in  court,  Garamendi  stood  fast. 

A  year  later,  the  California  Court 
Appeal  rejected  the  French  bid,  ruli 
that  the  muni-GIC  holders  were  to 
treated  like  any  other  policyholder.  Tr. 
meant  giving  them  a  cut  of  the  S7.2  1 
lion  pie  of  assets  that  was  to  be  diwi 
up  among  the  regular  policyholde: 
thus  reducing  what  some  policyholde 
had  been  promised. 
new  enticements.  These  maneuve 
ended  up  posing  big  problems  for  t 
Black  forces.  Buoyed  by  their  victoi 
attorneys  representing  the  muni-GIC 
terests  filed  a  motion  to  undo  the  S3 
billion  sale  of  the  junk-bond  portfolio, 
the  legal  wrangling  has  dragged  on,  (  h 
gut  has  had  to  scramble  to  hold  the  d<  I 
together.  Since  August,  1991,  three 
the  original  seven  members  of  the  ma  : 
Group  have  dropped  out  over  frustrati 1 
with  the  delay.  Cogut  has  burned  up  t  I 
phone  lines  to  Europe,  keeping  an   i  ] 
creasingly  impatient  MAAF  from  backi 
off  as  well. 

To  regain  the  initiative,  the  Bla  i. 
forces  submitted  a  new  bid  for  Exa  i : 
tive  Life  on  June  9.  The  new  plan  off<  : 
an  additional  S80  million  in  potential  s 
tlement  payments  and  promises  tl  I 
policyholders  will  get  all  profits — ci  i 
rently  about  S150  million — from  a  port  mi 
lio  of  largely  illiquid  assets  still  on  Ex  t 
utive  Life's  books.  Under  the  previo  | 
plan,  those  dollars  went  to  the  MA  : 
group.  These  enticements  forced  a  nu  ;-. 
ber  of  the  plan's  former  opponents  r- 
sign  on  grudgingly  to  the  deal. 

The  Black  group  has  also  headed  c  - 
another  potential  roadblock  to  the  de  i 
Eli  Broad,  chairman  of  Los  Angel 
based  insurer  SunAmerica  Inc.,  notdfi  [. 
Garamendi  in  early  June  that  he  mig 
make  a  bid.  Rather  than  risk  furtr 
delay  or  a  complete  collapse  of  the  de$- 
Black  cut  Broad  in  for  a  33^  stake  in  ti 
new  insurance  holding  company. 

Hearings  on  the  sweetened  French  Ij 
are  now  being  held  in  Los  Angeles.  Is. 
far  from  clear  how  Garamendi,  Exe<- 
tive  Life's  policyholders,  and  the  ma) 
other  interested  parties  will  emer= 
from  the  fracas.  Putting  one's  money*. 
Black,  though,  is  probably  not  a  bad  b- 
By  Amy  Barrett  in  Los  Anget 
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SURPRISING 
HYSIQUE 
r HERCULES 


■  erodes  is  flexing  its  muscles. 
IHAs  the  producer  of  specialty 
H  chemicals  and  rocket  motors 
:  shed  fat  and  boosted  earnings,  its 
ire  price  has  taken  wing,  climbing 
m  under  60  last  December  to  73  on 
le  15.  What's  more,  some  pros  think 
upside  momentum  has  just  begun. 
it  first  glance,  that's  hard  to  be- 
e.  Hercules  produces  a  line  of  prod- 
s  that  caters  to  mature  markets,  in- 
ding  paper  and  chemicals.  The 
lpany  is  big  in  water-soluble  poly- 
rs  and  coatings  used  in  paints,  adhe- 
js,  and  cosmetcs — hardly  growth 
as  in  a  time  of  tepid  economic  ex- 
ision.  And  the  chances  of  the  mili- 
|  spending  budget  increasing  are 
ler  slim.  But  the  "big  difference  is 
/  Hercules'  management,  led  by 
lirman  and  CEO  Tom  Gossage,  has 
irected  its  focus  toward  boosting 
reholder  value,"  says  Arnold 
meidler  of  A.  R.  Schmeidler,  a  New 
•k  investment  firm.  He  sees  "the 
:k  hitting  90  in  a  year,  based  on 
it  Gossage  is  trying  to  achieve." 
or  one  thing,  the  company  has  been 
ing  off  certain  assets,  adding  to  an 
■ady  healthy  flow  of  excess  cash. 
5  cash,  after  operating  expenses 

dividend  payments,  is  being  used 
>uy  back  10.5  million  shares.  Some 
million  shares  have  already  been 
archased. 

AMING  fat.  John  Wyman,  a  portfo- 
nanager  at  Schmeidler,  figures  that 
cules'  excess  cash  flow  will  total 
ut  $110  million,  or  $2.50  a  share, 
year.  In  addition,  the  company  is 
ected  to  receive  in  the  third  quarter 
limbursement  of  some  $250  million, 
(early  $6  a  share,  from  the  U.  S.  Air 
ce  on  its  Titan  IV  solid-rocket-mo- 
contract.  "We  expect  all  this  cash 
>e  applied  toward  the  repurchase  of 
res,"  says  Wyman.  Over  the  next 
nonths,  Hercules  intends  to  repur- 
?e  some  3.5  million  shares,  reducing 
1  shares  outstanding  to  40  million 
n  43.5  million. 

t  the  same  time,  Gossage  and  his 
lagement  team  have  been  applying 
:-management  strategies.  Since 
[|  some  22%,  or  4,500  employees, 
s  been  let  go.  The  next  cuts  will  be 
heir  European  operations,  Gossage 
analysts  recently.  The  company  is 


WILL  HERCULES  FIND 
NEW  STRENGTH? 
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targeting  a  return  on  equity  of  14%'  by 
1995,  up  from  this  year's  11%. 

Wyman  sees  profits  jumping  to  $4.30 
a  share  this  year  and  to  $5.10  in  1994 
from  1992's  $3.69  and  1991's  $2.92. 
"These  results  can  be  achieved  by  mar- 
gin expansion,  share  repurchases,  and 
restructuring,"  he  says.  The  next  unit 
Hercules  may  sell,  says  Wyman,  is  the 
money-losing  aerospace  business, 
which  accounts  for  15%'  of  sales. 


TEMPORARY  HELP— 
AT  A  GOOD  PRICE 


Ina  takeover,  the  buyer's  stock  usu- 
H  ally  tumbles  when  the  deal  is  an- 
■  nounced.  To  some  pros,  that  situa- 
tion sometimes  presents  an 
opportunity  to  buy  shares  on  the 
cheap.  That's  how  they  now  see  Olsten, 
the  nation's  third-largest  temporary- 
help  provider. 

Olsten  surprised  the  Street  on  May 
10  by  announcing  a  takeover  of  Life- 
time, a  major  provider  of  health-care 
services  in  the  home,  with  revenues  of 
nearly  $1  billion.  Olsten  agreed  to  pay 
$33  a  share  in  stock  for  Lifetime, 
which  had  been  trading  on  the  Big 
Board  at  24  a-  share,  and  Lifetime's 
stock  price  soared.  Predictably,  01- 
sten's  shares  fell — from  27  to  24  that 
day.  They  are  now  trading  at  22. 

"We  think  the  stock  has  become 
very  cheap  at  its  current  price,"  says  a 
portfolio  manager  at  IDS  Financial  Ser- 
vices, which  owns  4.5%  of  the  stock. 
"We  liked  Olsten  before  the  merger, 
and  we  like  it  even  more  now  with  the 
impending  acquisition  of  Lifetime." 

Analyst  Judith  Scott  of  Robert  W. 
Baird  in  Milwaukee  says  the  Olsten- 


Lifetime  combination  will  be  "very  pos- 
itive" for  the  temporary-help  provider. 
The  merging  of  operations,  which  will 
almost  double  Olsten's  revenues  to  a 
combined  $2.6  billion,  should  immedi- 
ately add  to  earnings,  she  says. 

She  sees  Olsten's  earnings  rising 
from  1992's  87$  to  $1.15  a  share  this 
year  and  $1.50  in  1994.  Additional  op- 
portunities, such  as  paying  down  Life- 
time's debt  with  Olsten's  cash  and 
eliminating  work  duplications,  could  in- 
crease earnings  further,  says  Scott. 

The  merger  will  make  Olsten  "by  far 
the  nation's  largest,  most  geographi- 
cally diverse  home  health-care  compa- 
ny," says  the  analyst. 


A  ZOE-KIMBA 
PLAY 


All  the  hullabaloo  over  nannies 
after  President  Clinton  nomi- 
nated Zoe  Baird  and  then 
Kimba  Wood  for  Attorney  General  has 
called  attention  to  the  enormous  de- 
mand for  such  caregivers.  On  Wall 
Street,  there  is  smart  money  that 
thinks  the  publicity  over  the  nanny 
problem  presents  an  opportunity  to  in- 
vest in  at  least  one  company:  Canter- 
bury Educational  Services,  a  federally 
accredited  vocational  school  chain. 
Some  pros  have  started  buying  its 
shares,  now  trading  at  5%. 

Canterbury  has  10  schools  located  in 
California,  Florida,  Nevada,  New  Jer- 
sey, and  Pennsylvania  offering  train- 
ing in  such  areas  as  medical  technol- 
ogy, nursing,  and  word-processing. 
Last  October,  Canterbury  acquired  a 
school  for  nannies,  the  American  Nan- 
ny College  in  Montclair,  Calif.,  which 
posted  revenues  of  $750,000  last  year. 
But  over  the  next  24  months,  "we  will 
expand  the  nanny  school  into  our  other 
schools  in  five  states,  and  we  project 
revenues  to  increase  substantially," 
says  Canterbury  Chairman  Stan  Pikus. 

"There  aren't  many  nanny  schools, 
so  we  think  the  rising  consciousness 
for  nannies  will  also  increase  demand 
for  our  school,"  Pikus  adds.  Canter- 
bury posted  revenues  of  $13.7  million 
last  year,  and  he  expects  revenues  will 
jump  to  more  than  $17  million  in  1993 
and  then  rise  to  $35  million  in  1994. 

"We  have  started  a  nanny  placement 
service,  too,  which  we  expect  will  be 
very  profitable,"  adds  Pikus.  One  big 
investor,  who  thinks  the  stock  will  hit  8 
sometime  this  year,  expects  Canter- 
bury will  earn  30$  a  share  this  year — 
up  from  last  year's  21<f— and  40$  to  45$ 
in  1994. 
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FAMILY  FEUDS  I 


BEHIND  THE  BLOODY  BATTLE 
DART'S  BOARDROOM 


The  Haft  family  feud  pits  real  estate  vs.  retail  and  secrecy  vs.  openness — not  just  father  against  s( 


■  t  was  delicate  business  for  Warren 
I  E.  Tydings.  The  Dart  Group  Corp. 
H  director  was  trying  to  mediate  a 
blood  feud  between  his  friend.  Dart 
Chairman  Herbert  H.  Haft,  and  Haft's 
son  Robert.  Although  the  father-son 
team  had  worked  together  for  nearly 
two  decades  to  build  the  company's  net- 
work of  discount  chains— including  Trak 
Auto,  Crown  Books,  and  Shoppers  Food 
Warehouse— they  now  quarreled  over 
just  about  everything.  On  May  22,  the 
81-year-old  Tydings  died,  having  accom- 
plished little  in  his  two  months  of  peace- 
making attempts.  At  his  funeral,  his 
widow,  Anna  Marie,  took  the  elder  Haft 
aside  and  told  him  that  her  husband's 
dying  wish  was  that  the  Hafts  work  out 
their  problems. 

That  deathbed  appeal  won't  be  grant- 
ed anytime  soon.  The  family  rift  runs 
the  gamut  of  issues,  from  how  quickly  to 
expand  a  new  chain  of  liquor  outlets  to 
whether  Dart  should  reveal  more  infor- 
mation to  shareholders.  By  far  the  most 
explosive  issue  has  to  do  with  whether 
72-year-old  Herbert,  who  owns  57%  of 
the  company,  will  turn  over  control  to 
40-year-old  Robert,  who  owns  only  8.3%. 
Herbert's  wife,  Gloria,  controls  18%  of 
the  stock  and  has  sided  with  Robert. 
Another  son,  Ronald,  who  runs  the  Haft 
family's  real  estate  business,  and  daugh- 
ter, Linda,  who  is  an  officer  with  the 
company's  finance  arm,  have  not  yet 
publicly  taken  sides.  Both  own  8.3%. 

The  drama  could  climax  at  the  June 
25  annual  meeting  in  Landover,  Md.  At 
the  urging  of  the  senior  Haft,  share- 
holders will  vote  on  a  plan  to  oust  Rob- 
ert and  his  mother  from  the  board.  "This 
is  about  Herbert  trying  to  show  that 
he's  in  charge,"  says  one  Dart  execu- 
tive. But  supporters  of  the  elder  Haft 
contend  that  he  is  only  trying  to  thwart 
a  bald-faced  power  grab  by  his  son. 

It  would  be  easy  to  dismiss  the  Haft 
family  feud  as  an  aberration.  In  fact, 
such  spats  occur  often  at  family-run  en- 
terprises. Founders  resist  stepping  aside, 
while  aggressive  offspring  grow  impa- 
tient for  real  power.  In  business,  such 
"tense  conflicts  between  father  and  son 


are  as  old  as  time,"  says  Jonathan  J. 
Ledecky,  president  of  the  Legacy  Fund, 
a  Washington-based  firm  that  invests  in 
family-owned  businesses.  In  such  situa- 
tions, "a  dysfunctional  family  can  often 
translate  into  a  dysfunctional  business." 
LACKLUSTER.  That  certainly  has  been  the 
case  of  late  at  Dart,  where  the  company 
earned  a  paltry  $32  million  on  opera- 
tions—despite sales  of  $1.3  billion  in  the 
fiscal  year  ended  Jan.  31.  Just  who 
is  to  blame  for  the  poor  performance  § 
is  open  to  debate.  But  there  is  little 
question  that  the  rift  between  father 
and  son  has  made  things  worse.  This  is 
the  story,  pieced  together  from  public 
documents  and  interviews  with  Dart 
board  members,  executives,  and  people 
close  to  the  Hafts,  of  why  the  family 
is  tearing  itself  apart. 

The  tale  begins  in  1954,  when 
Herbert,  a  trained  pharmacist, 
and   Gloria,   a  cosmetologist, 
opened  the  first  Dart  drugstore 
in  downtown  Washington.  The 
pharmacy  trade  came  natural- 
ly: Herbert's  Russian  immigrant 
father  had  owned  a  drugstore  in 
Baltimore.  Gloria  often  worked  be- 
hind the  Dart  counter,  and  Rob 
ert,  even  as  a  toddler,  tagged 
along  with  his  dad  to  drug 
conventions.    The  Hafts 
eventually  built  a  73-store 
discount  drug  chain. 

In  1977,  fresh  out  of 
Harvard  business  school, 
Robert  became  a  manag- 
er. A  year  later,  he  created 
Crown  Books  Corp.,  a  dis- 
count operation  that  is  now 
the  nation's  third-largest  book- 
seller, and  installed  himself  as 
company's  TV  pitchman.  In  1979 
Dart  launched  Trak  Auto  Corp 
which  sells  discount  auto  parts  and 
accessories.  By  1984,  the  family  had 
sold  off  the  ailing  drugstore  chain  in 
a  leveraged  buyout  for  $160  million. 
The  Hafts  added  to  their  fortune  with  a 
series  of  takeover  attempts  in  the 
1980s— including  a  battle  for  Safeway 
Inc.  in  which  the  eventual  acquirer 


bought  out  their  shares  at  a  premiu 
Both  Herbert  and  Robert  were  toi 
aggressive  businessmen.  They  got  al 
well,  despite  the  fact  that  Herbert  w 
product  of  the  school  of  hard  knoi 
while  Robert  was  more  the  B-school, 
alytical  type.  Over  time,  Herbert 
came  less  involved  in  the  retail  end 
focused  more  on  Dart's  real  estate 
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is,  among  other  things.  In  1991,  he 
de  several  trips  to  the  Soviet  Union 
;ry  to  buy  scrolls  sacred  to  the  Luba- 
:hers,  a  Hasidic  Jewish  sect.  Mean- 
ile,  he  advised  Boris  Yeltsin  on  im- 
ving  food  distribution  and  traveled 
Budapest  to  act  as  an  official  observ- 
in  Hungary's  first  free  elections. 
TIMETABLE.  But  occasionally  the  sen- 
Haft  would  dip  back  into  the  busi- 
s,  often  with  troublesome  results.  In 
ponse  to  rivals'  price  cuts  in  Chicago 
I  Los  Angeles  two  years  ago,  for  in- 
ice,  Herbert  slashed  Irak's  prices  on 
X)r  oil,  filters,  and  other  items,  some- 
es  to  below  cost.  Sales  soared,  but 
r  the  next  two  quarters,  Trak  lost 
million.  Then,  to  boost  growth,  he 
ided  to  open  11  new  outlets  in  San 
go,  only  to  shut  them  down  this  year 
si  the  market  couldn't  support  them, 
lerbert's  supporters  explain  that  the 
:e  cuts  boosted  market  share  while  ri- 
vals floundered.  And  the  San  Diego 
expansion,  he  »ys, ^tumbled 


because  of  two  unforeseen  events- 
Desert  Storm  and  Pentagon  cutbacks— 
both  of  which  devastated  the  area's 
economy.  Robert,  however,  felt  his  fa- 
ther's involvement  was  distracting  and 
hindered  the  development  of  a  coherent 
business  strategy.  So  this  past  March, 
Robert  broached  a  topic  that  had  been 
discussed  informally  in  family  councils 
for  years:  succession.  At  the  time,  Her- 
bert tacitly  agreed  to  step  down,  but 
he  gave  no  specific  timetable. 

Robert  started  acting  as  if  he  were 
CEO,  anyway.  He  prepared  a  memo  that 
outlined  his  vision  for  Dart  and  gave  it 
to  a  number  of  board  members  for  their 
comments.  Robert  emphasized  retailing, 
not  real  estate,  his  father's  first  love. 
And  drawing  on  lessons  from  Harvard, 
he  said  he  wanted  to  foster  a  more  open 
corporate  culture,  one  that  would  allow 
people  to  make  mistakes. 

Robert  also  wished  to  reach  out  to 
Wall  Street.  To  do  that,  he  wanted  to 
reveal  more  about  the  company  than 


i  LOOK  AT  THE 
HAFT  EMPIRE 

1993* 
REVENUES/OPERATING  INCOME 


DART  GROUP 

PARENT  COMPANY 


$1.3  Billion/$32  Million 
57%  controlled  by  Herbert 


TRAK  AUTO 


$316  Million/S20  Million 
317  Stores 
66%  owned  by  Dart 


CROWN  BOOKS 


$241  Million/$l 4  Million 
247  Stores 
5 1 %  owned  by  Dart 


SHOPPERS  FOOD  WAREHOUSE 


$693  Million/$  14  Million 
34  Stores 
Majority  owned  by  Dart 


CABOT-MORGAN  REAL  ESTATE 


$14  Million/$7  Million 
100%  owned  by  Dart 


DART  GROUP  FINANCIAL 


$4  Million/$3  Million 
100%  owned  by  Dart 

•FISCAL  YEAR  ENDED  JAN.  3t 


did  his  secretive  father.  Accordingly,  he 
included  a  broader  range  of  data  in  the 
most  recent  Crown  annual  report,  in- 
cluding a  plan  detailing  the  number  of 
stores  to  be  opened  over  the  next  two 
years.  Herbert  loathed  such  openness, 
seeing  the  revelations  as  a  way  to  help 
rivals,  or  a  basis  for  them  to  sue. 

Ten  days  alter  I  he  succession  meet  ing, 
the  mercurial  Herbert  announced  he  had 
changed  his  mind  about  stepping  down. 
It  didn't  help  that  father  and  son  were 
clashing  over  an  idea  of  Herbert's,  called 
Total  Beverage.  One  such  cut-rate  liquor 
store  already  was  in  operation  in  subur- 
ban Washington,  and  Herbert  asked 
Robert  to  find  a  CEO  for  the  company. 
Robert  supplied  two  candidates,  but 
Herbert  rejected  both,  saying  that  nei- 
ther was  qualified. 

At  the  Apr.  19  board  meeting,  things 
went  from  bad  to  worse.  Herbert  asked 
for  the  board's  approval  to  open  two 
more  Total  Beverage  stores  and  wanted 
to  move  fast.  Robert  suggested  more 
analysis  might  be  prudent,  and  the 
board  agreed.  Everything  was  rela- 
tively calm  until  Robert  suggested 
his  father's  projections  for  the  chain 
might  be  too  rosy.  Angry  at  what 
he  thought  was  Robert's  obstructive 
and  destructive  behavior,  Herbert 
suggested  that  his  son  simply  want- 
ed to  kill  his  idea.  One  observer  says 
the  meeting  became  so  tense  that  di- 
rector Tydings  was  nearly  moved 
to  tears.  "We  can't  go  on  like 
this,"  Herbert  muttered  when 
it  was  over. 

FAST  AND  FURIOUS.  The  rift 
probably  could  have  been 
mended  at  this  point,  were 
it  not  for  an  Apr-.  23  article 
in  The  Wall  Street  Journal 
that  referred  to  the  younger 
Halt  as  "de  facto  chief  execu- 
tve  for  the  last  two  years."  In 
the    piece,    Robert  noted 
Dart's    performance  had 
been  uneven  for  years  be- 
cause its  strategy  hadn't 
been  clear.  He  said  by  fo- 
cusing more  on  retail,  he 
hoped  to  lift  Dart's  net 
income  over  the  next  four 
years  to  $15  million,  from 
.7  million  last  year.  "Be- 
fore this,  we  had  a  simmer- 
ing little  fire  going,"  says  one 
Dart  director.  "But  the  .Journal  ar- 
ticle was  like  a  tanker  truck  filled 
with  kerosene  that  had  just  tipped 
over." 

Enraged  by  his  son's  statements, 
Herbert  had  a  letter  sent  to  Robert 
ordering  him  not  to  talk  to  Dart  em- 
ployees, customers,  or  suppliers.  He  act- 
ed because  he  believed  Robert's  com- 
ments in  the  Journal  article  showed  poor 
udgment.  Throughout  May,  Tydings 
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tried  to  mediate  the  feud,  as  did  Dart 
Director  Claudine  B.  Malone,  one  of 
Robert's  professors  at  Harvard  and  a 
family  friend. 

But  the  battle  flaired  completely  out 
of  control  at  a  May  24  meeting  of  the 
Crown  and  Trak  boards.  Given  the  seri- 
ous nature  of  the  gathering,  James  0. 
Leonard,  a  director  on  both  boards,  flew 
back  from  the  south  of  France,  where  he 
was  to  celebrate  his  75th  birthday  with 
his  wife.  Before  the  meeting,  Herbert 
had  sent  notice  that  he  planned  to  bring 
his  lawyer  and  advised  everyone  else 
to  bring  theirs.  Robert  and  his  mother 
decided  against  it.  But  other  directors 
made  sure  they  were  represented. 
BIRTHDAY  BOMB.  Normally  during  such 
meetings,  Mrs.  Haft  chose  to  stay  si- 
lent. Not  this  time.  According  to  a  wit- 
ness, she  got  up  and  asked:  "Why  are 
all  these  lawyers  here?  I  don't  have  a 
lawyer.  Why  can't  we  just  work  things 
out?"  She  urged  her  husband  not  to  act 
precipitously  in  ousting  her  and  her  son. 
"This  is  your  family.  This  is  a  business 
we  have  all  built  together,"  she  said.  "I 
implore  you,  as  your  wife  and  partner  of 
47  years,  not  to  do  it." 

When  she  was  done,  Herbert  sat  si- 
lently. Finally,  he  announced  that  he 
hadn't  decided  if  he  would  vote  in  favor 
of  the  proposed  Crown  board— suggest- 
ing his  wife  and  Robert  were  out.  Then 
he  said  that  the  Trak  board  meeting 
wouldn't  be  held  because  his  lawyer,  Mi- 
chael R.  Klein,  had  to  catch  a  plane  for  a 
partner's  meeting  in  Brussels.  That  an- 
noyed a  number  of  directors,  especially 
Leonard,  who  had  flown  in  from  France. 

The  die  was  clearly  cast.  On  Friday, 
June  4,  Dart  issued  a  statement  saying 
there  might  be  changes  in  the  boards  of 
Dart,  Trak,  and  Crown.  The  following 
Monday,  another  statement  came  out 
with  a  new  slate  of  board  members, 
making  it  clear  that  Robert  and  his 
mother  were  being  dumped. 

The  new  Dart  board  would  consist  of 
three  people:  Herbert,  Douglas  Breg- 
man,  a  real  estate  attorney,  and  Bonita 
A.  Wilson,  widow  of  Washington's  late 
city  council  chairman.  The  release  went 
on  to  say  that  Claudine  Malone  and 
James  Leonard  would  not  stand  for  re- 
election. There  was  "lack  of  agreement." 
it  explained,  between  the  two  directors 
and  "the  majority  shareholder,"  namely 
Herbert,  on  the  company's  direction. 

When  Herbert  eventually  steps  down, 
it's  likely  he  will  pass  over  Robert.  In- 
stead, he  could  turn  to  his  other  chil- 
dren. Some  Dart  insiders  still  hope  Her- 
bert will  relent  and  reinstate  Robert, 
who  has  played  a  greater  role  in  Dart's 
growth.  "This  is  a  family  business,  and 
you  can  never  count  family  out,"  says 
one  executive.  Actually,  in  a  family  busi- 
ness, you  can  never  count  on  anything. 

By  Murk  Lewyn  in  Washington 
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DENNY'S:  THE  STAIN 
THAT  ISN'T  COMING  OUT 


Can  a  pact  with  the  NAACP  help  it  overcome  charges  of  bias? 


It's  a  matter  of  common  sense,  says 
Jerome  J.  Richardson,  chief  execu- 
tive of  tw  Services  Inc.  Saddled  with 
$2.2  billion  in  long-term  debt  after  a 
1989  leveraged  buyout,  his  Spartanburg 
(S.  C.)  company  needs  all  the  money  it 
can  earn  from  its  Denny's  restaurants.  It 
would  be  crazy  to  refuse  any  customer 
because  of  skin  color,  he  says.  "Our  com- 
pany does  not  tolerate  discrimination  of 
any  kind,"  says  Richardson. 

Maybe  so.  But  lately  Denny's  has 
been  barraged  by  lawsuits  and  accusa- 
tions alleging  a  pattern  of  racial  discrim- 
ination. On  Mar.  24,  a  group  of  minority 
customers  in  San  Jose,  Calif.,  filed  a 
lawsuit  against  Denny's.  Among  the 
charges:  Denny's  required  cover  charges 
and  prepayment  of  meals  from  minor- 
ities. On  Apr.  1,  Denny's  agreed  to 
strengthen  its  policies  on  equitable  treat- 
ment to  settle  a  Justice  Dept.  suit  that 
accused  the  restaurant  chain  of  discrim- 
ination against  black  customers. 

Perhaps  most  damaging  was  the  high- 
ly publicized  lawsuit  filed  on  May  24  by 
six  African-American  Secret  Service 
agents,  who  claim  they  were  denied  ser- 
vice at  an  Annapolis  (Md.)  Denny's  be- 
cause of  deliberately  slow  service.  By 
contrast,  the  suit  alleges,  white  col- 
leagues were  served  in  a  timely  fashion. 
OBJECT    LESSON.  In 

each  case,  TW  claims 
that  if  any  discrimi- 
nation did  occur,  it 
was  in  direct  violation 
of  corporate  policies. 
But  Richardson  ad- 
mits he  can't  afford 
to  ignore  the  fire- 
storm of  negative 
publicity.  TW's  CEO 
is  already  in  talks 
with  Benjamin  F. 
Chavis  Jr.,  the  new 
executive  director  of 
the  National  Associa- 
tion for  the  Advance- 
ment of  Colored  Peo- 
ple (NAACP)  to  ham- 
mer out  a  policy  that 
could  serve  as  a  mod- 
el for  corporations. 
Among  the  possibil- 


ities: nationwide  testing  by  the  NAAC1 
Denny's  restaurants  to  identify  ra 
discrimination. 

In  many  ways,  TW's  travails  are 
object  lesson  for  Corporate  America, 
ten,  management  consultants  conte  ■. 
senior  executives  depend  too  heavily  th( 
policy  statements  instead  of  active  m  . 
itoring  and  training  to  avoid  discri  tei 
nation  complaints. 

The  issue  of  racism  has  already  h  jjy, 
other  corporations.  In  November,  pit! 
Shoney's  Inc.  restaurant  chain  agr<  j 
to  pay  $132.5  million  to  settle  a  laws  ani 
filed  by  minority  workers  and  job  se  licit 
ers  who  said  they  had  been  discrimii  t  to 
ed  against. 

Strains  are  already  beginning  to  si  jfi 
at  TW.  In  addition  to  its  Denny's  chi  jpti 
the  company  is  also  the  nation's  Is  jig  1 
est  Hardee's  franchisee,  the  parent  the! 
the  Canteen  food-service  company,  ;  jl  r 
owner  of  the  Quincy's  Family  Stem's 
house  and  El  Polio  Loco  restaur  j,  t| 
chains.  TW,  47%-owned  by  Kohlberg  P  j  ifo 
vis  Roberts  &  Co.,  was  hoping  for  m 
proved  cash  flow  from  its  restaura ,  t|| 
to  pay  down  more  of  its  debt.  But  fr  t ■;, 
chisees  are  afraid  that  the  bad  public  j 
is  driving  away  customers.  Don  Boha  ^, 
Denny's  only  black  franchisee,  comphrma 
that  business  at  his  restaurant  in  a  f ^ 
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MAR.  24  Lawsuit 
filed  by  minority 
customers  in 
California  alleges 
Denny's  employees 
refuse  to  serve 
African  Americans, 
impose  cover  charges, 
and  require 
prepayment  from 
minorities.  Expanded 
class-action  filing 
expected.  Denny's 
denies  allegations. 


linantly  black  neigh- 
lood  in  Los  Angeles 
down  about  18%, 
1800,  on  the  Sunday 
wing  the  news  of 
Secret  Service 
its'  complaint.  Bo- 
a  says  he  has  simi- 
reports  from  other 
thern  California 
ichisees. 

harges  of  discrimi- 
on  at  Denny's  first 
aced  after  an  inci- 
t  in  late  December, 
|  when  18  young 
lean  Americans  en- 
id  a  San  Jose  (Cal- 
Denny's  and  were 

they  each  had  to  pay  a  $2  cover 
rge.  What's  more,  they  were  told 
.  they  had  to  prepay  for  their  meals. 

group  later  said  white  teenagers 

nearby  table  told  them  they  neither 
I  a  cover  charge  nor  were  asked  to 
pay.  The  African-American  youths 
without  ordering,  and  they  told  their 
y  to  the  San  Jose  Mercury  News. 
AND  RUN?  Stung  by  the  negative 
licity,  several  top  TW  executives 
t  to  San  Jose  in  early  1992  and  met 
i  NAACP  leaders.  Richardson  said  he 
n't  aware  that  local  managers  had 
option  of  imposing  the  prepay  policy 
ng  late-night  hours  to  avoid  eat-and- 
theft.  But  he  points  out  that  only  35 
of  more  than  1,000  company-owned 
ny's  did  so  because  of  past  trouble. 

,  the  company  quickly  agreed  to 
i  the  policy  and  to  expand  sensitivity 
ling  for  staffers  nationwide.  In  the 
,  that  apparently  hadn't  been  viewed 

high  priority.  Much  more  time  was 
it  preventing  discriminatory  hiring 

tices.  Indeed,  Val  E.  Christensen, 

•man  of  Denny's  Franchisee  Adviso- 
louncil,  says  the  issue  of  discrimina- 


DENNY'S  MENU  FULL  OF  PROBLEMS 


APR.  1  Federal  judge 
approves  consent 
decree  between 
Denny's  and  U.S. 
Justice  Dept.  Denying 
any  pattern  of  racial 
discrimination, 
Denny's  agrees  to 
reinforce  policies  of 
equitable  treatment 
and  to  communicate 
guidelines  to  all 
employees  at 
restaurant  chain. 


MAY  24  Six  African- 
American  Secret 
Service  agents  file 
lawsuit  alleging  they 
received  such  slow 
service  at  a  Denny's  in 
Annapolis,  Md.,  that 
they  were,  in  effect, 
denied  service. 
Denny's  denies  the 
slow  service  was 
racially  motivated. 

DATA:  COMPANY  REPORTS, 
BUSINESS  WEEK 


tion  was  barely  addressed  when  he  went 
through  a  month-long  training  program 
before  opening  his  Victorville  (Calif.) 
franchise  four  years  ago.  "We  talked 
about  it  for  some  time,  10  minutes  or  20 
minutes,  then  we  moved  on,"  he  says. 

That  laissez-faire  attitude  seemed 
doomed  when  the  hometown  Spartan- 
burg newspaper  picked  up  the  San  Jose 
story  and  quoted  a  local  NAACP  official, 
Charles  Davis,  as  saying  tw's  race  rela- 
tions still  had  a  long  way  to  go.  When 
he  read  that,  Richardson  called  Davis 
and  invited  him  to  his  office.  During 
their  talk,  Richardson  asked  Davis  if 
the  naacp  would  help  devise  a  program 
to  combat  discrimination  at  Denny's.  By 
the  summer  of  1992,  TW  and  the  NAACP 
were  trying  to  fashion  a  broad  policy. 

But  if  tw's  CEO  thought  the  matter 
would  come  to  a  quick  conclusion,  he 
made  a  big  misjudgment.  To  start  with, 
the  law  firm  representing  the  San  Jose 
youths  filed  a  lawsuit  on  Mar.  24  and  in- 
cluded new  plaintiffs  and  new  allega- 
tions. One  came  from  a  mother  who  said 
her  daughter  was  denied  a  free  birthday 
meal  because  of  her  race.  In  the  mean- 
time, the  Justice  Dept. 
had  begun  its  own 
probe  and  concluded 
that  the  discriminato- 
ry practices  in  San 
Jose  were  widespread 
throughout  California. 
Without  admitting 
guilt,  Denny's  agreed 
to  sign  a  consent  de- 
cree to  reinforce  its 
antidiscrimination  poli- 
cies with  training  pro- 
grams for  Denny's 
staffers.  Then  came 
the  lawsuit  by  the  Af- 
rican-American Secret 
Service  agents. 

TW  apologized  to  the 
agents  and  fired  the 
manager  of  the  Annap- 
olis restaurant.  But 
the  company  denies 


Discrimination 
charges  from 
six  Secret 
Service  agents 
have  set  off  a 
firestorm  of 
bad  publicity 
for  CEO 
Richardson 


that  the  service  snafus 
were  racially  motivat- 
ed. Indeed,  TW  says 
the  manager  wasn't 
dismissed  for  discrimi- 
nation, but  for  failing 
to  tell  a  superior  of  the 
agents'  complaint.  Rich- 
ardson, who  plans  to 
fight  the  suit,  says  the 
restaurant  was  short- 
staffed  on  the  morning 
when  the  nearly  two 
dozen  agents  showed 
up. 

Looking  ahead,  Rich- 
ardson, a  56-year-old 
former  professional 
football  player,  hopes 
to  redeem  Denny's  reputation  with  the 
so-called  Fair  Share  pact  being  ham- 
mered out  between  TW  and  the  NAACP. 
In  addition  to  random  testing,  the  accord 
would  require  TW  to  hire  more  minority 
executives,  restaurant  managers,  and 
employees  and  boost  its  purchases  from 
minority-owned  suppliers.  The  accord 
also  calls  for  TW  to  add  at  least  one  mi- 
nority member  to  its  all-white  board.  A 
final  agreement  between  TW  and  the 
civil  rights  group  could  be  announced 
at  the  naacp's  July  convention  in  India- 
napolis. "This  would  go  far  beyond  any- 
thing we've  ever  done  before  with  a 
corporation,"  says  the  NAACP's  Chavis. 

Separately,  Chavis  says  TW's  CEO  has 
also  agreed  to  ensure  minority  partici- 
pation in  the  ownership  and  manage- 
ment of  a  National  Football  League  fran- 
chise that  Richardson  is  seeking  for 
Charlotte,  N.C. 

RESPECT.  So  far,  Richardson's  cooperation 
has  won  him  respect  from  civil  rights 
leaders.  "I'm  impressed  with  Jerry's  lev- 
el of  sincerity,"  says  Chavis.  Still,  the 
NAACP  says  Denny's  has  more  work  to 
do  in  improving  relations  with  the  Afri- 
can-American community.  For  example, 
it  points  to  Denny's  sole  black  franchis- 
ee, vs.  some  400  at  McDonald's. 

TW's  chief  hasn't  won  over  all  his  crit- 
ics, however.  "It's  a  foxhole  conversion, 
if  you  ask  me,"  says  John  P.  Relman  of 
the  Washington  Lawyers  Committee  for 
Civil  Rights  &  Urban  Affairs,  who  is 
representing  the  Secret  Service  agents. 
Relman  wants  a  nationwide  settlement 
similar  to  Shoney's  agreement. 

For  now,  most  analysts  believe  TW, 
which  renamed  itself  Flagstar  Corp.  on 
June  16,  can  avoid  Shoney's  fate.  The 
company's  conciliatory  tone  has  eased 
the  controversy  somewhat.  Still,  Rich- 
ardson has  a  more  urgent  challenge: 
convincing  the  public  and  his  employ- 
ees that  he  truly  believes  in  his  com- 
mon-sense notion  that  discrimination  is 
bad  business. 

By  Chuck  Hawkins  in  Spartanburg, 
S.  C,  with  bureau  reports 
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Our  Competitors  Are  So 
Confident  Of  Their  Products, 
They  Guarantee  Them  To  Last 

A  Third  As  Long  As  Ours. 


3  YEAR  WARRANTY 

All  COMPAQ  Computers* 


1  YEAR  WARRANTY 

IBM  PS/ValuePoint  and  PS/1 


1  YEAR  WARRANTY 

All  Packard  Bell  Computers 


1  YEAR  WARRANTY 

All  Dell  Computers 


* 


I 


[ 


t.  : 

IE 


why  all  PCs  are  not  the  same. 

That  there  are  important 
differences  in  quality.  .And  re- 
liability. And  compatibility. 

That,  in  the  end,  COMPAQ 
computers  are  designed  to  help 
you  get  more 
done  with  few- 
er problems. 

But  we  also 

The  COMPACLProLmea.  and  all  oinf^ 

know  that  this    a^JahU  comPuter5-  fea;ure  h'9h- ! 

performance  processors  from  Intel. 

could  sound  like  an  empty  ad- 
vertising promise  if  we  didn't 
back  it  up.  So  we  do. 

Because  unlike  others  who 


there's  a  common  misconception  to- 
dav  that  computers  are  all  alike.  That 
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nents. That  a  box  is  a  box  is  a  box. 
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Bvelopments  to  Watc 


)  BY  WILLIAM  D  MARBACH 

RACING  WAY  TO  GIRD 
ILDINGS  AGAINST  QUAKES 


During  the  cold  war, 
Taylor  Devices  Inc. 
in  North  Tonawanda, 
N.Y.,  developed  shock 
absorbers  to  protect  MX 
missiles  in  their  silos, 
and  other  military  gear, 
from  the  shock  of  nucle- 
ar explosions.  With  the 
State  University  of  New 
York  at  Buffalo,  the  com- 
pany is  using  the  tech- 
nology to  protect  build- 
ings from  earthquakes. 
When  activated  by  a 
9,  the  piston  in  each  stainless  steel  absorber  forces  silicon 
rough  the  device's  internal  passages  at  very  high  speed, 
converts  the  mechanical  energy  to  heat  and  dissipates  it, 
Taylor  Devices  President  Douglas  P.  Taylor, 
brace  a  building,  the  3-inch  diameter  steel  shock  absorb- 
an  be  anchored  to  the  building  frame  at  its  base  or  in  di- 
ll rows  every  three  floors.  Taylor  expects  to  begin  man- 
uring the  seismic  shock  absorbers  within  a  year— at 
3  ranging  from  $200  to  $30,000,  depending  on  the  size  and 
of  the  building  and  its  location. 


m  WHAT  GOT  CAUGHT 
miS  SPIDERWEB 


1  it  the  case  of  the  serendipitous  cobwebs.  At  IBM's  Alma- 
en  Research  Center,  Donald  S.  Bethune  was  trying  to 
•  tiny  magnetic  particles  encased  in  protective  carbon 
i.  Such  particles  might  lead  to  smaller  magnetic  comput- 
)rage  devices.  When  Bethune  vaporized  cobalt-containing 
m  electrodes,  he  got  a  big  surprise.  Normally,  the  mate- 
•ondenses  as  a  crumbly-looking  soot.  But  the  experi- 
's  chamber  was  filled  with  cobweblike  strands  hanging 
the  walls.  "No  one  had  seen  anything  like  it  before," 
ane  recalls.  "We  said,  'What  in  the  world's  going  on?' " 
thune  rushed  the  spidery  stuff  to  IBM's  electron  microsco- 

who  found  the  strands  contained  pure  carbon  tubes 
one-billionth  of  a  meter  in  diameter.  Each  tube's  wall, 
me  recounts  in  Nature,  is  only  one  atom  thick.  Calcula- 
suggest  that  such  tubes,  also  being  reported  in  Nature  by 
rchers  at  NEC  Corp.,  may  be  far  stronger  than  carbon  fi- 
in  today's  carbon-composite  materials  in  tennis  rackets 
Stealth  fighters.  Composites  based  on  the  tubes  may 

big  advances  in  strength  and  versatility.  "We  hope  they 
md  up  being  commercially  important,"  says  Bethune. 


tUCIHG  UP  FLICKERS 
T  GOT  SLICKER 


:ty  million  feet  of  history  on  film  was  crumbling  away  in 
le  Fox  News  Movietone  archives.  So  Fox  engineers  An- 

Setos  and  Evans  Whetmore  designed  two  scanners  to 
irt  decades  of  11-minute  Movietone  News  reels  and  out- 

to  digital  images.  Fox  will  use  the  digitized  footage  to 
e  videotapes  that  are  compatible  with  the  worldwide 
i  of  TV  standards,  including  HDTV.  The  traditional  meth- 


od of  transferring  old  film  to  safety-base  film  "would  have  cost 
10  times  as  much  and  taken  a  decade,"  says  Setos. 

To  build  the  scanners,  Setos  and  Whetmore  did  their  tech- 
nology shopping  mainly  in  the  defense  industry.  The  imaging 
chip  in  the  scanner  was  developed  by  Eastman  Kodak  Co.  for 
a  surveillance  camera.  "After  our  needs  are  fulfilled,"  says  Da- 
vid Ferrara,  vice-president  for  marketing  at  Fox  News,  "we  be- 
lieve the  technology  may  be  sold  to  other  institutions  or  we 
may  offer  our  conversion  services."  Ferrara  expects  the  entire 
Movietone  catalog  to  be  available  by  early  1994. 


ULTRATINY  WIRES  THAT 
MAKE  THEMSELVES 


Working  on  the  frontiers  of  the  21st  century,  scientists 
have  made  a  key  advance  in  nanotechnology— building 
things  from  individual  atoms  and  molecules.  Researchers  at 
Los  Alamos  National  Laboratory,  Yale  University,  and  the 
University  of  South  Carolina  have  produced  molecules  that  as- 
semble themselves  into  ultratiny  wires. 

First,  a  team  at  Los  Alamos  used  supercomputers  to  mod- 
el hypothetical  polymers,  searching  for  one  that  would  conduct 
electricity  and  bond  to  silver  or  gold  contacts.  After  a  year, 
they  settled  on  a  complex  structure  of  linked  rings  of  atoms, 
including  carbon,  nitrogen,  and  hydrogen.  At  South  Carolina, 
chemistry  professor  James  Tour  produced  the  concoction. 

When  Los  Alamos  researchers  poured  the  substance  onto  a 
silicon  wafer  with  embedded  silver  and  gold  contact  points,  the 
molecules  attached  themselves  to  the  metal— then  formed 
themselves  into  wires  connecting  adjacent  contacts.  Yale's 
Mark  A.  Reed,  professor  of  electrical  engineering,  is  testing  to 
see  how  much  electricity  the  polymeric  wires  can  carry.  "Our 
next  challenge,"  says  Los  Alamos'  Gary  D.  Doolen,  "will  be  to 
try  to  design  a  transistor  out  of  self-assembling  molecules." 
The  ultimate  goal:  next-century  computer  chips  1,000  times  as 
powerful  as  today's  best  number-crunchers. 


WELL,  SHIVER  ME  TIMBERS 
AND  PEPPER  ME  BARNACLES 


arnacles  on  your 
boat?  Bring  on  the 
hot  peppers,  says  inven- 
tor Ken  Fischer.  Barna- 
cle Ban,  an  experimen- 
tal pepper-based  paint, 
was  inspired  by  one  bite 
of  a  Tabasco-drenched 
deviled  egg.  Fischer  de- 
cided barnacles  clinging 
to  the  bottom  of  his  sail- 
boat might  react  similar- 
ly. So  he  mixed  oil  from 
cayenne  peppers  with  an 
epoxy-based  paint. 

Fischer  took  his  idea  to  spice  experts  at  McCormick  & 
Co.,  which  came  up  with  an  extra-hot  derivative  of  the 
habanero  pepper.  The  company  is  testing  several  paint  formu- 
lations in  its  labs  and  at  the  U.  S.  Navy's  Charleston  (S.  C.) 
shipyard.  "The  big  advantage  is  that  it's  more  environmental- 
ly friendly  than  the  cuprous  oxide  paints,  which  are  toxic  to 
marine  life,"  says  McCormick's  Jon  Luikart,  director  of  vendor 
certification.  Fischer,  a  Pittsburgh-based  industrial  designer, 
holds  the  patent  on  Barnacle  Ban.  Luikart  expects  it  will 
take  more  than  a  year  to  complete  testing  and  get  Environ- 
mental Protection  Agency  approval. 
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THE  LABS,  THE  FIGHT  TO 
SPEND  LESS,  GET  MORE 

A  growing  number  of  companies  are  succeeding.  The  keys?  Planning  and  involving  manufacturer 


Last  December,  near  the  height  of 
his  popularity,  then-President-elect 
Bill  Clinton  chastised  IBM  after  the 
wounded  giant  said  it  would  slash  $1 
billion-20%-from  its  1993  budget  for 
research  and  development,  r&d,  said 
Clinton  at  his  Little  Rock  economic  sum- 
mit, is  "the  exact  thing  we  don't  want 
them  to  be  cutting." 

The  truth  is,  IBM  had  little  choice, 
coming  off  a  year  when  it  lost  $4.97  bil- 
lion. And  Big  Blue,  America's  second- 
biggest  R&D  spender  last  year  behind 
General  Motors  Corp.,  isn't  alone.  As 
the  world  economy  limps  along  and  com- 
petition gets  tougher,  nearly  all  compa- 
nies are  feeling  pressure  to  hold  down 
R&D  costs  and  at  the  same  time  speed 
the  development  of  products. 

On  that  score,  the  word  from  the  lab 


is  encouraging:  It  really  is  pos- 
sible to  get  more  bang  for 
the  buck.  Assessing  how 
much  more  will  have  to 
wait  a  couple  of  years, 
until  more  goods  from 
streamlined  R&D  opera- 
tions hit  the  market.  But 
there  are  early  successes 
around  the  world.  Boeing 
Co.  is  reducing  ex- 
pensive rework  by 
using  computers 
and  teamwork  to 
design  simultane- 
ously the  777  airliner  and  the  machinery 
that  will  build  it.  Japan's  Sharp  Corp., 
by  focusing  its  R&D  on  a  proven  win- 
ner, has  hung  on  to  world  leadership  in 
liquid-crystal  displays  for  everything 


BOEING  AIMS 
TO  AVOID  COSTLY 

REWORK  ON  THE  777  BY  SPENDING  EXTRA 
MONEY  UP  FRONT  ON  COMPUTER  DESIGN 


from  wall-hanging  TV 
to  the  Wizard  electrc 
organizer.  Europe's  . 
Asea  Brov/n  Bo\ 
Holdings)  Ltd.  ke 
products  flowing  swil 
by  doing  more  tl 
90%  of  R&D  in  busin 
units  rather  than  in 
isolated  central  lab. 
To  prosper,  IBM  \ 
have  to  pull  off  such  fe 
and  better.  So  far,  so  go 
says  Mark  F.  Bregm 
vice-president  for  techn 
plans  and  controls:  "There  are  certai 
people  within  IBM  who  think  we're  c 
ting  too  much.  My  view  is  that  we're 
ing  generally  a  very  good  job  of  red 
ing  spending  without  reducing 
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BY  TOTAL  SPENDING... 

1992  R&D  e 


1  GENERAL  MOTORS 


4  AT&T 


5  BOEING 


6  DIGITAL  EQUIPMENT 


7  HEWLETT-PACKARD 


8  EASTMAN  KODAK 


9  GENERAL  ELECTRIC 


0  MOTOROLA 


EE 


EES 

m 

EES 


&D'S  BIGGEST  SPENDS 

.BY  SPENDING  PER  EMPLOYEE... 

1992  R&D  expen 

Per  emplo 


2  GENENTECH 


3  CENTOCOR 


4  CHIPS  &  TECHNOLOGIES 


5  AMGEN 


6  CHIRON 


7  GENETICS  INSTITUTE 


8  TRIDENT  MICROSYSTEMS 


9  ADOBE  SYSTEMS 


10  1MMUNEX 


1 1 5,893 


105,291 


86,137 


2 


76,i 


66,5 


55,034 


...AND  IN  RELATION  TO  SALES 

1992  R&D  expenses 

As  percent  of  sales 


TOCOR  124.3% 


2  CHIRON  82.1 


3  GENENTECH  5 


4  GENETICS  INSTITUTE  t 


5  IMMUNEX  i 


6  BIOGEN 


DATA.  STANDARD  &  POOR'S  COMPUSTAT  SERVIHS 


8  CHIPS  &  TECHNOLOGIES 


9  TEKELEC 


10  INTEGRATED  DEVICE 
TECHNOLOGY 


ict  of  the  spending."  As  more  com- 
es master  that  trick,  efficiency  won't 
tn  emergency  measure  anymore— 
be  a  strategic  necessity, 
le  successes  so  far  come  against  a 
:drop  of  frustration.  The  efficiency 
ement  that  hit  factory  floors  in  the 
and  the  office  in  the  '90s  took  a 
time  to  reach  the  lab.  CEOs  were 
;tant  to  tamper  with  a  system  that 
y  didn't  understand.  So  labs  often 
ed  stray  ideas  or  invented  products 
were  unbuildable  or  unsalable.  Fi- 
top  managements  put  on  the 
eze,  and  real  growth  in  R&D  spend- 
in  the  1990s  has  trailed  the  aver- 
Eor  the  70s  and  '80s. 
AMLINING.  Still,  forward-thinking 
>anies  began  finding  a  way  out  of 
>ox.  Motorola  Inc.  and  Hewlett-Pack- 
3o.,  for  instance,  developed  princi- 
for  streamlining  R&D  that  are  being 
cated,  albeit  slowly,  in  other  compa- 
"Measuring  and  improv 
t&D  productivity  and  ef 
veness"  was  the  goal 
often  cited  by  248  R&D 
tors  in  an  April  survey 
le  Washington-based  In- 
'iai  Research  Institute, 
deed,  few  business  is- 

are  more  important, 
ng  products  to  market 
;ly  is  becoming  the  key 
iccess,  especially  since 
ng    companies  have 
ed  rough  parity  in  other 
;ts  of  business,  such  as 
[factoring  costs.  Productiv- 
i  U.  S.  manufacturing  rose 
ilthy  2.9%  annually  in  the 
».  Now  Michael  E.  Mc- 
h,  co-founder  of  Weston 
s.)  product  development 
liltant  Pittiglio  Rabin  Todd 
?Grath,  predicts  that  "in  the  '90s, 

see  the  same  kind  of  productivity 
wements  in  R&D  that  you  saw  in 
iacturing  in  the  '70s  and  '80s." 


R&D  IS  CHEAPER  IN 
THE  LONG  RUN  THAN  COPYING  OTHERS 


SHARP  IS  ZEROING 
IN  ON  A  FIELD  WHERE 
IT  S  ALREADY  A 
WORLD  LEADER- 
LIQUID-CRYSTAL 
DISPLAYS  FOR 
COMPUTERS  AND  TVs 


By  contrast  with  manufacturing,  how- 
ever, the  efficiency  drive  in  R&D  isn't 
occurring  in  a  crisis  atmosphere.  So 
though  increases  in  R&D  spending  are 
still  modest  by  earlier  standards,  they're 
respectable  except  at 
the  most  embattled 
companies.  In  the 
U.  S.,  R&D  outlays  by 
some  900  big  compa- 
nies rose  7%  in  1992,  to 
$79.4  billion,  according 
to  Standard  &  Poor' 
Compustat  Services.  R&D 
spending  was  strong  in  a 
range  of  U.  S.  businesse 
last  year.  It  rose  18% 
in  health  care,  led  by  abb's  research  chief 
biotech,  and  16%  in 
aerospace,  paced  by 
a  30%  leap  at  Boeing  related  to  the  777. 
Spending  fell  3%  in  telecommunications, 
largely  because  of  a  7%  falloff  at  AT&T 
that  was  partly  due  to  complet- 
ing the  integration  of  NCR 
Corp.  The  all-industries  in- 
crease was  4.3%  after  in- 
flation, the  biggest  in  three 
years. 

Internationally,  spending 
gains  were  just  as  healthy. 
R&D  outlays  by  200  big  com- 
panies outside  the  U.  S. 
rose  7.8%  in  their  latest  fis- 
cal years  before  adjustment 
for  inflation,  according  to 
S&P  Compustat's  Global  Van- 
tage unit.  International  spend- 
ing changes  are  measured  in 
local  currencies  so  percentag- 
es aren't  skewed  by  the  dol- 
lar's fall.  Siemens  repeated  as 
the  No.  1  R&D  spender  outside 
the  U.  S.  on  the  strength  of 
its  $5.32  billion  in  outlays, 
while  Japanese  companies  took  6  of  the 
top  10  positions.  Sweden,  with  10  compa- 
nies surveyed,  had  the  biggest  national 
gain  in  R&D  spending,  at  15.2%.  Odd  as 


it  sounds,  such  numbers  don't  reduce 
the  pressure  to  economize,  because  the 
demand  for  R&D  is  rising  even  faster 
than  budgets,  executives  say. 

Multinational  companies,  which  have 
the  most  room  to  improve, 
lave  been  the  first  to 
take  efficiency  to  heart. 
Many  have  labs  dotted 
across  several  conti- 
nents, so  lines  of  au- 
thority can  be  fuzzy  and 
cooperation  may  be  inhib- 
ited by  language  or  cultu- 
ral barriers,  abb  has  citi- 
zens of  20  countries  in  its 
Zurich  lab.  The  solu- 
argues  that  being     tion,  r&d  directors  say, 
is  improved  communi- 
cation.   And  that's 
where  many  are  focusing  their  efforts. 
culture  shock,  abb  is  a  good  example. 
The  Swedish-Swiss  power  and  transpor- 
tation conglomerate  wasn't  sure  how  to 
digest  its  1990  acquisition  of  Combus- 
tion Engineering  Inc.,  based  in  Stam- 
ford, Conn.  But  it  benefited  from  some 
transatlantic  swaps.  It  hired  an  Ameri- 
can, General  Electric  Co.  veteran  Craig 
S.  Tedmon  Jr.,  to  head  the  company's 
Zurich-based  worldwide  R&D.  And  it  in- 
stalled an  Austrian  who  holds  a  U.  S. 
PhD,  Gemot  H.  Gessinger,  to  run  CE's 
Windsor  (Conn.)  combustion  lab. 

Cross-culturalism  in  research  can  be  a 
shock.  Gessinger  found  the  Connecticut 
lab  dirty,  stuffed  with  unneeded  equip- 
ment, and  unfocused.  He  ordered  a 
cleanup  and  canceled  dangling  projects. 
And  he  uncovered  distrust.  The  prag- 
matic engineers  in  Connecticut  feared 
intrusions  by  abb's  combustion  theoreti- 
cians in  Baden,  Switzerland.  The  Swiss 
doubted  the  Yanks'  credentials.  Gessing- 
er built  trust  by  having  Windsor  help 
perfect  a  gas-fired  boiler  that  Baden  de- 
veloped. Since  then,  he  has  beefed  up 
Windsor's  research  staff  with  a  combus- 
tion expert  from  Massachusetts  Insti- 
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CH/RON,  LIKE 
OTHER  BIOTECH 
COMPANIES, 
LIVES  AND 
DIES  BY  R&D 
IN  1 992, 
R&D 

EQUALED 
82%  OF  SALES 


I  :f:l  »l£!gTO  ESSE 

tute  of  Technology.  "We  work  now  in  a 
new  climate,"  Gessinger  says. 

Fixing  research  and  development  also 
depends  on  puncturing  the  myth  that 
it's  inherently  unmanageable.  In  fact, 
reorganizing  R&D  can  cut  product-devel- 
opment cycles  by  up  to  one-half,  accord- 
ing to  Pittiglio  Rabin,  a  practitioner  in 
the  field.  One  of  its  ideas:  identify  weak 
projects  earlier,  kill  them,  and  nourish 
the  survivors.  Planning  helps,  too. 
At  Ford  Motor  Co.,  the  third- 
biggest  U.S.  spender  on  R&D,  Neil 
W.  Ressler,  executive  director  of 
North  American  vehi- 
cle engineering,  says: 
"A  dollar  spent  up 
front   [on  planning] 
might   save   $10  or 
$100  downstream." 
INVISIBLE  SHIELD.  Du 
Pont  Co.  started  get- 
ting product  develop- 
ment on  track  by  mimicking  Motorola. 
With  the  help  of  Pittiglio  Rabin,  Du- 
Pont  copied  Motorola's  style  of  concur- 
rent engineering:  involving  manufactur- 
ing and  marketing  people  with  scientists 
from  the  very  start  of  product  devel- 
opment. DuPont's  marketers  brought 
radiologists  into  the  labs  to  evaluate  a 
chest  X-ray  system  while  there  was  still 
plenty  of  time  to  change  it.  The  sys- 
tem, UltraVision,  was  developed  in  16 
months,  half  the  usual  time,  and  is  in 
about  150  hospitals.  Says  Suzanne  R. 
Linderman,  business  director  for  diag- 
nostic imaging:  "It's  the  most  successful 
market  introduction  we've  ever  had  in 
the  business." 

Decentralization  is  another  current 
watchword.  Often,  there  is  an  invisible 
but  nearly  uncrossable  barrier  between 
a  central  lab  and  operating  businesses. 
Intel  Corp.  Chairman  Gordon  E.  Moore 
discovered  that  when  he  co-founded  the 
company  that  became  Fair- 
child  Semiconductor  Corp.,  the 
granddaddy  of  Silicon  Valley. 
"As  the  company  grew,  it  be- 
came increasingly  difficult  to 
get  ideas  out  of  the  lab  and 
into  the  divisions,"  Moore 
says.  In  fact,  startup  compa- 
nies used  Fairchild's  ideas  be- 
fore Fairchild  itself  did,  he 
says.  So  Intel,  which  hiked 
R&D  26%  last  year,  doesn't 
have  any  central  lab  at  all.  It 
does    all    of    its  research 
through  operating  divisions. 

Intel  is  hardly  the  only 
company  to  decentralize.  AT&T 
Bell  Laboratories,  once  a 
monolith,  is  now  mainly  a 
name  on  a  badge  for  most 
people  associated  with  it. 
Most  take  orders  from  AT&T's 
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business  units.  That  change  of  authority 
was  confirmed  on  Jan.  1,  when  two- 
thirds  of  the  21,000  people  who  got  pay- 
checks from  Bell  Labs  began  drawing 
them  from  AT&T's  operating  businesses. 
Decentralization  paid  off  in  the  forth- 
coming Eo,  a  combination  computer; 
phone,  and  sketch  pad  that  grew  out  of 
unusually  candid  discussions  among 
AT&T's  researchers,  product 
planners,  and  corporate 
partners.  Such  stream- 
lining also  helped  AT&T 
absorb  last  year's  7% 
cut  in  R&D  spending. 

That  doesn't  mean 
Bell  Labs  has  become 
some  kind  of  job  shop, 
of     course.  While 
there's  more  emphasis 
on  here-and-now  prod- 
ucts, AT&T  devotes  10%  of 
its  R&D  to  basic  research, 
the  same  as  before.  And  there's 
still  room  for  free  spirits.  John  H.  Davis, 
Bell  Labs'  group  technical  officer  for 
communications  services,  says  he  winks 
when  he  sees  unauthorized  work  going 
on  if  it  seems  worthwhile  to  him:  "My 
role  is  not  to  stomp  on  things  that  need 
to  survive." 

Frank  P.  Carrubba  decentralized  Phil- 
ips Electronics'  R&D  in  much  the  same 
way  when  he  was  hired  from  Hewlett- 
Packard  in  1991.  Philips'  R&D  used  to 
be  100%  funded  by  headquarters.  That 
kept  the  labs  insulated  from  business 
needs  during  a  crisis  of  falling  profits 
and  aging  products.  So  Executive  Vice- 
President  Carrubba  slashed  the  HQ  share 
to  30%,  forcing  researchers  to  seek  work 
from  operating  divisions.  Carrubba 
farmed  out  peripheral  research  to  uni- 
versities in  Europe  and  the  U.  S.  And  he 
formed  a  group  to  field  all  ideas  for  new 
products— "so  lower-level  managers  don't 
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allow  something  terrific  to  die  on 
vine,"  as  had  often  happened. 

IBM's  once-cloistered  researchers 
being  forced  to  learn  entrepreneurs 
in  a  hurry.  Three  years  ago,  they  cr] 
ed  a  supercomputer  for  generating 
ful  3-D  images  from  gigabytes  of 
Rather  than  hand  it  off  to  a  busi 
unit,  where  it  might  get  lost,  IBM 
search  formed  an  internal  startup  to 
velop  and  sell  it.  In  Zurich,  IBM's 
even  manufactures,  using  a  test  lin 
make  specialty  lasers  for  sale  to 
telecommunications  industry. 

It's  possible,  of  course,  that  too  m 
focus  on  short-term  problems  and 
savings  could  leave  companies  star\ 
for  new  ideas  a  few  years  hence.  Rel 
ment  incentives  have  stolen  brainpo 
from  many  U.  S.  labs,  says  Charle: 
Larson,  executive  director  of  the  Iro 
trial  Research  Institute.  Overseas 
are  facing  many  of  the  same  issues 
tachi  Ltd.  has  roughly  halved  cap 
equipment  spending  by  its  vaunted 
vanced  Research  Laboratory  since 
to  save  money.  After  enduring  s 
cuts,  says  Shojiro  Asai,  the  lab's  ge: 
al  manager,  "we  may  not  be  able  to 
bark  on  some  grand  new  enterprise 

Still,  don't  assume  that  giving  t  L 
ness  types  more  say  in  research  n  .t: 
produce  short-term  thinking.  Once  t;  ~ 
develops  between  the  two,  mana^ 
may  actually  end  up  urging  resea 
ers  to  concentrate  on  longer-term  ne 
says  William  F.  Powers,  executive  - 
rector  of  Ford  Research  Laborat* 
Agrees  abb's  Tedmon:  "Business  ma: 
ers  many  times  have  as  long-ra 
views  as  anybody  in  the  laboratory 
blockbusters.  In  the  fastest-grov 
companies,  the  distinction  between 
business  and  the  lab  can  be  hard  to 
tect.  That's  true  in  biotechnology. 
Chiron  Corp.,  R&D  was  82%  of  sales 

year.  The  bet,  of  course  - 
that  heavy  spending  now 
produce  a  stream  of  blJJou 
busters  that  will  have  Ch 
sitting  pretty  for  years 

Companies  such  as  Ch 
aren't  increasing  R&D 
whim,  and  neither  are  t 
counterparts  in  less  flashy 
dustries.  Companies  that  v 
to  grow  must  sow  new  s* 
But  they're  husbanding 
sources  more  carefully  t  I0L 
ever.  To  paraphrase  the  F 
ident,  that  is  the  exact  i. 
they  should  be  doing, 

By  Peter  Coy  in  New  I  <• 
with  Jonathan  B.  Levim 
Paris,  Joseph  Weber  in  P, 
delphia,  Richard  Brand' 
San  Francisco,  Neil  Gros' 
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DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES 


GLOSSARY 


CRITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as  of 
Vlay  18.  if  the  company  is  not  on  a  calendar-year  basis,  the  number 
jf  the  month  in  which  its  fiscal  year  ends  appears  in  parentheses 
following  the  company  name.  Companies  included  in  the  survey  are 
imited  to  those  reporting  sales  of  $58  million  or  more  and  R&D  ex- 
penses of  at  least  $  1  million. 


R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research 
and  development  for  the  most  recent  fiscal  year,  as  reported  to  the 
Securities  &  Exchange  Commission  on  Form  10-K.  Excludes  R&D  un- 
der contract  to  others,  such  as  U.S.  government  agencies. 
R&D  DOLLARS  PER  EMPLOYEE:  R&D  expenditures  divided  by 
the  reported  number  of  company  employees. 
PROFITS:  Pretax  income. 


vlA=not  available;  NM=not  meaningful;  NEG=negative  earnings;  NR=nof  ranked,  *=includes  customer  or  government  sponsored  R&D,"  **=includes  engineering  expense,  t-R&D  in- 
cudes GM  Hughes  Electronics  and  EDS        DATA;  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  A  DIVISION  OF  McGRAW-HILL  INC 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE               PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

1992 
SMIL. 

EROM                           AVG.  AVG. 
1991      1992       1992     1988-92    1988-92  1992 
%         $        RANK       S        RANK  SMIL. 

FROM  PER 
1991  EMPLOYEE 
%  STHOUS. 

AS% 
OF 

SALES 

FROM 
1992  1991 
S  MIL.  % 

AS% 
OF 
PROFITS 

1-INDUSTRY  COMPOSITE 

79438.6 

7    7106.3       8112.4  2151990.0 

5  192.2 

3.7 

118506.0  13 

67.0 

IAEROSPACE  | 

NDUSTRY  COMPOSITE 


4614.1 


16  6891.6 


4200.3 


103860.0      1    155.1    4.4      5245.7      60  88.0 


tbex 

ABE 

1 1.6 

3 

2549.5 

15 

2611.6 

13 

728  4 

3 

160.1 

1.6 

-194.0 

NM 

NEG 

Being 

BA 

1846.0 

30 

13000.0 

1 

7341  5 

3 

301840 

3 

212.6 

6.1 

2256.0 

2 

818 

lurtiss-Wright 

CW 

16 

-31 

965.6 

19 

1  126  4 

17 

179.7 

-6 

106,7 

0.9 

32.7 

-2 

5.0 

SenCorp  (1 1 ) 

GY 

36.0 

0 

25899 

1  1 

2432.4 

14 

1937.0 

-3 

1394 

1.9 

37.0 

-24 

97.3 

General  Dynamics 

GD 

66.0 

-8 

2229.7 

16 

3384.0 

1  1 

3472.0 

5 

117.3 

19 

227.0 

147 

29.1 

[&f  Industries  (3) 

14.1 

20 

8268.0 

3 

6460.0 

4 

295.5 

-6 

172.9 

4.8 

-14.7 

NM 

NEG 

jpnan 

KAMNA 

17.8 

27 

3277.7 

1 1 

1954.0 

15 

782.9 

1 

144.3 

2.3 

29.0 

2 

61.3 

ockheed 

LK 

420.0 

9 

58577 

6 

5928.3 

5 

10100.0 

3 

140  9 

4.2 

549  0 

16 

76.5 

Aartin  Marietta 

ML 

200.0* 

9 

3589.8 

10 

3172  3 

12 

5954.3 

-2 

1069 

3.4 

512  4 

22 

39.0 

AcDonnell  Douglas 

MD 

509  0 

19 

5825.3 

7 

4982.4 

7 

17373.0 

-4 

198.8 

2.9 

1086.0 

77 

46  9 

iorthrop 

NOC 

93.0 

-9 

27679 

13 

3733.9 

9 

5550.0 

-3 

165  2 

1.7 

180  0 

-35 

51.7 

>EA(7) 

OEA 

2  6 

66 

32073 

12 

1116.3 

18 

88.1 

5 

106.8 

3.0 

23.1 

21 

1 14 

>rbital  Sciences 

ORBI 

6.0 

44 

5126.2 

8 

8340.1 

2 

174  6 

29 

149  9 

3.4 

5  4 

88 

109.6 

acific  Scientific 

PSX 

8.2 

-3 

6046.3 

5 

4724.1 

8 

172.6 

0 

126.8 

4  S 

8  1 

-33 

101.8 

equa 

SQA.A 

17.6 

-10 

1272.2 

17 

1 175.9 

16 

1868.3 

-1 

135.4 

0.9 

43  8 

29 

40.1 

undstrand 

SNS 

1  15.4 

-6 

9382.1 

2 

9252  6 

1 

1672.7 

0 

136.0 

6.9 

130.1 

-25 

88.7 

hiokol  (6) 

<nited  Technologies 
/oodward  Governor  (9) 


TKC 
UTX 
WGOV 


14.2 
1219.0 
160 


AUTOMOTIVE 


■JDUSTRY  COMPOSITE 


12301.2 


39 
7 
38 


1267.9 
6848.3 
4405.3 


7  8102.9 


18 
4 
9 


NA  19 
5610.3  6 
3672.9  10 


3314.8 


131 1.7 
21641.0 
374.2 


4  1171 
4  121.6 
3  1030 


1.1 
5.6 
4  3 


101.8       16  13.9 
200.0     NM  609.5 
33.0     -13  48.5 


309177.0     12  203.7    4.0      -934.0    NM  NEG 


A) CARS  &  TRUCKS 


fROUP  COMPOSITE 

11424.6 

7 

9281.2 

5988.4 

273597.0 

12 

222.3 

4.2 

-2553.2 

NM 

NEG 

hrysler 

C 

1050.0 

10 

8203.1 

2 

7339.4 

2 

35501.0 

26 

2774 

3  0 

934.0 

NM 

112  4 

3rd  Motor 

F 

4332.0 

16 

13315.6 

1 

10185.6 

1 

100132.0 

13 

3078 

4  3 

-126.7 

NM 

NEG 

eneral  Motorst 

GM 

5916.9  ** 

1 

7889.2 

3 

7133.5 

3 

130590.0 

7 

174.1 

4.5 

-3333.1 

NM 

NEG 

lavistar  International  (10) 

NAV 

90.0 

3 

6453.9 

4 

6072.5 

4 

38750 

12 

2779 

2.3 

-145.0 

NM 

NEG 

ishkosh  Truck  (9) 

OTRKB 

13  1  ** 

26 

5708.3 

5 

5196.5 

5 

6406 

53 

278.5 

2.1 

12  4 

907 

1061 

accar 

PCAR 

210 

-5 

1913.1 

7 

1716.0 

7 

2735.2 

17 

249.2 

0.8 

91.6 

90 

22.9 

sartan  Motors 

SPAR 

1.6 

20 

4069.6 

6 

4275  3 

6 

123.3 

31 

3177 

1.3 

13.7 

38 

11.5 

B)  PARTS  &  EQUIPMENT 

ROUP  COMPOSITE 

524.4 

15 

2842.7 

2288.3 

22029.0 

11 

119.4 

2.4 

665.5 

217 

78.8 

reed  Technologies  (6) 

BDT 

6.7 

17 

5501.2 

4 

5501.2 

2 

92.6 

14 

75  7 

7.3 

5.0 

59 

133  9 

larcor  (11) 

CLC 

2.2 

4 

1451.3 

15 

838.5 

17 

188  6 

5 

121.8 

1.2 

25.3 

-1 1 

8.9 

jmmins  Engine 

CUM 

129.0 

30 

5512.8 

3 

4408.1 

4 

3749.2 

10 

1602 

3.4 

76.4 

NM 

168.8 

ana 

DCN 

103.0** 

6 

2942.9 

8 

2410  3 

8 

5036.1 

1 1 

143.9 

2.0 

57.6 

NM 

178.9 

onaldson  (7) 

DO 

10.3 

21 

2661.3 

9 

2072.5 

1  1 

482.1 

5 

124.3 

2.1 

41.7 

6 

24  7 

igle-Picher  Industries  (11) 

E  PI 

13  5 

13 

21774 

i  1 

2136.6 

9 

611.5 

2 

98  6 

2.2 

31.9 

NM 

42.3 

j  ton 

ETN 

141.0 

14 

3796.1 

7 

3432.5 

5 

3869.0 

14 

104.2 

3.6 

178.0 

117 

79  2 

jhlin  (8) 

ECH 

15.2 

14 

850.4 

18 

676.1 

19 

1783.4 

6 

99.6 

0.9 

94.5 

54 

16.1 

OREBOARD 


BUSINESS  WEEK/JUNE  28,  1  993  105 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE                PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

S  MIL 

FROM  AVG. 
1991       1992       1992  1988-92 
%         $        RANK  S 

AVG 
1988-92 
RANK 

1992 
SMIL 

FROM  PER 
1991  EMPLOYEE 
%  STHOUS. 

AS% 
OF 

SALES 

FROM 
1992  1991 
S  MIL  % 

AS% 
OF 
PROFIT1 

Excel  Industries 

Federal-Mogul 

Fruehauf  Trailer 

Hayes  Wheels  International  ( 1 ) 


EXC  5.5  6  1790.4  12  1338.9  14 

FMO  18.2  -10  1272.7  17  1245.1  15 

FTC  1.8  28  6090  21  4412  21 

HAY  5.8  14  2265.6  10  2109  8  10 


426.9  21  138.5  1.3 

1264.0  15  88  4  1.4 

488.9  -5  163.0  0.4 

408.7  2  159.6  14 


6.0  NM  91.8 

9.1  NM  200.0 
-63.3  NM  NEG 

7.8  NM  74.4  »r: 


ModineMfg.  (3) 
Moog  (9) 
Raytech 
Schwifzer 


MODI  7.9  9  1520.1  14  1552.4  12 

MOG.A  17.9  6  6211.7  2  4853.4  3 

RAY  4.7  25  3993.3  5  3294  7  6 

SCZ  7.0  2  6982.0  1  6547.8  1 


526.6  9  100.8  1.5 
307.0  -4  106.4  5.8 
125  5  22  105.8  3.8 

109.7  -1  109.7  6.4 


43.4  -10  18.3  f* 

-6.3  NM  NEG 

5  6  226  84.3 

-0.5  NM  NEG k; 


Smith  (A.O.)  SMC  6.5         7  650.0  20  698.2  18  1046.3  14  104.6  0.6  42.3  956 

Standard  Products  (6)  SPD  13.6"    34  1775.6  13  14278  13  657.0  11  85.7  2.1  38.8  NM 

Superior  Industries  International  SUP  4.1        -9  1274.4  16  1070.1  16  325.3  19  101.7  13  45  4  59 

Wabash  National  WNC  1.2      250  691.2  19  5018  20  289.1  52  162.6  0.4  14  5  30 

Walbro  WALB  9.0       34  3930.4  6  2416.9  7  241.4  21  105.0  3.7  17.2  149 


(C)  TIRE  &  RUBBER 

GROUP  COMPOSITE 


352.2 


-2  3429.4 


3235.7 


13551.0      8    131.9  2.6 


953.7  76 


ESandag 

Cooper  Tire  &  Rubber 
Goodyear  Tire  &  Rubber 


BDG       12.6      -14    5348.6      1      4741.6      1  591.4       1     250.8     2.1  130.7  2 

CTB       13.7       -2    1900.9      3      1867.4     3  1174.7     17     163.0     1.2         169.8  36 

GT     325  9  "    -1     3499.1      2     3098.1      2         11784.9      8     126.5     2.8         653.1  125 


INDUSTRY  COMPOSITE 


5554.6 


6  10460.9 


6924.9 


130169.0      2   245.1    4.3      7324.8    -19  75.8 


Air  Products  &  Chemicals  (9) 
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17.0 
256.2 

-1.7 
281.5 


25.7 


International  Specialty  Products 

Lawter  International 

Loctite 

Lubrizol 


ISP 
LAW 
LOC 
LZ 


21 


262 
91.2 


19  8665  3 

5  8439.2 

16  7089.2 

14  19787.4 


14  7952.4  12 

15  7696.0  13 
18  5600.1  26 

2  15212.8  3 


570.8 
;  6  7  6 
6080 
1552.2 


9  234.4  3.7 

10  345.5  2.4 

8  164.8  4.3 

5  336  8  5.9 


85.8 
36.6 
95.1 
177.1 


13  24.6 

1  1 

-1  275f~ 

-1  51.5*: 


MacDermid  (3) 
Minerals  Technologies 
Mississippi  Chemical  (6) 
Monsanto 


MACD 
MTX 


MTC 


5  i 
14  4 

1.7 
651.0 


-10  6535.1 

7  7072.4 

38  1450.6 

7  19262.1 


23  7198.1  17 

19  7072.4  18 

47  1195.5  46 

3  15379  8  2 


1450 
394.0 
335.1 
7763.0 


-4  181.7  36 

10  194.1  3.6 

4  285.5  0.5 

-2  229.7  8.4 


11.0 
34.3 
-10.8 
1630 


Morton  International  (6) 
Nalco  Chemical 
NL  Industries 
Olin 


Mil  61.3 

NIC  48.1 

NL  110 

OLN  390 


5  5729.0 

5  7157.4 

22  3055.6 

-5  2888.9 


28          NA  47 

17  7228.3  16 

42  3220.1  38 

43  3580.1  36 


2043.9 
1374.5 
893.5 
2376.0 


7  191.0  3.0 

11  204.7  3.5 

6  248.2  1.2 

4  176.0  1.6 


231.2 
238.3 
-43.0 
880 


9  20.2 
NM  NEC 
NM     44.3  W 


Petrolite  (10) 
Praxair 

Quaker  Chemical 


PLIT 
'■" 

OCHM 


12.2 
62.0 


7  6350.1 
7  3334  8 
11  11454.7 


24     6049.2  24 
40     2492.7  42 
9     9990.1  10 


318.0 
2604.0 
212.5 


-2  165.2  3  8 
5  1401  2.4 
11     218.6  5.2 


24.8 
166.0 
195 


1  1 
-21 
13 
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R&D  SCOREE 


DMPANY  R&D  EXPENSES   SALES   PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

RSD 

CHANGE 

R&D 

AVG. 

Aur, 

AVU. 

FROM 

PER 

AS  % 

FROM 

AS% 

1992 

1991 

1992 

1992 

1988-92 

1988-92 

1992 

1991 

EMPLOYEE 

OF 

1992 

1991 

OF 

SMIL 

% 

$ 

RANK 

S 

RANK 

SMIL 

% 

S  THOUS. 

SALES 

SMIL 

% 

PROFITS 

lantum  Chemical 

CUE 

44.7 

-5 

5120.3 

31 

4704.3 

31 

2324.2 

-7 

266.2 

1.9 

-190.8 

NM 

NEG 

xene 

RXN 

6  4 

• 

4903.1 

33 

4764.3 

30 

4150 

-8 

319  2 

1.5 

-39.3 

NM 

NEG 

hm  &  Haas 

ROH 

199.5 

9 

14427.6 

7 

13  6  74.9 

6 

3072.0 

11 

222.1 

6.5 

261.0 

9 

76  4 

jtts  (9) 

sen 

5.9 

16 

36375 

36 

3058.0 

39 

412.8 

6 

252.8 

1.4 

26.2 

488 

22.7 

ins-Resources 

2.9 

3 

1963.3 

46 

1999.9 

45 

345.4 

12 

230.2 

0.9 

23.3 

15 

12.7 

C  investors  Holding  (9) 

31.4 

-6 

1 1418.2 

10 

11663.2 

8 

856.6 

3 

311.5 

3.7 

-29.8 

NA 

NEG 

ion  Carbide 

UK 

155.0 

-1 

10281.9 

1 1 

6457.9 

19 

4872.0 

0 

323.2 

3  2 

164.0 

NM 

94.5 

tco 

WIT 

29.2 

5 

3460.1 

38 

3540.0 

37 

1728.9 

6 

204.8 

1.7 

82.1 

-25 

35.6 

CONGLOMERATES 

DUSTRY  COMPOSITE 

3434.5 

3 

4746.5 

3010.9 

130986.2 

3 

181.0 

2.6 

8510.9 

7 

40.4 

iedSignal 

ALD 

320.0 

-16 

3583.4 

6 

3766.3 

6 

120420 

2 

134  8 

2.7 

702.0 

NM 

45.6 

Itec  Industries 

COT 

22.9  ** 

-3 

2144.6 

9 

1926.8 

9 

1368.7 

0 

127  9 

1.7 

107.3 

252 

21.4 

gie  International 

FIGIA 

14  8 

14 

1 120.8 

12 

970.9 

12 

1 172  8 

-6 

88  8 

1.3 

41.2 

-5 

35  9 

neral  Electric 

GE 

1353  0 

13 

5857.1 

3 

4840.2 

2 

5  6  2  74.0 

4 

243.6 

2.4 

6326.0 

9 

21.4 

in 

510.0** 

-5 

481 1.3 

5 

4743.1 

3 

21651.0 

6 

204.3 

2  4 

-498.0 

NM 

NEG 

/ 

QLTV 

15.4 

-4 

860.3 

13 

748.7 

13 

3825.9 

3 

213.7 

0.4 

-89.9 

NM 

NEG 

11(7) 

PLL 

34.8 

15 

5435.5 

4 

4056.2 

5 

685  1 

4 

107.0 

5.1 

126.2 

9 

27.6 

'way 

PRY 

10.0 

-3 

2231.1 

8 

2301.0 

8 

568.3 

10 

126.3 

1.8 

21.9 

190 

45.9 

imark  International 

PMI 

41.3 

32 

1720.8 

1 1 

1288.0 

1 1 

29460 

5 

122.8 

1.4 

33.9 

-79 

121.8 

ckwell  International  (9) 

ROK 

498.7 

1 

6337.9 

1 

4999.4 

1 

10909.7 

-9 

138.7 

4.6 

778.4 

-24 

64.1 

edyne 

TDY 

48  5 

-5 

20378 

10 

1813.4 

10 

2887.6 

-10 

1213 

1.7 

870 

NM 

55.7 

ttron 

TXT 

172.0 

-10 

3185  2 

7 

3369,1 

7 

8344.2 

6 

154.5 

2.1 

527.0 

6 

32.6 

N 

TRW 

3930 

14 

6131.0 

2 

4318.3 

4 

8311.0 

5 

129.7 

4.7 

348.0 

NM 

112.9 

CONSUMER  PRODUCTS 

DUSTRY  COMPOSITE 

2163.4 

8 

2297.1 

3092.7 

153921.8 

7 

163.4 

1.4 

18302.5 

19 

11.8 

)  APPLIANCES  &  HOME  FURNISHINGS 

OUP  COMPOSITE 

259.9 

6 

2267.0 

1932.9 

13985.3 

5 

122.0 

1.9 

267.0 

-48 

97.3 

nstrong  World  Industries 

ACK 

60.3 

8 

2566.0 

3 

2391.6 

3 

2549.8 

5 

108  5 

2.4 

-61.1 

NM 

NEG 

namics  Corp.  of  America 

DYA 

1.2 

16 

1063.7 

7 

753.9 

6 

1 10  2 

2 

97.5 

1.1 

4.5 

44 

26.8 

Iders  (8) 

FJQ 

3  0 

NA 

1761.8 

5 

1761.8 

5 

192.4 

-6 

113  2 

1.6 

-25.0 

NA 

NEG 

k  steel  Industries  (6) 

FLXS 

1.3 

-2 

632  4 

9 

592.2 

10 

157.9 

8 

77.4 

0.8 

2.6 

-14 

48.9 

i bail  International  (6) 

KBALB 

3.5 

-27 

455.3 

11 

545.3 

11 

6173 

11 

80.8 

0.6 

60.7 

24 

5.7 

Z-Boy  Chair  (4) 

LZB 

5.5  ** 

-7 

674.6 

8 

618.6 

9 

6195 

2 

760 

0.9 

39.9 

4 

13.8 

□1(6) 

RIVL 

1.3 

4 

632.0 

10 

619.3 

8 

163.5 

0 

81.8 

0.8 

10.0 

53 

1 2.7 

'al  Appliance  Mfg. 

RAM 

2.5  ** 

92 

1353.2 

6 

1220.1 

6 

395  0 

45 

2101 

0.6 

33.0 

-27 

7.7 

3(7) 

TTC 

26  9  ** 

2 

8732.8 

1 

7358.3 

1 

635.2 

-11 

206.0 

4.2 

-34.9 

NM 

NEG 

irlpool 

WHR 

990 

10 

2570.1 

2 

2607.8 

2 

7301.0 

8 

189.5 

1  4 

3590 

20 

27.6 

tith  Electronics 

ZE 

55  4** 

2 

2216.0 

4 

2128.0 

4 

1243.5 

-6 

49.7 

4.5 

-121  8 

NM 

NEG 

)  OTHER  CONSUMER  GOODS 

OUP  COMPOSITE 

603.6 

4 

1001.2 

1869.1 

87535.1 

7 

144.8 

0.7 

12539.8 

21 

4.8 

erican  Brands 

AMB 

33.7 

17 

729.4 

8 

527,3 

8 

8840.3 

4 

191.3 

0.4 

1398.1 

13 

2.4 

ry(R.G.) 

RGB 

2.9 

-3 

1260.9 

7 

1083.5 

7 

101  8 

-  1 

44  3 

2.8 

4  8 

NM 

61.0 

oke  Group 

BGL 

2.5 

10 

NA 

10 

NA 

10 

572.4 

-8 

NA 

0.4 

-24  2 

NM 

1 IEG 

Irs  (Adolph) 

ACCOB 

12.4 

-13 

1742.3 

■• 

21 12.0 

4 

1550  8 

1 

218.4 

0  8 

58.6 

600 

21.1 

rmagnetics  General  (5) 

IMG 

1.9 

55 

4256.8 

1 

51 18.5 

1 

58.2 

-4 

131.1 

3.2 

4.8 

52 

39.6 

e(5) 

NKE 

19.8 

18 

3046.2 

3 

2000.0 

5 

3405.2 

13 

523.9 

0.6 

521.8 

13 

3.8 

siCo 

PEP 

102.0 

3 

274.9 

9 

326.7 

9 

21970.0 

14 

59.2 

0  5 

1898.8 

14 

5.4 

ip  Morris 

MO 

410  0 

4 

2546.6 

4 

21172 

3 

500950 

4 

31  1.1 

0  8 

8608.0 

23 

4  8 

ve  Shoe  (9) 

swv 

1.2 

6 

2438.0 

5 

1 162.6 

6 

580 

9 

116.0 

2.1 

2.1 

NM 

59.2 

/ersal  Foods  (9) 

UFC 

173 

7 

3203.7 

2 

2373.7 

2 

883.4 

6 

163.6 

2.0 

67.0 

-27 

25.8 

PERSONAL  CARE 

DUP  COMPOSITE 

1299.9 

10 

5761.1 

4549.7 

52401.4 

10 

232.2 

2.5 

5495.7 

23 

23.7 

1  n  Products 

AVP 

29.4 

-1 

989.9 

17 

1009.4 

17 

3809.9 

6 

128.3 

0.8 

311.7 

-14 

9.4 

{  kDrug  (3) 

BLOCA 

20  3 

30 

6143  9 

5 

4663.3 

6 

562.9 

10 

170.5 

3.6 

68.5 

-1 

29.6 

C  ttem(ll) 

CHTT 

1.2 

-3 

331  1.8 

13 

3234.2 

108.2 

7 

290.7 

1  1 

12.2 

72 

10.1 

Cj  rch  &  Dwight 

CHD 

178 

34 

16324.2 

1 

10932.0 

1 

517.1 

6 

473 .5 

3.4 

47.2 

12 

378 

S  REBOARD 
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[LARRY,  MOE  &  CURLY] 


[RHYTHM  &  BLUES] 


[MICROSOFT  EXCEL,  WORD,  POWERPOINT  &  MAIL] 


[ROY  &  TRIGGER] 


[BACON,  LETTUCE  &  TOMATO] 


[FRED  &  ETHEL] 


[WILBUR  &  ORVILLE] 


SOME  RELATIONSHIPS 
JUST  WORK  PERFECTLY. 


It's  not  just  that  some  of  the  best 
software  for  Windows  "  comes  in  a 
single  box.  (It's  called  The  Microsoft 
Office  for  Windows  and  includes 
Microsoft  Excel,  Word,  Mail  and 
PowerPoint  presentation  graphics.) 

The  point  is,  all  of  this  software 
works  together  on  your  comput- 
er. Smoothly.  Intuitively.  So  you  can 
concentrate  on  your  work. 

For  example,  you  can  write  a  re- 
port using  Word,  then  cut  and  paste 
a  chart  from  a  Microsoft  Excel 
spreadsheet  right  into  your  text.  The 
finished  document  will  look  just 
how  you  expected  it  to.  No  surprises. 

With  Mail,  you  can  also  send 
your  report  over  to  the  corner  office 
for  comments.  Or  use  PowerPoint 
to  create  handouts  for  a  big  meeting. 

And  once  you  know  one 
Microsoft  program,  you're  well  on 
your  way  to  knowing  them  all. 
Even  the  first  time,  things  will  look 
reassuringly  familiar.  Menus  and 
toolbars,  for  instance. 

The  Office  is  designed  to  meet 
your  essential  business  needs, 
with  programs  that  work  together 
like  they  were  meant  for  each  other. 

Like  pen  &  paper.  Or  Romeo  & 
Juliet.  Well,  you  get  the  idea. 


Making  it  easier 


©  199!  Microsoft  Corporation  All  right*  reserved  Printed  in  the  LISA.  In  the  SO  United  States,  call  (800)4264400,  Dipt  KM;  customers  in  Canada,  call  (80(1)  563-9048;  outside 
the  su  United  States  and  Canada,  sail  (21)6)  936-8661-  Microsoft  and  PowerPoint  are  registered  trademarks  and  Windows  and  rhe  Windows  logo  are  trademarks  of  Microsoft 
Corporation.  Rov  e<  Trigger  courtesy  of  Rov  Rogers  Enterprises;  Orville  *  Wilbur  Wright  licensed  by  The  Roger  Richnun  Agency.  Inc.,  Beverly  Hills,  California;  LARRY  MOr  & 
Cl'RLV~  and  THF  THREE  STOOGES"  are  trademarks  of  Norman  Maurcr  Productions,  Inc 


COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R& 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS 

1992 

1991 

1992 

1992 

1000  0T 

1988  92 

1992 

1991 

EMPLOYEE 

OF 

1992 

1991 

0 

SMIL. 

s 

RANK 

s 

RANK 

S  MIL 

% 

S  THOUS. 

SALES 

S  MIL 

PRO 

r|Arov  (A\ 
Liorox  \o) 

CLX 

44  7 

-6 

7707  8 

4 

7288.0 

4 

17170 

4 

2960 

z  .0 

210.9 

145 

2 

I  ft  ln/"ito-Pn  1  m  r~i\  \  \j  c 

\.UIUUI  C   r  U  1 1 1 1  <_)  1  I  YC 

CL 

125  8 

10 

4368.1 

7 

3883.1 

8 

70072 

16 

243.3 

1  8 

727.9 

234 

17! 

Del  Lo  boroton  e  s 

DLI 

34 

1 0 

34670 

1  1 

2942.5 

1 2 

143.8 

1 3 

1 46.0 

2  4 

5  4 

55 

o2 

Ecolab 

ECL 

20  3 

16 

2743  4 

14 

1767  8 

16 

1004.8 

9 

136.1 

2.0 

91.6 

8 

Gillette 

Q 

123  8 

14 

4006  5 

9 

3251.4 

9 

51628 

10 

167.1 

2  4 

829.7 

20 

14 

Helene  Curtis  Industries  (2) 

HC 

1 8  7 

17 

6026.1 

6 

4731.8 

5 

1019  9 

18 

329.0 

1  8 

35.6 

1 19 

52 

AAoy  bet  line 

MAY 

3  9 

63 

2356  5 

15 

2356.5 

;  4 

3076 

21 

185.8 

1  3 

2.7 

653 

146 

Neutrocjena  (10) 

NGNA 

2  5 

24 

3442  9 

12 

2482.2 

1  3 

267.5 

1 6 

363.4 

0  9 

37.8 

15 

5 

Procter  &  Oamble  (o) 

PG 

oo  1  U 

10 

8122  6 

3 

8137.5 

6 

Zv  Joz  X) 

9 

277.0 

2.9 

2885.0 

7 

29 

St.  Ives  Laboratories 

SWIS 

1.1 

10 

2196.8 

16 

2301.7 

'5 

149.2 

24 

293.8 

0.7 

7.3 

20 

la 

Stepan 

SCL 

11.3 

-2 

8595.3 

2 

8697.9 

2 

435.8 

5 

330.9 

2.6 

17.4 

-8 

65 

Sybron  Chemicals 

SYCM 

2  9 

6 

4180.8 

8 

4141.1 

7 

141,6 

8 

206.4 

2.0 

13.1 

37 

21 

Tambrands 

TMB 

1 1.8 

7 

3566.4 

10 

3249.6 

10 

684.1 

4 

207.3 

1.7 

191.9 

46 

1  6  {CONTAINERS  &  PACKAGING 

■ 

INDUSTRY  COMPOSITE 

144.6 

22 

1247.2 

1825.6 

16400.5 

5 

141.5 

0.9 

940.2 

22 

15. 

Ball 

BLL 

14.6 

21 

1159.7 

8 

1 159.7 

8 

2177.8 

8 

173.0 

07 

102.9 

-1 

14 

Bemis 

BMS 

15.9 

21 

2061.2 

6 

1783.4 

7 

1181  3 

3 

152.8 

14 

93.7 

7 

17 

Continental  Can 

CAN 

14.6 

248 

4589.3 

1 

4589.3 

1 

51 1.2 

65 

160.7 

2.9 

3  6 

-76 

42)3 

Crown  Cork  &  Seal 

CCK 

16.7** 

4 

819.5 

1 1 

862.9 

10 

3780.7 

-1 

185.5 

04 

2t  1  3 

21 

6 

Formica 

3.5 

-3 

1125.2 

9 

1  144.6 

9 

446.2 

6 

143  9 

0  8 

-0.6 

NM 

NE 

. 

Liqui-Box 

LIQB 

1.5 

-35 

1961.7 

7 

2341.0 

4 

116.1 

8 

153.2 

1.3 

18.8 

15 

7 

Nashua 

NSH 

1 1.9 

17 

2869.2 

4 

1903.1 

6 

552.5 

5 

133.3 

2.2 

10.5 

203 

113 

Owens-Illinois 

Ol 

23.2 

12 

694  6 

12 

5190 

13 

3672.1 

4 

109.9 

0.6 

187.9 

212 

12 

Playtex  Family  Products  Group 

5.1 

-6 

3400.0 

2 

3297.5 

2 

384.5 

-2 

256.3 

1.3 

-10.2 

NM 

NE 

Riverwood  International 

RVW 

5.8 

2; 

6792 

1 3 

637.2 

12 

1138  0 

13 

133.9 

0.5 

76.8 

-23 

7 

Sealright 

SRCO 

5.3 

-2 

3035.5 

3 

2842.5 

3 

263.8 

2 

151.1 

2.0 

269 

-2 

19 

Sonoco  Products 

SONO 

15  4 

56 

1041.9 

10 

843.3 

1 1 

1838.0 

8 

124.4 

0.8 

133.1 

-16 

11 

West 

WST 

1 1.1  ** 

3 

2703.4 

5 

2293.4 

5 

338.2 

3 

82.5 

3.3 

35.8 

NM 

31 

1  7  1  ELECTRICAL  &  ELECTRONICS 

1 

INDUSTRY  COMPOSITE 

7961.7 

7  6894.9 

8766.9 

133772.1 

7 

115.8 

6.0 

8815.2 

13 

90. 

(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

731.8 

4 

2773.5 

3051.8 

25976.2 

5 

98.5 

2.8 

2158.0 

8 

33. 

Acme  Electric  (6) 

ACE 

5.6" 

-14 

7997.2 

2 

6758.0 

2 

72.7 

-9 

103.0 

78 

1.1 

NM 

536 

American  Power  Conversion 

APCC 

4  9 

79 

6730.5 

3 

5551  5 

4 

157.5 

68 

215  4 

3.1 

43.1 

78 

11 
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42 

1525.1 

43 

84.0 

-3 

84.0 

2.6 

0.2 

-96 

960.6 

srra  Semiconductor 

SERA 

14.6 

16  39272.2 

5 

40223.3 

3 

92.3 

7 

248.7 

15.8 

13.3 

-2 

109.5 

iconix 

SILI 

8.3 

-10 

6942.6 

33 

7985  8 

29 

156.2 

11 

129.9 

5  3 

4.6 

NM 

180.9 

lectron  (8) 

SLR 

3.1 

30 

1051.0 

48 

845  0 

48 

406  9 

53 

1 36  6 

0  8 

24.1 

47 

13.0 

nward  Technologies  (6) 

SUNT 

3.6** 

-52 

1627.3 

43 

3053.6 

37 

75.0 

25 

33.8 

4  8 

4.2 

NM 

86.5 

xas  Instruments 

TXN 

470.0 

-11 

7758.7 

31 

7437.9 

30 

7440.0 

8 

122.8 

6  3 

369.0 

NM. 

1274 

dent  Microsystems  (6) 

TRID 

5.6 

140 

59968.1 

2 

59968  1 

2 

67.4 

141 

7169 

8.4 

18.5 

317 

30.5 

litrode  ( 1 ) 

UTR 

6.4 

-10 

8346.9 

29 

6009.4 

33 

87.4 

-19 

114.8 

73 

9.1 

NM 

69.7 

cor 

VICR 

4.4 

30 

8044.4 

30 

7325.0 

32 

63.8 

15 

118.0 

6  8 

19.2 

5 

22.7 

shay  Intertechnology 

VSH 

7.1 

3 

496.5 

50 

654.9 

50 

664.2 

50 

46.1 

1.1 

379 

39 

18.9 

SI  Technology 

VLSI 

40.9 

43 

17204.7 

21 

13027.6 

22 

428.5 

4 

180  1 

9.6 

-31  6 

NM 

NEG 

:or 

XICO 

22  4 

-6  28236  5 

10 

18876.0 

14 

93.0 

-1 

117.0 

24  1 

-29.5 

NM 

NEG 

inx(3) 

XLNX 

177 

42 

366577 

6 

35181 3 

6 

135  8 

39 

281.8 

130 

33  8 

31 

52  3 

og 

ZLOG 

16.3 

36 

112195 

25 

9467.3 

26 

145  7 

32 

100.5 

1  1.2 

25.0 

62 

65  0 

FOOD 

DUSTRY  COMPOSITE 

587.9 

8 

1338.2 

2719.3 

79990.2 

4 

181.3 

0.7 

6092.2 

-6 

9.7 

iway  (6) 

18 

-22 

214  3 

20 

155.3 

20 

3261  2 

-6 

388.2 

01 

-57.2 

NM 

NEG 

lerican  Crystal  Sugar  (8) 

6.0 

5 

NA 

22 

NA 

22 

5454 

12 

NA 

1.1 

10.0 

30 

60.0 

lerican  Maize-Products 

AZEA 

3.1 

-7 

1461.0 

9 

1385.1 

8 

542  2 

2 

251.7 

0.6 

32.9 

-17 

9.6 

cher  Daniels  Midland  (6) 

ADM 

14.6 

-18 

10796 

13 

885.5 

13 

9231.5 

9 

682.6 

0.2 

759.6 

6 

1.9 

r 

den 

BN 

30.8 

2 

735.1 

14 

643.7 

15 

7142  6 

-1 

170.5 

04 

-252.3 

NM 

NEG 

r 

npbell  Soup  (7) 

CPB 

59  7 

6 

1380.2 

10 

1 108.0 

1 1 

6263.2 

1 

144.8 

1  0 

799.3 

18 

7.5 

C  International 

CPC 

45  7 

15 

1202.6 

12 

1058.5 

12 

6599.0 

7 

173.7 

07 

744.5 

7 

6.1 

kalb  Genetics  (8) 

SEEDB 

42  2 

10 

181 19.4 

2 

14564  8 

2 

300.2 

9 

128.9 

14.1 

14.4 

-40 

293.1 

1  Monte  Foods  (6) 

6.0 

-33 

NA 

23 

NA 

23 

1431.0 

0 

NA 

0.4 

-4.0 

NM 

NEG 

-mland  Industries  (8) 

3.3 

2 

427.9 

18 

424.3 

18 

3429.3 

-6 

439.7 

0.1 

70.5 

41 

4.7 

neralMills(5) 

GIS 

62.1 

9 

556.9 

17 

523.6 

17 

7777 '.8 

9 

69.8 

0.8 

844.5 

10 

74 

nnaford  Brothers 

HRD 

3.3 

1 1 

224.2 

19 

110.1 

21 

2066.0 

3 

142.5 

0.2 

81.7 

12 

4.0 

rshey  Foods 

HSY 

24  2 

6 

1613.5 

7 

1481.8 

7 

3219.8 

1 1 

214.7 

0  8 

401.0 

10 

6  0 

rmel  Foods  (10) 

HRL 

5.8 

2 

696.4 

15 

616  8 

16 

2813.7 

-1 

339.0 

0.2 

151.1 

10 

3.8 

serial  Holly  (3) 

IHK 

3.0 

52 

660.2 

16 

660.2 

14 

688.6 

-4 

150  7 

0.4 

-5  5 

NM 

NEG 

irnational  Multifoods  (2) 

IMC 

1  5 

-25 

179.8 

21 

211.8 

19 

2223.9 

-3 

266.6 

0.1 

66.1 

-2 

2.3 

logg 

K 

36.6 

5 

2211.3 

6 

2272.4 

5 

6190.6 

7 

374.0 

06 

1070.4 

9 

3  4 

Cormick  (11) 

MCCRK 

1 1.8 

4 

1480.5 

8 

1265.3 

9 

1471.4 

3 

183.9 

0.8 

148.2 

20 

8.0 

iwest  (8) 

PENW 

3.5 

17 

8046  2 

3 

7279.4 

3 

1260 

14 

290.9 

2  8 

101 

-19 

34  4 

neer  Hi-Bred  International  (8) 

PHYB 

92  2 

17 

18375.4 

1 

15869.4 

1 

1261.8 

12 

251.6 

7.3 

238.7 

42 

38  6 

aker  Oats  (6) 

OAT 

52.1 

18 

2469.2 

5 

1959.9 

6 

55764 

2 

264.3 

09 

421.5 

2 

12  4 

ston  Purina  (9) 

RAL 

77,4 

5 

1306.9 

1 1 

1222  8 

10 

7752  4 

5 

1309 

1.0 

542.1 

-16 

14  3 

irthington  Foods 

WFDS 

1.2 

5 

2546.6 

4 

2597.6 

4 

76.5 

9 

165.9 

1.5 

4  6 

10 

25.5 

FUEL 

DUSTRY  COMPOSITE 

2751.7 

-5 

4119.5 

3090.1 

367006.8 

-1 

549.4 

0.8 

19920.9 

-15 

13.8 

)  OIL,  GAS  &  COAL 

OUP  COMPOSITE 

2091.3 

-7  4454.8 

3222.3 

344020.1 

-1 

732.8 

0.6 

18905.5 

-13 

11.1 

oco 

AN 

300.0 

-9 

6383.8 

3 

56770 

3 

25280.0 

0 

537.9 

12 

1003.0 

-51 

29  9 

land  Oil  (9) 

ASH 

14  3 

38 

424.1 

15 

413  8 

15 

9592.1 

3 

284.8 

0.1 

-158.1 

NM 

NEG 

jntic  Richfield 

ARC 

890 

-25 

3320.9 

9 

4279.5 

6 

17503.0 

3 

653.1 

05 

1907.0 

64 

4  7 

svron 

CHV 

2290 

-8 

4650.2 

5 

4281.0 

5 

37464.0 

3 

760  8 

06 

3463.0 

54 

6.6 

.on 

XON 

624.0 

-8 

6568.4 

2 

61 12.8 

1 

103160.0 

0 

1085  9 

0.6 

7534.0 

-13 

8  3 

l 

Fl 

1 1.3 

4 

3353.5 

8 

2896.2 

9 

3393.5 

2 

1007.3 

0.3 

,  20.1 

-62 

56.2 

r-McGee 

KMG 

170 

6 

2898.1 

10 

2242.2 

10 

3382.0 

3 

576.5 

05 

-64.0 

NM 

NEG 

bil 

MOB 

326.0 

3 

51177 

4 

4159.9 

7 

56877.0 

1 

892.9 

0.6 

28750 

-29 

11.3 

:co  Industries 

NC 

25  7 

15 

2448  3 

1 1 

1681.0 

1 1 

1481  5 

8 

141.1 

1.7 

43  5 

45 

59  1 

identol  Petroleum 

OXY 

28.0 

-7 

1 1 86.4 

12 

770.2 

13 

8494.0 

-1 1 

359.9 

0.3 

325.0 

-67 

8.6 

lips  Petroleum 

P 

96.0 

-19 

4486.6 

6 

5262.1 

4 

11933  0 

-5 

5577 

0.8 

51 10 

13 

18  8 

SUN 

12.0 

-20 

843.9 

13 

824.6 

12 

8626.0 

-9 

606  7 

0.1 

-432.0 

NM 

NEG 

)REBOARD 
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•COREBOAR 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 


1992 


CHANGE 
FROM 
1991 


PER  EMPLOYEE 


AVG 


AVG. 


CHANGE 
FROM 


PER 


1992 


1992     1988-92  1988-92 


1992      1991  EMPLOYEE 


R&D 
AS% 
OF 


CHANGE  R&D 


1992 


FROM 
1991 


AS*/ 
OF 


S  MIL 

% 

S 

RANK 

S 

RANK 

S  MIL 

% 

s  mous. 

SALES 

S  MIL 

% 

PROFI 

Texaco 

TX 

250.0 

0 

6652.1 

1 

5695.8 

2 

36812.0 

-1 

9795 

0.7 

1323  0 

-8 

18 

Unocal 

UCL 

50.0 

-21 

3404.4 

7 

3268  8 

8 

8895.0 

-8 

605.6 

0.6 

354  0 

62 

14. 

USX-Marathon  Oroup 

MRO 

19  0 

-14 

833.0 

1 4 

768  8 

14 

1 1 1 27.0 

-9 

487.8 

0.2 

201.0 

209 

9 

iBl  PETROLEUM  SERVICES 

UKUUr        fv\ r K^f  J 1 1  c 

OOU.4 

/ 

O  O  L  O.  O 

OOOflA  7 

_o 
J 

1 1 1  ft 

o  o 

l/lir  A 
1  U  1  0. 4 

A  C  1 

Baker  Hughes  (9) 

BHI 

48.8 

5 

2490.3 

7 

1884.0 

8 

2538.5 

-10 

129.5 

1.9 

32.0 

-85 

152. 

Baroid 

BRC 

18  0 

29 

3913.0 

3 

2525.1 

5 

614.5 

0 

133  6 

2.9 

28.1 

6 

64. 

BJ  Services  (9) 

BJS 

4  9 

-16 

1883.7 

9 

2024.6 

6 

330.0 

-15 

128.0 

1.5 

-4.2 

NM 

NE( 

CBI  Industries 

CBH 

1 1.7 

16 

831  6 

12 

641.4 

12 

1666.1 

4 

118.2 

0  7 

145.5 

6 

8 

Digicon  (7) 

DGC 

3.9 

5 

3421.1 

6 

3221.6 

4 

MM 

18 

977 

3.5 

5.9 

NM 

66 

Dresser  Industries  (10) 

Dl 

11.0 

17 

401.5 

13 

489.5 

13 

3797.0 

-4 

138.6 

0.3 

143.5 

-40 

7. 

Halliburton 

HAL 

1 12.1 

-4 

1619.9 

10 

1528.6 

10 

6525.4 

-6 

94.3 

1.7 

-131.3 

NM 

NE( 

Oceaneering  International  (3) 

Oil 

4.7 

10 

3899.2 

4 

1965.0 

7 

168.3 

14 

1402 

2.8 

22.0 

-1 

21 

Schlumberger 

SLB 

421.2" 

3 

82595 

1 

7622.8 

2 

6331.5 

3 

124.1 

6.7 

748.0 

-24 

56.1 

Smith  International 

Sll 

6.2** 

-30 

3454.4 

5 

4841.4 

3 

210.7 

-16 

1 170 

3.0 

02 

NM 

3960 

Varco  International 

VRC 

9.8 

-9 

8195.3 

2 

7981.7 

1 

172.5 

-20 

144.0 

5.7 

0.9 

-95 

1152. 

Weatherford  International 

Wll 

2.6 

1  1 

1243  7 

1  1 

1310.0 

I  i 

205.9 

0 

98  4 

1.3 

19.9 

NM 

1 3  J 

Western  Co.  of  North  American 

WSN 

5.5 

4 

2102.4 

8 

1727.9 

9 

315.0 

0 

120.4 

1.7 

5.1 

NM 

107. 

HEALTH  CARE 


INDUSTRY  COMPOSITE 


11804.0      18  16384.7 


15220.3 


122187.5     12   169.5    9.7    22728.4      12  51. 


(A)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 


8612.2      18  22121.3 


24407.2 


74628.8     11    191.4  11.5    15760.4      11  54. 


A.  L.  Laboratories 

Allergan 

ALZA 

American  Home  Products 


BMD  14.3  17    7500.0  32  5613.9  31 

AGN  90.8  22  17603  7  19  12680  9  20 

AZA  18.3  *  58  17086  8  21  21140.0  13 

AHP  552.5  28  109066  27  8026  6  30 


295.1  15  155.3  4  8  17.6  ,  895  81 

897.7  7  174  0  101  144  0     NM  63 

229.3  54  214  1  8.0  105  5     NM  17. 

7873  7  11  155  4  70  1724.1       -2  32. 


Amgen 

Barr  Laboratories  (6) 
Biocraft  Laboratories  (3) 
Biogen 


AMGN  182.3*  51  78071.5  4   59134.3  6 

BRL  74  26  19829  3  18    11247.9  23 

BCL  8.8  45  12075.9  26     9374.9  28 

BGEN  60.4*  36  178168  0  1117840  5  1 


1093.0  60  4681  16.7  563.1 

100.8  7  268  8  74  -3.5 

92.3  11  1272  9.5  -11.2 

123.7  101  3650  48.8  39.9 


257 
NM 
NM  NEC 
436  151. 


Bristol-Myers  Squibb 

BMY 

1083.0 

10  20589.4 

16 

16316.8 

17 

11156.0 

6 

212.1 

9.7 

1987.0 

-29 

Carter-Wallace  (3) 

CAR 

52  0 

6  12459  2 

25 

10519.9 

25 

673  4 

6 

161  5 

7.7 

673 

-12 

Centocor 

CNTO 

94  8 

41  105291.0 

3 

105291.0 

2 

76  2 

43 

84.7  124.3 

-194.1 

NM 

Chiron 

CHIR 

142  9  ' 

79  76554  3 

5 

77953.0 

4 

174  0 

75 

93  2 

82.1 

-92.4 

NM 

Diagnostic  Products 

DP 

12.8 

-5  15383.2 

23 

14642.2 

19 

103.5 

15 

123.9 

12.4 

23.7 

2 

E-Z-EM(5) 

EZEMA 

7.0 

-1  6859.8 

33 

5503.9 

32 

88.5 

18 

86.7 

7.9 

5.4 

NM 

Forest  Laboratories  (3) 

FRX 

178  * 

55  15574.9 

22 

1 1317.6 

22 

240.4 

36 

210.7 

74 

77.5 

41 

Genentech 

GNE 

270.1 

27  115893  1 

2 

87879.7 

3 

496  2 

8 

212.9 

54.4 

21.9 

-53 

Genetics  Institute  (11) 

GENIZ 

470 

3  66572.1 

6 

71433.4 

5 

87.7 

6 

124.3 

53.6 

-370 

NM 

Genzyme 

GENZ 

15  7 

48  10563.3 

29 

115109 

21 

219.1 

80 

147.4 

7.2 

-13.2 

NM 

ICN  Pharmaceuticals 

ICN 

10.7 

63    1762  8 

3  5 

2969.6 

34 

551.8 

20 

90.8 

1  9 

-40  3 

NM 

Immunex 

IMNX 

32.7 

63  55033.6 

7 

31506.0 

8 

61.8 

17 

103.8 

53.0 

-77.6 

NM 

54 


22 


IVAX 


19.5 


63    9257.8    30     8662.0  29 


451.0    102    213.8  4.3 


54.2     222  36. 


Life  Technologies 

LTEK 

13.9 

7 

10572.3 

28 

9529.0 

27 

197.6 

15 

150.4 

7.0 

24.4 

27 

57 

Lilly  (Eli) 

LLY 

924.9 

21 

28723.6 

12 

23769.5 

11 

61673 

8 

191.5 

15.0 

1182.3 

-37 

78. 

la 

Marion  Merrell  Dow 

MKC 

465.0 

18 

47410.3 

8 

40568.0 

7 

3320.0 

16 

338  5 

14.0 

1017.0 

14 

45. 

Maxwell  Laboratories  (7) 

MXWL 

5.9 

34 

8492.9 

31 

5144  6 

33 

90.2 

4 

128.8 

6.6 

-6.7 

NM 

NEi 

U 

Medco  Containment  Services  (6) 

MCCS 

1  6 

18 

2302 

38 

249  4 

38 

1813  2 

35 

268.6 

0.1 

170.6 

78 

0. 

Merck 

MRK 

1111.6 

13 

28947.9 

1  1 

242020 

10 

9662.5 

12 

251.6 

1  1  5 

3595.8 

13 

30. 

Mylan  Laboratories  (3) 

MYL 

13.5 

72 

NA 

39 

NA 

39 

2120 

61 

NA 

6.4 

97.3 

94 

13 

Perrigo  (6) 

PRGO 

3.4 

1 16 

1063.7 

37 

920.8 

37 

409.8 

46 

129.2 

0.8 

45.1 

133 

7. 

Pfizer 

PFE 

863.2 

14 

21208.8 

15 

15520.2 

18 

7230.2 

4 

177.6 

1 1.9 

1534.8 

63 

56. 

Purepac  (6) 

PURE 

5.8 

54 

20010.3 

17 

17547.1 

15 

64.5 

23 

221.8 

9.0 

17.7 

1 1 1 

32. 

Rhone-Poulenc  Rorer 

RPR 

521.3 

17 

22764.2 

14 

16795.5 

16 

4095.9 

7 

178.9 

12.7 

583.7 

20 

89. 

Scherer(R.  P.)  (3) 

SHR 

8.5 

15 

3401.6 

34 

2576  8 

35 

337.8 

13 

135.9 

2  5 

29.3 

61 

28. 

Schering-Plough 

SGP 

521.5 

22 

24715  6 

13 

18739.3 

14 

4055.7 

12 

192.2 

12.9 

953.9 

11 

54. 

SPI  Pharmaceuticals 

SPI 

78 

60 

1429.9 

36 

958  2 

36 

476  1 

31 

869 

1  6 

53  2 

1 

14. 

Dl 

Syntex  (7) 

SYN 

374  4 

19  32000  0 

9 

26892  6 

9 

2085  0 

15 

178.2 

180 

542  9 

14 

69 

UPJ 

548.5 

12 

29023  6 

10 

23163  5 

12 

3668.9 

7 

194.1 

15.0 

700.2 

-2 

78. 

Warner-Lambert 

WLA 

473.5 

12 

13926.5 

24 

10958.3 

24 

5597.6 

1  1 

164.6 

8  5 

858.2 

287 

55. 

Zenith  Laboratories 

ZENL 

71 

40 

172895 

20 

10206.6 

26 

59.4 

3 

144.6 

120 

-1.4 

NM 

NE' 

<': 
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R&D  SCORE  : 


R&D  SCOREBOARI 


COMPANY    R&D  EXPENSES  SALES   PROFITS 


STOCK  SYMBOL 

(HANOI 

PER  EMPLOYEE 

CHANGE 

R&D 

CHANGE 

R&D 

FROM 

AVG 

AVG. 

FROM 

PER 

AS% 

FROM 

AS% 

1992 

1991 

1992 

1992 

1988-92 

1988-92 

1992 

1991 

EMPLOYEE 

OF 

1992 

1991 

OF 

SMIL 

% 

S 

RANK 

S 

RANK 

SMIL 

% 

STHOUS 

SALES 

SMIL 

% 

PROFITS 

B)  MEDICAL  PRODUCTS  &  SERVICES 

iROUP  COMPOSITE 

3191.8 

16 

9634.1 

7388.2 

47558.7 

13 

143.6 

6.7 

6968.1 

14 

45.8 

bbort  Laboratories 

ABT 

772.4 

1  A 
1  0 

1 6U0Z.  J 

0 

o 

1  JJ  1  o.  £. 

■7 
/ 

/oo  i.y 

1  A 

1  4 

1  AO  O 
1  OJ.Z 

O  ft 

y.o 

1  70  ft  ft 

1  0 

i  j 

AAA 
44  4 

cuson 

ACN 

47.7 

46 

2771 1.4 

1 

225280 

1 

342,8 

2 

199.1 

13.9 

58.3 

-37 

81.9 

DAC  Laboratories  (9) 

ADAC 

9.8 

49 

18020.1 

3 

15219.0 

4 

1212 

20 

222.0 

8.1 

14  2 

NM 

69  3 

dvanced  Medical 

AMA 

9.4 

-3 

NA 

51 

NA 

51 

128.3 

1 

NA 

7.3 

41 

NM 

231  2 

dvanced  Technology  Laboratories 

ATLI 

38.3 

y 

i  /y  Job 

A 
4 

1  A  ft  AA  C\ 

0 

O  O  O  7 

616./ 

1  A 
1  O 

10  1.0 

lio 

1  1.0 

y.o 

0  1 

j  I 

/1A0  1 
4UJ.  1 

msco  International 

ASZ 

15.0 

39 

37 

3476.8 

35 

498.2 

23 

1 19.7 

3.0 

58.4 

24 

25.7 

rrow  International  (8) 

ARRO 

8.2  ** 

37 

6172.8 

30 

6172.8 

25 

133.4 

20 

100.6 

6.1 

375 

55 

218 

ard  (C.  R.) 

BCR 

60.5 

9 

6836.2 

28 

5296.2 

29 

990.2 

13 

1 1 1.9 

6  1 

107.0 

39 

56.5 

ausch  &  Lomb 

BOL 

53.3 

8 

3673.7 

36 

3471  7 

0  A 
JO 

1  7AO  1 
1  /UV.  1 

1  0 

1  z 

1  1  7  O 

i  t  /.y 

0  1 
6.  \ 

OAO  A 
ZOZ.O 

7A 
/O 

OA  0 
ZU.  J 

axter  International 

BAX 

317.0 

10 

5171.3 

32 

4225.2 

34 

8471.0 

9 

138.2 

3.7 

766.0 

9 

41.4 

ecton,  Dickinson  (9) 

BDX 

125.2 

1 1 

6555.3 

29 

5581.3 

27 

2365.3 

9 

123.8 

5.3 

269.5 

1 

46.5 

iomet(5) 

BMET 

16.6 

29 

10348.7 

17 

9016.1 

19 

274  8 

31 

171.1 

6.0 

76  5 

31 

21.7 

oston  Scientific 

BSX 

14.9 

77 

7257.9 

27 

6052  7 

OA 
I  0 

O  1  £  o 
J  1  0  z 

O  7 

6/ 

1^07 
1  JJ./ 

A  7 

Ol  A 

y  i.o 

0  ^ 
JO 

1  A  0 
1  O.J 

ircon 

CCON 

7.0 

17 

8866.2 

22 

7993.7 

23 

83.5 

21 

105.4 

8  4 

9.3 

92 

75.2 

ollagen  (6) 

CGEN 

12.0 

34  23482.4 

2 

20202.1 

2 

67.2 

9 

131.2 

179 

3.9 

-55 

308.0 

ooper  (10) 

COO 

3.0 

49 

3281.1 

39 

4301  4 

32 

63  3 

78 

70.3 

4  7 

-16.1 

NM 

NEG 

ordis  (6) 

CORD 

19  3 

31 

83870 

24 

6977  7 

O  A 
Z4 

OOI  A 
ZZ  J.U 

1  0 

1  z 

OA  O 

yo.y 

ft  7 

0./ 

OO  0 
JZ.  J 

OA 
Z4 

en  7 

oy./ 

anek  Group 

DNKG 

5.2 

139 

17140.5 

6 

10673.3 

12 

75.5 

82 

246.7 

6.9 

20.8 

96 

25.2 

atascope  (6) 

DSCP 

142 

21 

12887.3 

13 

9577.3 

16 

1565 

16 

142.3 

9.1 

106 

-15 

133.5 

iasonics 

DIA 

21.3 

16 

14182.7 

10 

12215.3 

10 

299.5 

5 

199.7 

7.1 

-19.2 

NM 

NEG 

scher  Imaging 

FIMG 

4.4* 

-26 

7364.9 

26 

9244  5 

1  Q 

A  7  1 

O/.  1 

1  7 

1  / 

110  0 

A  £ 

O  1 

J  1 

—  i  i 
i  i 

1  A  A  A 
1  4U  O 

resenius  USA 

FRN 

1.6 

40 

1837.9 

46 

2217.3 

42 

128.6 

27 

152.2 

1  2 

0.8 

NM 

207.1 

aemonetics  (3) 

HAE 

10.5 

25 

10858.0 

16 

9971.8 

14 

176  4 

12 

182.8 

5  9 

277 

32 

379 

ealthdyne 

HDYN 

2.6 

15 

716  9 

49 

883  9 

50 

247  4 

29 

68.7 

1.0 

-3.9 

NM 

NEG 

ncera  Group  (6) 

IMA 

90.5 

12 

9526.3 

OA 
ZU 

ftftftO  C 

oa 

ZU 

1  7A0  O 

i  /uz.y 

A 

4 

1  70  0 

\  /y. 6 

5  0 
O.J 

OAO  ft 

zuz.  o 

00 

J  z 

A  A  A 
44.0 

lamed 

IMDC 

18 

13 

3100.7 

40 

2569.4 

41 

64.3 

52 

108.0 

2  9 

0.4 

NM 

423  9 

tterspec  (11) 

ISPC 

7.7 

8 

13599.3 

11 

14496.9 

6 

60.3 

-2 

106.1 

12  8 

3.3 

-64 

232  6 

ivacare 

IVCR 

5.3" 

16 

1792.2 

47 

1741.8 

46 

305.2 

16 

104  2 

1.7 

27.6 

20 

19.1 

>hnson  &  Johnson 

JNJ 

1127.0 

15 

13274.4 

I J 

\HAA0 A 

1  6/ 0  J.U 

i  i 
i  i 

1  A  O  A 

1 02.0 

Q  O 

o  2 

O  O  A7  A 

220/0 

Q 
O 

ri  1 
0  1.1 

irschner  Medical 

KMDC 

2.2 

47 

3925.9 

35 

3339.1 

37 

71.2 

o 

128.8 

3  0 

0.8 

-82 

272.7 

larquette  Electronics  (4) 

MARQA 

13.6 

3 

9830.9 

19 

9415.1 

17 

233.1 

12 

168.5 

5.8 

22.0 

30 

61.8 

IDT  (3) 

MDTC 

3  9 

16 

3445.9 

38 

3135.6 

40 

119.2 

10 

105.7 

3.3 

09 

-47 

441  2 

tedex  (6) 

MDEX 

3.3 

37 

2725.0 

A  1 
4  1 

91  7ft  O 
Z  1  /  O.T 

A  O 

4  J 

O  7  A 
O/.U 

0  o 
66 

70  C 

3.8 

1 1.4 

43 

28.8 

ledrad(l) 

MEDR 

64 

28 

8764.1 

23 

8156.3 

22 

674 

\  7 

92.5 

9  5 

8.3 

44 

77 1 

ledtronic  (4) 

MDT 

109.2 

22 

11624.9 

14 

10729.3 

1 1 

1 176  9 

15 

125.3 

9.3 

242  9 

24 

44.9 

lentor(3) 

MNTR 

6.6 

36 

7934.7 

25 

5016.1 

30 

894 

21 

108.1 

73 

6  7 

-25 

97.9 

line  Safety  Appliances 

MNES 

209 

7 

4105.5 

34 

3314  8 

O  Q 

38 

502  4 

1 

98.5 

4.2 

27.8 

-27 

75.3 

ellcor  (6) 

NELL 

22.1  ** 

58 

14629.0 

9 

12260.7 

9 

196.2 

23 

129.7 

1 1.3 

34.3 

33 

64  4 

ichols  Institute 

LAB. A 

26 

-12 

714.3 

50 

1023.7 

49 

284.2 

20 

78.0 

0.9 

-44 

NM 

NEG 

ptical  Radiation  (7) 

ORCO 

4.7 

-9 

2607  8 

43 

3183.5 

39 

159.7 

10 

88.7 

2.9 

5.3 

-70 

89.3 

jritan-Bennett  (1 ) 

PBEN 

25.8 

7 

9941.9 

1 8 

83131 

O  1 

z 1 

OAA  1 
JUU.  1 

1  "7 

\  / 

1  1  C  A 

8.6 

1 8.4 

NM 

140.4 

:iMed  Life  Systems  (2) 

SMLS 

11.4 

97 

9155.6 

21 

5548  7 

28 

183.9 

65 

148.3 

6.2 

51.9 

14 

21.9 

DoceLabs  Medical 

SLMD 

28  7 

15 

17644.7 

5 

17644.7 

3 

252  2 

12 

155.0 

11.4 

296 

15 

970 

'.  Jude  Medical 

STJM 

11.5 

42 

16780.7 

7 

126841 

8 

239.5 

14 

350.2 

4  8 

136.5 

21 

8.4 

ryker 

STRY 

32.3  ** 

36 

1 1 1 19.4 

15 

9938.1 

15 

477.1 

31 

164.2 

6.8 

76.9 

44 

42  0 

jnrise  Medical  (6) 

SMD 

5  8 

39 

2612.2 

42 

2103.8 

44 

243.9 

20 

109.0 

2  4 

20.2 

4  8 

28  9 

r-bron  (9) 

SYB 

8.0 

18 

2365.3 

4  4 

2054.0 

45 

382  6 

9 

1125 

2  1 

36.3 

112 

22  2 

icnol  Medical  Products  (1 1 ) 

TCNL 

1.0 

37 

1213.7 

48 

1275.6 

48 

71.3 

29 

82  8 

15 

18.4 

37 

5.7 

>kos  Medical 

TKOS 

3.3 

-9 

2349.3 

45 

1729.7 

47 

159.9 

28 

114.2 

2.1 

1 1.5 

132 

28.6 

S.  Surgical 

USS 

43.8 

43 

5382.2 

31 

4739.1 

31 

1197.2 

42 

1471 

3.7 

192  9 

48 

22.7 

ital  Signs  (9) 

VITL 

3.0 

19 

4666.1 

33 

4291.4 

33 

65.7 

20 

103.4 

4.5 

15.2 

21 

19.5 

tl  I  HOUSING  1 

JDUSTRY  COMPOSITE 

481.4 

2 

2763.9 

3051.7 

26728.6 

5 

153.5 

1.8 

1111.6 

NM 

43.3 

meron  (11) 

AMN 

4.0 

60 

1379  3 

14 

1121.8 

16 

446.5 

-4 

154.0 

0.9 

75 

-41 

53.3 

SI  Holding 

40  0 

11 

1194.0 

15 

1198.2 

15 

3791.9 

5 

113  2 

1.1 

-42.8 

NM 

NEG 

reen  (A.  P.)  Industries 

APGI 

2  4 

4 

1631.5 

12 

1384.2 

12 

168.3 

-1 

1 14  4 

14 

-5.2 

NM 

NEG 

uardsman  Products 

GPI 

5  5 

7 

6979.8 

3 

6068.0 

4 

152.2 

8 

192.4 

3.6 

3.4 

80 

164.6 

:OREBOARD 
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COREB< 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

fKANGF 

UIAI1UI 

R&D 

FROM 

AVG. 

AVG. 

FROM 

PER 

AS% 

FROM 

AS'/ 

1992 

1991 

1992 

1992 

1988-92 

1988-92 

1992 

1991 

EMPLOYEE 

OF 

1992 

1991 

OF 

S  MIL 

% 

s 

RANK 

c 

RANK 

S  MIL 

% 

S  THOUS. 

SALES 

S  MIL 

% 

PROFI 

Lofarge 

LAF 

8  1 

8 

1051  9 

18 

996  6 

18 

151 1.2 

-4 

196.3 

0  5 

-21.4 

NM 

NEC 

Lilly  Industries  (11) 

UCLA 

11.0 

4 

10260.5 

1 

8634.0 

1 

236.5 

7 

220  0 

4  7 

21.9 

103 

50. 

Mestek 

MCC 

1.4 

34 

472.1 

O 1 

.  i 

^Tft  ft 
0  0  0  0 

21 

242  8 

10 

83.7 

0.6 

8.1 

-29 

16 

AAoore  (Benjamin) 

IVI  D  L  1  N 

12  4** 

10 

6450  4 

c 

D 

^AA  ^  ft 

483  9 

L  D  1  4 

Z.O 

Aft  A 
OU.4 

U 

/V. 

Owens-Corning  Fiberglas 

OCF 

55.0 

17 

3353.7 

9 

2483.1 

10 

2878.0 

3 

175.5 

1.9 

105.0 

NM 

52. 

PPG  Industries 

PPG 

203.0 

-8 

6284.8 

6 

6367.7 

3 

5813.9 

3 

180.0 

3.5 

541.8 

53 

37. 

Pratt  &  Lambert 

PM 

7.1 

2 

4983.8 

7 

4113  5 

7 

235.6 

-1 

165.6 

3.0 

8.8 

11 

80. 

RPM  151 

RPOW 

8.6 

33 

2787  7 

in 

9 

552  1 

10 

1 78  1 

1  6 

^7  T 

D/ .  J 

1 1 

1  c 

1  D . 

Scotsman  Industries 

SCT 

3.5 

25 

3408.0 

8 

2727.5 

8 

168.7 

3 

164  2 

2.1 

102 

988 

34. 

Sherwin-Williams 

SHW 

15.7 

-15 

924  1 

1 9 

1059.5 

1  7 

2747.8 

8 

162.1 

06 

226.0 

14 

6. 

Tecumseh  Products 

TECUB 

27.0 

8 

2146  9 

11 

1710.8 

11 

1258.5 

5 

1001 

2.1 

88  4 

16 

30. 

TJ  International 

TJCO 

3.9 

106 

1 155  6 

17 

840.1 

19 

400.5 

41 

1178 

1.0 

-11.0 

NM 

NEC 

Tokheim(ll) 

TOK 

10.5  ** 

-5 

6452.3 

4 

5033.8 

6 

162.2 

-3 

99.8 

6.5 

-33  8 

NM 

NEC 

USG 

USG 

14.0 

17 

1 181.4 

16 

1236.0 

14 

17770 

4 

150.0 

08 

-224.0 

NM 

NEC 

Valspar(lO) 

VAL 

24.8 

7 

9992.7 

2 

8224.9 

2 

683  5 

8 

275.4 

3  6 

569 

24 

43. 

Vulcan  Materials 

VMC 

5.4 

1 

866.4 

20 

834.2 

20 

1078.0 

7 

171,9 

0.5 

130  7 

78 

4. 

York  International 

YRK 

18.0 

7 

1440.0 

13 

1294.0 

13 

1939.4 

17 

155.2 

0.9 

123.4 

236 

14. 

12  I  LEISURE  TIME  PRODUCTS 


INDUSTRY  COMPOSITE 


2114.0 


8  8644.0 


4674.1 


37151.7      8    151.9    5.7      2745.8      96  77.( 


Anthony  Industries 
Arctco  (3) 
Brunswick 
Callaway  Golf 


ANT 
ACAT 
BC 
ELY 


3.5 
2.5  ' 
52.0 
1  6 


21  1000  0 

23  2972.9 

5  3058  8 

88  2283.9 


22  8681  23 

16  26918  15 

13  27615  13 

18  2265  6  16 


402.0  9  114  9  0.9 

1477  -3  173.7  1.7 

2059.4  12  121.1  2.5 

132.1  141  190.3  1.2 


12.9  21  27. 

196  -3  12.' 

62.0  NM  83.' 

33.2  208  A.W!- 


Coachmen  Industries 

COA 

2.1 

-10 

958.0 

23 

1 173  7 

20 

292  8 

27 

135.2 

0.7 

8.3 

NM 

25. 

Eastman  Kodak 

EK 

1587.0 

6 

11968.3 

3 

1001 1.9 

3 

20183.0 

4 

152  2 

79 

1601.0 

NM 

99. 

Escalade 

ESCA 

1.0 

14 

1408.5 

20 

938  1 

22 

91.3 

3 

128.6 

11 

-0.4 

NM 

NEC 

Fisher-Price 

FPP 

17.1 

24 

3030.8 

15 

2716.6 

14 

6939 

14 

123  0 

2.5 

67.6 

NM 

25. .1 

Fleetwood  Enterprises  (4) 

FLE 

12  8  ** 

5 

1066.7 

21 

1061  6 

21 

1589.3 

13 

132.4 

0.8 

64.1 

38 

20.1 

1 

Galoob  (Lewis)  Toys 

GAL 

6.9 

10 

27554.2 

1 

22782.7 

1 

166.3 

10 

667.8 

4  1 

-2  2 

NM 

NEC 

Harley-Davidson 

HDI 

176 

59 

3034  5 

14 

2071  7 

18 

1 105  3 

18 

190  6 

1.6 

88  8 

53 

19.; 

Harmon  International  Industries  (6) 

HAR 

10.7** 

27 

2323.7 

17 

19172 

19 

604  5 

3 

1314 

5  9 

NM 

181, 

Hasbro 

HAS 

109.7** 

39 

9968.6 

4 

8074.6 

4 

2541.1 

19 

231.0 

4.3 

292.2 

101 

37. 

Johnson  Worldwide  Associates  (9) 

JWAIA 

6.9 

8 

3446.3 

10 

3201.7 

12 

334.0 

7 

166.9 

2  1 

150 

-24 

46.1 

Lumex 

LUM 

3.8 

-1 

3456.8 

9 

3732.1 

10 

103.9 

4 

94  5 

3.7 

6.4 

15 

59.1 

Mattel 

MAT 

596 

22 

3970.5 

8 

3515  5 

1  1 

1847.9 

12 

123.2 

3  2 

215  9 

1 1 

27. 

Outboard  Marine  (9) 

OM 

36.1 

-12 

4149  4 

6 

4099  4 

7 

1064  6 

8 

122.4 

3.4 

12  5 

NM 

288 ; 

Polaroid 

PRD 

154.7  ** 

1 

12517.2 

2 

12447.5 

2 

2152  3 

4 

174.1 

7.2 

163.1 

-85 

94.' 

n 

Quixote  (6) 

QUIX 

3.3 

-30 

3382.4 

1  1 

4407.6 

6 

129  4 

1313 

2.6 

15  5 

339 

21.. 

Revell-Monogram 

RVL 

2.6 

26 

4086  6 

7 

3912.7 

9 

105.1 

-1 

162  5 

2.5 

2.8 

-48 

95. 

SLM  International 

SLMI 

3  1 

49 

2197.9 

19 

2080  4 

17 

231  5 

41 

165  3 

1.3 

219 

147 

143 

Tyco  Toys 

TTI 

15.1 

68 

6861.8 

5 

5092.4 

5 

768  6 

40 

349.4 

2.0 

30.1 

11 

50. 

Video  Lottery  Technologies 

VLTS 

2.6 

220 

3096.4 

12 

3931.0 

8 

1  10.9 

252 

133.6 

2  3 

12  3 

124 

203 

Winnebago  Industries  (8) 

WGO 

1.8 

1 1 

719.4 

24 

846.8 

24 

2950 

33 

116.6 

06 

-2.8 

NM 

NEC 

13  1  MANUFACTURING 

f: 

INDUSTRY  COMPOSITE 

3648.7 

8 

4143.2 

3665.1 

122555.4 

4 

139.2 

3.0 

6082.2 

20 

60.( 

(A)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

1704  5 

9 

4589.2 

2654  3 

51424.2 

5 

138  5 

3  3 

4525  5 

20 

37.; 

ACX  Technologies 

ACXTV 

186 

31 

4426.7 

12 

4426.7 

6 

5708 

5 

135.9 

3.3 

-32  8 

NM 

NEC 

AlliantTechsystems  (3) 

ATK 

24.5 

-6 

3663.0 

15 

4284.6 

7 

1186.9 

3 

177.2 

2.1 

74  2 

106 

33. 

American  Filtrono 

AFIL 

4.3  ** 

21 

3940.9 

14 

3434.3 

14 

144.7 

0 

1315 

3.0 

2  5 

-78 

176. 

Avery  Dennison 

AVY 

46.7 

-4 

j  821  8 

19 

2824  0 

20 

2622.9 

8 

158  5 

1  8 

130.2 

24 

35.' 

-: 

Bally  Gaming  International 

BGII 

7.0 

43 

8333.3 

3 

7516  7 

3 

1564 

7 

186.2 

45 

12.0 

1  1 

58.- 

1?5 

Barnes  Group 

B 

1  1 

19 

282.6 

5  5 

155  2 

55 

529.1 

-1 

130.6 

0.2 

77 

-73 

14  ' 

OKI 

Bic 

BIC 

3  2 

-31 

1327.5 

41 

1709  2 

36 

4174 

1  3 

173  9 

0  8 

67.3 

44 

4.; 

k\ 

Blessings 

BCO 

1.5 

29 

2293.8 

31 

2150  2 

26 

121  3 

9 

186  6 

1.2 

14  1 

1 

10.. 

Ioit 

Blount  (2) 

BIT  A 

6.9 

-22 

1437.5 

38 

1806.1 

34 

691.4 

9 

1440 

1.0 

11.1 

NM 

62.. 

: 

5rady(W.H.)(7) 

BRCOA 

10.0 

9 

5000.5 

6 

4102.8 

1  1 

2360 

12 

118.0 

4.2 

15  4 

-32 

65. 

•C: 

Carlisle 

CSL 

10.7 

3 

2327.8 

20 

2716.1 

21 

528.1 

5 

114  6 

2.0 

39.7 

276 

27.( 

T.:- 

Central  Sprinkler  (10) 

CNSP 

2.7 

22 

6713.6 

4 

4015  7 

5 

60.5 

-3 

149.3 

45 

0.7 

-85 

385.: 
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R&D  SCORE 


&D  Scoreboard 


3MPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 


CHANGE   

FROM 

1992  1991  1992 
S  MIL.      %  S 


PER  EMPLOYEE 


AVG  AVG. 
1992     1988-92    1988  92 
RANK        S  RANK 


CHANGE  R&D 

FROM      PER  AS  % 

1992      1991  EMPLOYEE  OF 

SMIL      %  SIHOUS.  SALES 


CHANGE  R&D 

FROM  AS% 
1992      1991  OF 

S  MIL.       %  PROFITS 


rning 

GLW 

I5l  l 

16 

4858  5 

9 

4214  8 

8 

3744.0 

14 

120.4 

4.0 

3804 

-13 

39.7 

star 

CSTR 

3.1 

NA 

4925.8 

8 

3700.2 

13 

74  9 

19 

120.8 

4  1 

9  8 

32 

31.3 

arte 

CR 

19  2  " 

3 

2258.8 

3  2 

1694.4 

37 

13070 

0 

153.8 

1.5 

38  7 

-47 

49  6 

nnelly  (6) 

DON 

14  2 

13 

5489.9 

5 

5361.0 

4 

271.4 

1 7 

105.1 

5.2 

10.8 

88 

131.2 

raceli  International  (6) 

DUR 

21.1 

24 

2637.5 

22 

1978.5 

28 

1616.7 

6 

202.1 

1.3 

211.0 

226 

10.0 

gle  Industries  (7) 

4.5 

0 

3879 

54 

5963 

51 

1266.8 

5 

109.2 

0.4 

-4.0 

NM 

NEG 

o  Industries  (6) 

ELCN 

2.2 

12 

1253.6 

42 

1040.2 

44 

189.3 

21 

1079 

1.2 

-0.9 

NM 

NEG 

sef  (9) 

ESSF 

2.2  ** 

-5 

3333  8 

18 

2995  2 

19 

99.1 

3  . 

149.6 

2.2 

7.8 

1 29 

28.2 

irchild  (6) 

FA 

4.1 

-6 

1009.8 

47 

663  3 

49 

489  8 

-5 

1 19  5 

0  8 

-26.8 

NM 

NEG 

deral  Signal 

FSS 

5.2 

2 

1218.4 

43 

1146  2 

42 

518.2 

1  1 

121.4 

1.0 

499 

9 

104 

st  Brands  (6) 

FBR 

9.3 

6 

2445.3 

25 

2409.9 

24 

988.5 

-8 

2601 

09 

76.5 

-9 

12  2 

ron  { 1 ) 

FCESN 

6.3  " 

2 

2644.3 

21 

1 966  1 

30 

300.1 

-2 

1 26.8 

21 

12.5 

NM 

50  0 

irsco 

HSC 

4.6 

26 

478.1 

53 

546.7 

53 

1624.9 

-16 

169  3 

0.3 

140.6 

18 

3.3 

xcel 

HXL 

10.5 

-1 

3568.9 

16 

3376.0 

15 

386.3 

0 

131.8 

2.7 

-23.4 

NM 

NEG 

Shear  industries  (5) 

HSI 

2.6" 

5 

2555.1 

24 

2187.2 

25 

105.8 

-13 

106.0 

2.4 

3.1 

-56 

83  2 

lenbrand  Industries  (11) 

HB 

29.6 

25 

2761.9 

20 

2442.2 

23 

1429.8 

19 

1 33.6 

2.1 

171.3 

1 8 

1 7.2 

nois  Tool  Works 

ITW 

42.5 

5 

2387.6 

27 

21351 

27 

281 16 

7 

158.0 

1.5 

309  8 

8 

13  7 

iturorm  Technologies 

INSUA 

4  3 

-11 

9041.6 

2 

15955.4 

1 

95.8 

25 

1991 

4.5 

-2  0 

NM 

NEG 

•trument  Systems  (9) 

ISY 

4  8 

26 

1714  3 

37 

732.7 

48 

500.2 

1 

178  6 

]  0 

42  9 

49 

1 1.2 

ernational  Game  Technology  (9) 

IGT 

1  1.8 

26 

4541.2 

1 1 

4182  6 

9 

399.4 

50 

153.6 

3.0 

107.5 

1 19 

1 10 

ape  &  Vogt  Mfg.  (6) 

KNAP 

1.2 

18 

1064.6 

46 

7905 

47 

124.9 

9 

115.3 

0.9 

10.2 

23 

1 1.3 

ar  Holdings  (6) 

1  14 

44 

973  2 

48 

8074 

46 

1422.7 

31 

1216 

0.8 

-3  5 

NM 

NEG 

doll 

LDL 

4.7 

15 

4973.5 

7 

4120.1 

10 

151.1 

12 

159.9 

3.1 

14  6 

10 

32.2 

irk  Controls 

MRCC 

1.5 

1 

2626.8 

23 

1916.7 

32 

86.2 

-7 

154.0 

1.7 

6  0 

1 3 

24.6 

irk  IV  Industries  (2) 

IV 

279 

16 

2341.7 

28 

1969.0 

29 

11456 

22 

96  3 

2  4 

471 

22 

59  1 

iterial  Sciences  (2) 

MSC 

3  1 

9 

4543.7 

10 

3290.2 

17 

1562 

10 

231.5 

2.0 

14  1 

21 

21.7 

nnesota  Mining  &  Mfg. 

MMM 

10070 

10 

1 1572.7 

1 

9765.6 

2 

13883.0 

4 

1595 

7.3 

19470 

4 

51.7 

i-kote  Holding  (3) 

NKOT 

1  9 

20 

1953.2 

35 

1953.2 

31 

95.4 

6 

99.2 

2.0 

9.4 

50 

20  0 

Sullivan 

OSL 

1.6 

22 

749.0 

51 

573.3 

52 

218.5 

1 1 

104  0 

0.7 

17.5 

630 

90 

i-Dri  Corp.  of  America  (7) 

OILC 

1.5 

21 

2227.3 

33 

1763.6 

35 

118  8 

16 

182.4 

1.2 

9  2 

0 

15.7 

rker  Hannifin  (6) 

PH 

20.9 

-5 

784.8 

49 

953.1 

45 

2375.8 

-3 

89.1 

0.9 

105  4 

2 

19.9 

in  Engineering  &  Mfg. 

PNN 

1.1 

17 

1 169.7 

44 

1078.2 

43 

88.3 

25 

90.3 

1.3 

10.5 

67 

10.8 

bbermaid 

RBD 

260 

12 

22974 

30 

1909.9 

33 

1805  3 

8 

159.8 

14 

266  8 

2 

9  7 

3led  Air 

SEE 

9  4 

-5 

3461.0 

17 

3096.6 

18 

446  1 

3 

1640 

2.1 

38  8 

23 

24.3 

S  Technologies 

ST 

6.6 

-5 

1813  3 

36 

1320.7 

40 

321  2 

-16 

88  2 

2.1 

-8.3 

NM 

NEG 

rm,  Ruger 

RGR 

1.2 

NA 

774.7 

50 

616.9 

50 

156.1 

14 

100.8 

0.8 

37.1 

53 

3.2 

ietic  (6) 

SNTC 

1.6 

18 

1992.3 

34 

3321.9 

16 

59.1 

139 

75  7 

2  6 

8.8 

84 

17.7 

degar  Industries 

TG 

5.0 

1 1 

1436.0 

39 

1192.9 

41 

479.0 

1 

136.9 

1.1 

25.5 

188 

19.7 

lova 

TNV 

65.3  " 

-13 

4101.7 

13 

3755.1 

12 

1695.5 

1 

106.5 

3  9 

24.0 

NM 

271  7 

Imont  Industries 

VALM 

2.6 

-13 

593.9 

52 

492.4 

54 

424  7 

-1 

970 

0.6 

18.4 

NM 

14  1 

littaker(lO) 

WKR 

1.1 

0 

11000 

45 

1657.3 

38 

159.9 

1 

1599 

0  7 

21.9 

17 

5.0 

>AS  Industries  (6) 

WMS 

8.7 

29 

2440.3 

26 

2698.5 

22 

227.0 

4! 

63  6 

3.8 

25  4 

168 

34.3 

'man-Gordon 

WYMN 

3  0 

-10 

1339.1 

40 

1354.6 

39 

298.9 

-16 

132.8 

10 

21  8 

NM 

13.8 

|  MACHINE  &  HAND  TOOLS 

:OUP  COMPOSITE 

310.0 

6  2498.8 

2282.6 

1 5528.8 

8 

1 25.2 

2.0 

348.9 

-16 

88.8 

Tie-Cleveland  (9) 

AMT 

2.7 

-14 

1300.5 

17 

812  4 

17 

177  6 

-3 

85.8 

1.5 

6  5 

18 

41.1 

idura 

ADU 

1.1 

38 

924  4 

19 

520.8 

20 

126  8 

-12 

106.6 

0.9 

-179 

[  IM 

NEG 

it  Lock 

1.6 

24 

1542.4 

is 

1075.6 

16 

84.9 

13 

82.8 

1  9 

3.9 

-38 

40.5 

ck  &  Decker 

BDK 

95.6 

6 

2463.9 

10 

2155  6 

1 1 

4779.6 

3 

123.2 

2.0 

-29.0 

NM 

NEG 

>wn  &  Sharpe  Mfg. 

BNS 

10.9 

-4 

6166.9 

1 

4864.4 

1 

159.9 

-9 

90.4 

6.8 

-11.8 

NM 

NEG 

cinnati  Milacron 

CMZ 

34.1 

5 

5792.4 

2 

4850.5 

2 

789.2 

5 

134.1 

4  3 

27.0 

NM 

126.3 

rk  Equipment 

CKL 

16.9" 

2 

2675  7 

8 

2878.4 

7 

802  7 

1 1 

127.1 

2.1 

-17.5 

NM 

NEG 

naher 

DHR 

19.3 

28 

2649.0 

9 

2032.8 

13 

954.1 

14 

130.7 

2.0 

56.7 

115 

34.1 

Idings  &  Lewis 

GIDL 

3.8 

147 

9505 

18 

560.4 

19 

622.9 

91 

154  2 

0.6 

46  0 

53 

8.3 

•aion 

GLE 

77 

20 

5391.6 

3 

3125.1 

4 

1473 

-17 

103  7 

5.2 

-24  8 

NM 

NEG 

ster-Yale  Materials  Handling 

23.2  " 

16 

49478 

4 

3537.7 

3 

863.7 

9 

184.2 

2  7 

7  8 

NM 

299.2 

inametal  (6) 

KMT 

13.7 

-7 

274  2  2 

7 

24091 

10 

594.5 

-4 

119.4 

2.3 

21.0 

-45 

65.1 

:oln  Electric 

LIEL 

20.5 

-4 

3243.8 

5 

3016.4 

5 

853  0 

2 

134.7 

2.4 

-34.4 

NM 

NEG 

narch  Machine  Tool 

MMO 

1.4 

-19 

1728.5 

14 

1737.5 

14 

779 

-27 

970 

1.8 

-10.3 

NM 

NEG 

rmond 

RAYM 

2.6 

-42 

2283.0 

1  1 

2896.8 

6 

146.7 

6 

130.9 

1.7 

6.6 

NM 

38.6 

ip-on  Tools 

SNA 

19.6" 

26 

2181.2 

12 

2110.1 

12 

10474 

12 

116  4 

1.9 

109.6 

-8 

17.9 

3REBOARD 
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COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 

CHANGE 

PER  EMPLOYEE 

CHANGE 

R&D 

fHANGF 

R&C 

FROM 

AVG. 

AVG 

FROM 

PER 

AS  X 

FROM 

AS' 

1992 

1991 

1992 

1992 

1988-92 

1988-92 

1992 

1991 

EMPLOYEE 

OP 

1992 

1991 

Of 

S  MIL 

% 

S 

RANK 

S 

RANK 

S  MIL 

X 

STHOUS. 

SALES 

S  MIL 

PROF 

SPX 

SPA 

14.7 

12 

•  - 

6 

2622  8 

- 

801  2 

19 

154.1 

1.8 

36.4 

NM 

Stanley  Works 

SWK 

15  2 

9 

8150 

20 

787.8 

18 

2217.7 

13 

118.9 

0.7 

158.1 

1 

Srorrett  (L.  S.)  (6) 

sex 

3  7 

13 

1434  4 

16 

1 139.6 

15 

180.3 

-4 

70.6 

2.0 

15  0 

-14 

TransTechnology  3 

TT 

1.7 

-6 

1882  6 

13 

2571.7 

9 

101.5 

-7 

112.5 

1.7 

0.1 

-96  3035. 

(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

1580.1 

7 

4814.2 

5719.5 

50367.5 

1 

153.5 

3.1 

1215.7 

31 

130.i 

AGCO 

AGCO 

6.9  ** 

20 

5409  4 

- 

5194  0 

314.5 

15 

245  7 

2.2 

6.0 

-31 

114. 

- 

Applied  Materials  1 0 

AMAT 

109.2  " 

6  27934 5 

3 

27679.9 

3 

751.4 

18 

192.2 

14.5 

58.9 

46 

185. 

Applied  Power  (8li 

APW 

O.z 

- 

2063  5 

o  £ 
JO 

OCT  j 

J0/.4 

u 

1  1  O  0 

1  1  O.J 

i.O 

15.9 

-25 

32. 

Astec  Industries 

ASTE 

3 

24180 

.    :  : 

34 

149.1 

1 1 

139.8 

17 

6.4 

NM 

40. 

M      1  _1        •       »        1            |                 i  At  \ 

Baldwin  Technology  (o) 

6.8 

16 

6052.2 

z 

4195.4 

20 

221  5 

1 

196.0 

3.1 

8.3 

-56 

82. 

B-E  Holdings 

7.4 

-10 

6469.1 

391 7.2 

22 

242.5 

-3 

21 1.4 

3.1 

-15.8 

NM 

NB 

Binks  Mtg.   1  I 

BIN 

A  O 

4.Z 

oo 

OA1  A  O 
-  -     -  - 

31 

1794.9 

ACt 

4U 

OO  O  "7 

Zl  J./ 

1 
1 

1  O  7  Q 
1  J/.O 

i.y 

O  A 

J.U 

32 

142. 

Briggs  &  Sfratton  (6) 

BGG 

108 

36 

1385.8 

4: 

1 160.9 

46 

1041.8 

10 

133  6 

1.0 

80.2 

51 

13 

BWIP  Holding 

BWIP 

7  8 

24672 

33 

1768.3 

41 

433.1 

1 

1373 

1.8 

64.1 

32 

12. 

Caterpillar 

CAT 

310.0 

- 

6108  5 

4456.5 

"  - 

10194  0 

: 

200.9 

3.0 

-332.0 

NM 

NEl 

Chart  Industries 

C" 

o.U 

208 

9422  8 

- 

9422.8 

- 

1  U4.0 

■  . 

1  ZO.J 

/.o 

lU.o 

25 

75. 

CMI 

CMX 

3.6** 

19 

4655.5 

21 

5635.0 

81.2 

22 

104.7 

4.4 

2.2 

NM 

163. 

a 

Commercial  Intertech  10 

TEC 

8.0 

3 : 

2089.6 

:■  - 

1708.9 

42 

450.6 

3 

1 17.0 

1.8 

23.3 

-36 

34. 

Deere  10 

DE 

288.4  ** 

3 

8353.6 

y 

AOA 1  O 

OtU  I.V 

10 

6846.7 

-2 

198.3 

4.2 

52.1 

NM 

553. 

: 

Dover 

DOV 

o/.o 

; 

3602.4 

1: 

3028  2 

0071  A 
ZZ/  l-O 

-> 

o 

l  on  7 

o  rt 

onn  o 

-2 

33. 

Duriron 

DURI 

5.5 

-18 

2208  4 

37 

23174 

32 

300.4 

1 

120.1 

1.8 

20.7 

-34 

26. 

Farr 

FARC 

2.5  ** 

-1' 

1952.5 

41 

2396  3 

31 

1 12.1 

0 

85.9 

2.3 

-3  5 

NM 

NE< 

Farrel 

FARL 

2.5 

: 

4304.2 

4089.6 

: 

70.6 

NA 

123.4 

3  5 

2  6 

NA 

96. 

E  11  f 

rML 

FMC 

i  a  c  n 
1 40.  V 

A^Al  *\ 
OOO  1.0 

13 

6216.6 

1  O 
1  J 

O OTO  "7 

JY/ J./ 

n 

1  70  Q 

i  /y.o 

J.o 

zo  J.  J 

9 

51. 

Gehl 

GEHL 

1.7 

c 

4.: 

1515.0 

43 

129  7 

2 

129.6 

1.3 

-18.2 

NM 

NEl 

General  Signal 

GSX 

93.5 

-3 

6836.7 

1  1 

6340.1 

12 

1618.3 

0 

1 18.4 

5.8 

13.5 

-85 

692. 

Gerber  Scientific  4 

GRB 

22.2 

-i 

14312.9 

: 

13719.1 

5 

250.0 

-7 

161.3 

8.9 

11.3 

-8 

195. 

Goulds  Pumps 

GULD 

7.9 

3C 

1837.2 

41 

1414.1 

557.9 

-2 

1 29.7 

1.4 

35.8 

-30 

22. 

Graco 

GGG 

10.6 

-11 

5281.6 

20 

5187.4 

18 

320.3 

3 

159.4 

3.3 

18.0 

18 

58. 

Harnischfeger  Industries  10 

HPH 

26.7 

8 

2305.5 

1940  9 

37 

1390.8 

-13 

1 19.9 

1.9 

102.1 

-19 

26. 

; 

Hein-Werner 

HNW 

1.5 

-15 

3049.8 

1  : 

2744.1 

-  : 

60.3 

120.0 

2.5 

-1.4 

NM 

NE< 

1 

Indresco  10 

1  - 

-19 

7495 

49 

749  5 

: ; 

558.7 

-10 

144.4 

0.5 

-50.8 

NM 

NE< 

! 

Ingersoll-Rand 

IR 

138.4  " 

: 

3919.8 

23 

3741.7 

23 

3783.8 

6 

107.2 

:  - 

148.0 

-37 

93. 

Interlake 

IK 

;  : 

-26 

589.4 

52 

859.7 

4: 

708.2 

-1 

148.2 

0.4 

-1.5 

NM 

NE< 

C 

Ionics 

ION 

3.1  " 

2803.6 

z/U/./ 

;■ : 

155.2 

: 

141.1 

2.0 

18.2 

56 

17. 

jlo  inaustnes  , / 

JLGI 

0  A  ■  • 

J.0 

: 

35779 

lr 

2743.7 

■  - 

1  IU.0 

1  / 

0  0 
O.J 

0.0 

NM 

NE< 

Joy  Technologies  (2) 

JOY 

:  : 

111 

-:  - : 

:  : 

532.3 

52 

608.6 

-7 

144.9 

0.5 

:  -  :■ 

-33 

10. 

Kulicke  &  Soffa  Industries  [9] 

KLIC 

13  9 

-8 

15243.7 

5 

1 1492.6 

7 

950 

-5 

104.2 

14  6 

-13.1 

NM 

NEl 

Lam  Reseorch  6 

LRCX 

33.9 

: 

347797 

: 

31810.5 

: 

1714 

- 

175.6 

19.8 

13  6 

:  : 

249. 

I 

Manitowoc  [6] 

MANT 

3  6 

4" 

1990.0 

4: 

1353.5 

45 

2464 

- 

1369 

1.5 

11.6 

-44 

31. 

■: 

Newcor  [10; 

NEWC 

6.1  " 

8 

8094  4 

10 

9567.5 

: 

906 

2 

120.4 

6.7 

6.5 

93. 

Nordson  (10! 
Novellus  Systems 
Oilgear 
Pentair 


NDSN  18  4  2    6275  5  16  6378.7  11 

NVLS  12  3  34  40150.3  1  34023  2  1 

OLGR  1.9  -1    2267.3  36  2020  2  36 

PNTA  9  4  0    1132  5  47  861.8  47 


425.6  10  144.9  4.3  60.8 

69  8  -13  228.1  17.6  9.4 

68  3  3  81.5  2.8  1.3 

1238  7  6  149.2  0.8  72.7 


17  30. 

-63  130. 

22  147.  It 

-2     \Z_  | 


Rexnord  ;6 
Roper  Industries  1 1  Oj 
Silicon  Valley  Group  |9] 
Stevens  Grophics 


REX  4.1  -10      8181  48  808.7  49 

ROPR         1.1  -17    1546.0  45  1851.5  39 

SVGI  270"  -10  18126.8  4  16473  7  4 

SVGA        13  -14    21603  38  2943  8  27 


514  8  -7  102.5  0.8  11.4  -65  35. 

696  -7  969     16  7.5       -4  14. 

192  5  -18  129  2  140  16  -53  1726. 

84  2  7  134.9      1.6  -4.7  NM      NEl  L 


Tennant 

Thermo  Fibertek 

Tlmken 

Twin  Disc  (6) 


TANT  119"  19  6803  4  12  5357.0  16 

TFT        2.7  25  3075.4  27  3075  4  24 

TKR  417  2  24956  32  2217.8  33 

TDI         7.7"  -19  6342.3  15  5901.5  14 


214.9  8  122  8  5.5  18.0 

126.4  0  146.7  2.1  14.3 

1642  3  0  98.2  2.5  134 

136.3  -11  111.6  5.7  19 


-3  66. 
9  18. 

NM  310.  n  .. 

NM  418. 


Tyco  Laboratories  (6] 
Variry  (1) 
WheatleyTXT(2) 
Zebra  Technologies 


TYC  15.8  19  6872  51  612.7  51 

VAT  414  9  29517  29  1871.1  38 

WTXT        2.1  "  42  3612  8  24  29675  26 

ZBRA        3  4  43  11513  6  7  11659  3  6 


30665  -1  133.3  0.5  131.5  -30 

33745  6  240.6  12  45.0  NM  < 

88  3  32  153  3  2  4  1 18  195  17.  , 

58.7  29  199.7  5  8  17.8  34  19. 
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R&D  SCOREBOA 


3MPANY 


R&D  EXPENSES 


SALES 


PROFITS 


STOCK  SYMBOL 


1992 


CHANGE 
FROM 

1991 


PER  EMPLOYEE 


AVG. 


AVG. 


CHANGE 
FROM 


PER 


R&D 

AS% 


1992 


1992     1988-92  1988-92 


1992 


1991    EMPLOYEE  OF 


1992 


CHANGE  R&D 
FROM  AS% 
1991  OF 


SMIL 

% 

S 

RANK 

S 

RANK 

S  MIL. 

% 

S  THOUS. 

SALES 

SMIL 

% 

PROFITS 

>)  TEXTILES 

tOUP  COMPOSITE 

54.1 

12 

950.1 

1712.9 

5234.9 

6 

91.9 

1.0 

-7.8 

NM 

NEG 

>ony  International 

AIN 

18.5 

0 

3253.6 

2 

2873.4 

2 

569.6 

1 

100.3 

3.2 

2.7 

-86 

688.8 

lington  Industries  Equity  (9) 

BUR 

104 

6 

443.2 

7 

424.8 

7 

2065.9 

7 

88.3 

05 

-88.7 

NM 

NEG 

ncord  Fabrics  (8) 

CIS 

3.3 

0 

48889 

1 

3709.2 

1 

201.7 

2 

298.9 

1.6 

03 

-79 

1213.2 

iwn  Crafts  (3) 

CRW 

2.3 

4 

1426.3 

5 

1187.0 

5 

122.7 

1 

76.7 

1.9 

10.0 

-5 

22.8 

/G(4) 

DWG 

2.1 

27 

121.1 

8 

98.1 

8 

1275  1 

5 

72  4 

0.2 

-0.1 

NM 

NEG 

>  Industries  (11) 

FIT 

3.7 

9 

2032.8 

4 

1750.7 

4 

189.3 

2 

105.2 

1.9 

25.8 

12 

14.2 

ilford  Mills  (6{ 

GFD 

12.5 

47 

2864.3 

3 

1930.5 

3 

614.9 

16 

140.9 

2.0 

34.1 

70 

36.7 

lthetic  Industries  (9) 

1.4 

NA 

760  5 

6 

760.5 

6 

195.7 

4 

106.3 

0.7 

8.2 

30 

17.2 

1  METALS  &  MINING 

9USTRY  COMPOSITE 

410.2 

-6 

2005.5 

1733.3 

35846.4 

0 

175.3 

1.1 

-383.3 

NM 

NEG 

)  ALUMINUM 


OUP  COMPOSITE 

276.9 

-11 

2405.2 

1691.8 

19195.8 

-3 

166.7 

1.4 

122.1 

-86  226.8 

iminum  Co.  of  America 

AA 

212.2 

-16 

3336.5 

1 

3296  4 

1 

9491.5 

-4 

149.2 

2.2 

298.6 

-27 

71.1 

ser  Aluminum 

Kill 

13.5 

18 

1351.6 

2 

12172 

2 

1909.1 

-5 

191.1 

0.7 

32.1 

-77 

42.1 

xxam 

MXM 

13.5 

18 

1 103.1 

4 

883.7 

4 

2202.6 

-2 

180.0 

06 

-13  2 

NM 

NEG 

molds  Metals 

RLM 

377 

1 

1286.7 

3 

1180.1 

3 

5592.6 

-2 

190  9 

0.7 

-195.4 

NM 

NEG 

) STEEL 

OUP  COMPOSITE 

93.0 

10 

1555.4 

1964.5 

12312.0 

5 

205.9 

0.8 

-902.5 

NM 

NEG 

jgheny  Ludlum 

ALS 

100 

35 

1854.8 

5 

1534.3 

5 

10360 

3 

191  9 

10 

78.8 

9 

12.7 

nco 

AS 

26.6 

3 

2313  0 

4 

2292.2 

4 

2073.6 

30 

180.3 

1.3 

-453  9 

NM 

NEG 

penter  Technology  (6) 

CRS 

14.0 

3961.5 

3 

2773.8 

3 

5702 

1 

161.3 

2  5 

22  8 

-51 

61.3 

ynes  International  (9) 

3.9 

-15 

4336  3 

2 

4162.8 

1 

169.3 

-25 

188.6 

2  3 

-28.1 

NM 

NEG 

tional  Steel 

NS 

9.5 

8 

922.4 

7 

487.2 

8 

2373.3 

2 

230.4 

0.4 

-745 

NM 

NEG 

ler  International  (1 ) 

PS 

1.3 

0 

9558.8 

1 

3493  0 

2 

63.8 

-42 

4694 

2.0 

-12.8 

NM 

NEG 

X-U.  S.  Steel  Group 

X 

23.0 

5 

1070.8 

6 

866.6 

7 

4947.0 

2 

230.3 

0.5 

-3940 

NM 

NEG 

irton  Steel 

WS 

4.7 

-12 

716.3 

8 

984  7 

6 

1078.7 

4 

164.9 

0.4 

-40.9 

NM 

NEG 

OTHER  METALS 


OUP  COMPOSITE 

40.3 

-3 

1360.4 

1532.3 

4338.6 

2 

146.5 

0.9 

397.1 

10 

10.1 

sh  Wellman 

BW 

7.3 

-4 

3983.6 

1 

3288.8 

1 

265.0 

-1 

144  7 

2.8 

13  7 

NM 

53.1 

ivo 

DRV 

18 

81 

1269.5 

6 

816  7 

7 

273.0 

-8 

192.1 

0.7 

12.7 

-21 

14.2 

:1a  Mining 

HL 

1.3 

-14 

1594.4 

5 

1495.8 

5 

100.7 

-6 

121.9 

1.3 

-49  6 

NM 

NEG 

rd  Resources 

NRD 

1.0 

-2 

612.6 

9 

459.5 

9 

100.1 

-7 

59.6 

1.0 

-3.2 

NM 

NEG 

:lps  Dodge 

PD 

17.9* 

5 

1228.6 

7 

11877 

6 

2579  3 

6 

1770 

0.7 

416.0 

3 

4  3 

cision  Castparts  (3) 

PCP 

5.2 

-4 

816  1 

8 

714.8 

8 

583  3 

8 

91.5 

0.9 

53  0 

7 

9.8 

1  Titanium 

RTI 

1.6 

-53 

17072 

4 

1981  6 

3 

135  6 

-18 

140.8 

1.2 

-14.0 

NM 

NEG 

>erior  TeleTec  (3) 

STT 

1  9 

-10 

2837.8 

2 

2628.7 

2 

132  3 

-12 

198  7 

1.4 

40 

-46 

46  9 

mont 

TRE 

2.2 

-4 

1718  8 

3 

18869 

4 

169.4 

0 

132  3 

1.3 

-35.5 

NM 

NEG 

OFFICE  EQUIPMENT  &  SERVICES 


5USTRY  COMPOSITE 


17196.2 


6  14728.0 


15357.9 


205092.6      6   175.2    8.4    -3730.5    NM  NEG 


)  BUSINESS  MACHINES  &  SERVICES 


OUP  COMPOSITE 

267.0 

0 

3286.0 

3836.2 

10287.0 

6 

126.6 

2.6 

1001.8 

13 

26.7 

icomp  (9) 

AAC 

3.5 

-9 

770.7 

18 

8371 

15 

628.9 

-1 

139.8 

0.6 

35.3 

5 

9.8 

1  &  Howell 

18.6 

4 

3228.6 

9 

3228.6 

9 

670.0 

7 

1  16.1 

2  8 

13  4 

383 

139.4 

/ Runner 

DAYR 

16 

40 

2851.9 

12 

2368.3 

1  1 

71.2 

34 

130.2 

2.2 

7.5 

33 

20.7 

bold 

DBD 

24.5 

27 

6151.4 

5 

40170 

6 

543.9 

7 

136.8 

4.5 

57.3 

1 1 

42.7 

:troCom  Automation 

ECA 

43 

5 

2893.7 

1 1 

2885.4 

10 

469  8 

53 

316  2 

0.9 

57.1 

57 

75 

teral  Binding 

GBND 

3  5 

32 

1047.0 

15 

768.7 

16 

368.6 

18 

109.6 

1.0 

273 

35 

12  9 

N  Industries 

HONI 

5.9  ** 

74 

1022.7 

16 

681.0 

17 

706.6 

16 

123.4 

0.8 

61.9 

18 

9.5 

it  Mfg.  (11) 

HUN 

1  5 

32 

81 1.9 

17 

627.5 

18 

2349 

3 

125.6 

0.6 

21.6 

26 

7.0 

>nos  (9) 

KRON 

4.1  " 

28 

6932.3 

4 

6932.3 

3 

58.1 

22 

98  4 

7.0 

5  7 

56 

72.0 

erMaster  Technologies  (6) 

LMTS 

2.0 

-30 

5191.3 

6 

5492.4 

5 

599 

7 

152.7 

3.4 

-0.4 

NM 

NEG 

ler  (Herman)  (5) 

MLHR 

20.3 

-5 

3382.8 

8 

32859 

8 

804.7 

-8 

134.1 

2.5 

-1.0 

NM 

NEG 

!  Technology 

PTC 

6.4 

12 

7865.3 

3 

6468.8 

4 

73.3 

-7 

906 

8.7 

3.6 

47 

177.6 

)REBOARD 
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COMPANY    R&D  EXPENSES    SALES   PROFITS 


STOa  SYMBOL 

CHANGE 

3e;  employee 

CHANGE 

R&D 

CHANGE 

■  i 

FROM 

»G 

FROM 

PER 

ASS 

FROM 

1992 

1991  1992 

1992 

1988-92 

1988-92 

1992 

1991 

EMPLOYEE 

OF 

1992 

1991 

91 

SMIL 

S 

RANK 

S 

RANK 

SMIL 

STHOUS. 

SALES 

SMIL 

% 

PRO 

Pitney  Bowes 

PBI 

101.6 

-11    3509  2 

7 

. 

7 

3434,1 

3 

1 18.6 

3.0 

495.4 

7 

201 

Reynolds  &  Reynolds  [9] 

REY 

9.6 

-23  1908.9 

13 

2160.9 

13 

644.8 

2 

128.2 

1.5 

64.4 

55 

H 

Smith  Corona  (6) 

SCO 

1 1.0 

21  3062.8 

10 

23274 

12 

371.7 

-3 

103.2 

3.0 

32.5 

20 

:  - 

Standard  Register 

SREG 

7.8** 

-1  1363.2 

14 

1417.1 

14 

705.2 

2 

123.2 

1.1 

61.9 

21 

Telxon  (3) 

TLXN 

12.1  ** 

o  oyoo.v 

2 

8699.7 

2 

215.0 

17 

159.3 

5.6 

25.0 

26 

VeriFone 

VFIC 

28.7 

Ij  l0Jo4.0 

1 

17541.6 

1 

226.1 

20 

~~  E 

12.7 

33.3 

23 

"  - 

(B)  COMPUTER  COMMUNICATIONS 

GROUP  COMPOSE E 

435.7 

21  23271.4 

22956.3 

3776.1 

24 

196.4 

11.5 

422.4 

215 

103 

Cabletron  Systems  2 

CS 

Z/.o 

IU4    1  J004.V 

: 

12268.7 

'  - 

lOA  1 

O  1 

1  A  1  A 

I4J.U 

O  A 

V.O 

91.8 

60 

Chi  pcom 

CHPM 

1  z.o 

n     o  i  o  ~7A  1 

4 

32022.6 

J 

Q  7  1 
OA  J 

0  1 

Oz 

1 1  1  o 

z  i  j.y 

1  J  A 

[  4.0 

iii 

1  J.Z 

1 10 

1 

Cirrus  Logic  (3) 

CRUS 

32.4 

24  43348.9 

1 

43265.5 

] 

171.6 

7 

229.3 

18.9 

23.0 

-25 

Cisco  Systems  [7] 

CSCO 

26.7 

111  30323.1 

5 

5 

339.6 

::" 

• :  : 

79 

^36.1 

92 

19 

Data  Switch 

DASW 

1  1  A 
I  Z.4 

1  A  0  7A~7A  a 
tO  ZZ0/4.U 

14 

15842.0 

■  ~ 

1  / 

Hvi  a 
_  -  - 

_  1  Q 
1  O 

1  ^  1  O 

i  j  j.y 

i  j  7 
1  4./ 

1.4 

NM 

NE 

Digital  Communications  Associates  6 

DCA 

1  A  A 

11     IQjiO?  O 

17 

19947.1 

•  * 
- 

zuy.4 

1  A  A  ~7 

\  OO./ 

1 1.7 

25  2 

50 

96 

Dynatech  [3] 

DYTC 

51.7 

0  16369.4 

E 

14354.8 

18 

486.4 

1 

154.1 

10.6 

23.5 

-15 

219 

Emulex  (6) 

EMLX 

13.1  ** 

7  22026.9 

15 

16 

■  :■  ■ 

6 

: 

12.9 

9  4 

-7 

139 

- 
i 

MB  Communications  3 

MCBX 

0  i  ** 

O.z 

-2  NA 

21 

NA 

- . 

1  AO  1 
-  "  - 

7 

/ 

NA 

A  O 

4o 

- 1 0.4 

NM 

Nf 

Network  Equipment  Technologies  3 

NWK 

11  1 

i  zyoyj.j 

22354.2 

•  - 

i  i 

1  QA  Q 

1  A 
J4 

1  A  A  1 

1  OO.  J 

ion 

1 4.0 

NM 

NE 

Network  General  '3 

NETG 

:  :" 

59  24996.1 

23528.6 

8 

64.0 

32 

I4~ ; 

10.1 

13.8 

20 

46 

-: 

Network  Systems 

NSCO 

28.5 

15  20989.7 

16 

18430.9 

15 

219.1 

10 

161.2 

13.0 

-34.1 

NM 

-r 

Norand  ;8; 

NRND 

O  7 
- 

IJ  Izozo.j 

20 

128265 

■  - 
- 

1 14  6 

1 1 

lo  l.o 

8.4 

3.5 

NM 

278 

Proteon 

PTON 

1  A  A 

1  4.U 

1  0    1 A  A  1  Q  1 

Jo  zooJo.l 

22424.1 

-  - 

- 

1  1  C 

I  zU.  J 

— 

z/ 

ZzV.  1 

1  1  A 

I  l.o 

1 4 

1 37 

Retix 

RETX 

10.2  ** 

1  1  z4oJ/4 

12 

23304.0 

9 

70  8 

1 7 

1 71.9 

1 4  4 

1 1.8 

83 

86 

SynOptics  Communications 

SNPX 

43.1 

33  343673 

3 

26729  2 

4 

388.8 

;  " 

309.8 

1 1.1 

66  8 

56 

64 

Telematics  International 

TMAX 

13.5 

-9  37388.9 

: 

38506.1 

2 

673 

4 

186.8 

20.0 

- : 

NM 

192 

3Com  (5) 

COMS 

46.6 

3  24583.8 

13 

22312.4 

2 

408.4 

2 

215.4 

11.4 

5.2 

NM 

892 

Wellfleet  Communications  ;6.. 

WFLT 

9.8 

87  25428.9 

9 

251 15.4 

6 

85.1 

137 

219.9 

11.6 

18.5 

359 

53 

Xircom  9 

XIRC 

:  ~ 

1           OCT  7  A  A 

!4z  zoJ/o.o 

10 

20165.1 

1 3 

CO  1 

1 24 

383.7 

6.6 

O  A 

y.o 

111 
1  J  J 

A  A 

4U 

Xyplex 

XPLX 

~~  : 

46  2651 1.7 

E 

23751.5 

- 

58.6 

41 

195.9 

13.5 

12  0 

39 

6d 

(C)  COMPUTERS 

GROUP  COMPOSITE 

1 

1920.2 

3  17435-3 

17797.6 

135290.7 

4 

197.0 

3  S 

-8469.2 

NA.A 

NE 

Advoncsd  Loqic  Ressorch  9 

AALR 

5.1  ** 

1  O       70A0  O 

|y  /vuZ.o 

:-. 

6928.4 

2  : 

206.8 

—9 

319.2 

4.0 

l.z 

 O  c 

V  J 

440 

Amdo  h  1 

AMH 

372  4  ** 

19  4948ft  0 

l 

;  4  2 : :  : 

] 

2  ;  2  4  " 

48 

288  1 

14.7 

-14.0 

NM 

NE 

Apple  Computer  9, 

AAPL 

602.1 

3  40690.3 

: 

33632  6 

2 

7086.5 

12 

478.9 

8.5 

855.4 

71 

7C 

- 

AST  Research  (6) 

ASTA 

: :  :  •• 

14  85565 

24 

7992.6 

24 

944.1 

37 

265  2 

3.2 

"223 

2 

32 

Aton 

: 

o  o 
v.  4 

—  Af\   1 1  OA  A  7 

4u  jjyoo/ 

5 

22339  9 

1  u 

1  4/.0 

>171  A 
4/  I.O 

O  J.Z 

IN /VI 

■  : 

Commodore  Internotionol  6 

CBU 

25  7 

-18  NA 

I  : 

91 10 

-13 

NA 

2.8 

25.4 

-52 

101 

Compaq  Computer 

CPQ 

172.9 

-12  18205  0 

14 

-  : 

15 

4099  8 

25 

431  6 

4.2 

310.6 

79 

55 

Concurrent  Computer  6 

CCUR 

273 

J/  ljl//.Z 

19 

16210.2 

■  . 
- 

11 1  A 
ZZ  l.O 

_1  O 

1 J 

iiii 
1  z  J.  1 

iii 

1  Z.J 

1.0 

NM 

•  2;  " 
-  '  - 

f"rintrn   Hntfi  ^v^tf^m^ 

\.UIMI  VI  L/UIU  JVilCllli 

~Z-~ 

-  -  - 

J/.o 

11     11 Q 

—  1 J   1  loUo.o 

2" 

11304.7 

-  • 

z  1 

C17P1 

0  1  /.u 

■  * 

1  u 

1  17  A 

1  Jz.O 

NM 

Convex  Computer 

CNX 

33.2 

19  ?flS19  ft 

• : 

23226.1 

; 

231.8 

199.2 

14.3 

4.1 

NM 

809 

Cray  Research 

CYR 

148  9** 

5  30413-5 

7 

27194.6 

4 

797.6 

-  : 

162.9 

18.7 
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z  z  ::  pmenl  15C 

■e  '.'  :  e7B 

n»7C 

2B 

Donne  .  13A 
?  13C 

Dow  G-emcal  3 
:  :.:  14C 

.  esse    :.:  -  9B 
DSC  CommunicoSonsl8 
DuPoni3 

Z .  zz~  ritemai :  :  13A 
:  13C 
13D 

Z~z~z$  Co-e  e'1~e  :e5A 
Dynamics  Reseo'cr.  17 
:  (noted  15B 


E-Z-tW  10A 

ndusmesl3A 
zzz^~-  ;-e    jus  e  2B 
Easfmor  *  :  12 

2B 

zr  2B 

5C 

EE  :  7B 

EC-4G17 

: ::  idustrie  13A 

::e;7C 

Etectro  Sc'enrlTic  Inds.  7B 
:  e : IroC  :  ~  -  3mcfionl5A 


Eksdiac  15G 
EMC15F 

Emerson  E!ecrric7A 
bnia  15B 

1 5C 

r>ee  '  e  z  3 
12 

ESC0E!eCT&-ics7C 
Eisel3A 

::  t       -:    :     e  7C 
EAy)3 

:<o?siS.-e  15G 
Exabyte  15E 
:  •;  7D 

Excel  Indir'  es  2B 
:.e;.-:-5  -  :  - :  .    .  18 
:■  r;f        :      ^  .  :  7A 
:  9A 


Fob  Incusrre:  1 3D 
Fairer  i  13A 

e-e  - :  8 
:  13C 

-  '3C 
Fe ::e  5A 
federc!  Sc^e  1 3A 
Federo'nWcc.  2B 
Feao3 

■  zze  "e  "i-    :  4 

1SH 

:  :9A 

Frrs.'Brone:13A 
Firs:  Mississippi  3 

1  OB 

•        ••  7C 

Fisher-Preel2 

■  fr  .-.  :  :e  z"t  z  se:  12 

rie  5  A 

Fiuke  (John)  M;g  7C 
F.MC13C 
:  :  z  Mole  2A 
Fores!  Lcborctor  es  10A 
6 

Fosrer  Wheeter  17 
Frame  Tecr-To^ogy  15G 

■  ;*:  7A 
Frese-  .=  10B 
-  -r-r.-  T-e  t  2B 
Fuller  |H.B.)  3 
.  13A 


GlHoldi-igs3 
Gciooo  (Lewis)  Toys  12 
Z-e-  13C 

3e  _e'  . : :    e:  7C 
3e"Cee  1 
-  f  f:  10A 


-r  -  :  :  :  -e  15A 
Ge-e'o  DorcComm  i-cs  1( 
Genero!  OyncT.,cs  1 
.  -  -  :  •      :  4 

lrument7B 
.-e  -?  r.  '.'  .  8 
3enera  '.':::2A 
3eneto  :  3-:  13C 
Send  a  10A 
3er co~  15F 
3er  te  3  .  c  7A 

•  7C 
jenzyme  10A 
Ge-pe-  Soe-  • :  1 3C 
Z-  zz  z:  :  .ir.-.  s  13B 
Gioer;  Assoc  ces  17 

•  13B 

GM  Hug^s  6ecToncs7B 
Geoa-o  |B  F.|3 
Goooyeo'  T*e  &  Rubber  2C 
Goulds  PumDsl3C 
Groce(W.R]3 
3-oc;  13C 

Greot  Lckes  Chemicc!  3 
Green  |AP|  Inousrries  1 1 

Grow  G'0wp3 

:-;i8 

}"t  :   -  :  15D 

:-"  7D 

Z--Z  z  ~z  :  ce.es  1 1 
v  130 


Hoc  7C 

u;e-e-e:=  10B 
-:  9B 

Ho-.no!ordBrorre:s8 
HorieyDovdso- 1 2 
~z~z-  -e'ro-p'C  '  35  1 
Harmor  nd  s--  es7B 

es  13(9 

-es7B 
13A 

riasorol2 
Hathawa)  7C 
-       '.   -    •  2B 
Hcy«s  iKemoiono  14B 

-:  15H 

10B 

- r  :  1 4C 

He  r  .'.r  -f  13C 
-ee'C  C.-s  -e.s-es5C 
-err  e :  3 
Hershey  Foods  8 
-e.-.  e_--e:*e  e  15C 
-e.ee  13A 
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R&D  SCORE 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


7B 

Mentor  Graphics  15H 

Knowledge  Wo  re  1 5G 

■  10A 

Kollmoigen  7A 

Mestel  1 1 

Komag  15E 

Melhode  Electronics  70 

Kronos  1 5A 

Microcom  18 

Kuhlman  7A 

Microdyne7B 

Kulicke  &  Soffa  lnds,13C 

Micron  Technology  7D 

Micronics  Computer',  70 

Micropohs  15E 
Microsemi  7D 

Lo-Z-Boy  Chair  5A 

Lolorge  1 1 

Microsoft  15G 

Lam  Research  13C 

Miller  (Herman)  15A 

lamson  &  Sessions  7A 

7C 

landmark  Graphics  15H 

Miltope  Group  15F 

LaserMaster  Technologies  1 5A 

Mine  Safety  Appliances  1  OB 

Lattice  Semiconductor  70 

Minerals  Technologies  3 

Lawter  International  3 

Minnesota  Mining  &  Mfg  13A 

Lear  Holdings  1 3A 

Mississippi  Chemical  3 

Legem  1 5G 

Mobil  9A 

Life  Technologies  1  OA 

Modme  Mfg  2B 

Lilly  Industries  1 1 

Mole*7D 

Lilly  (Eli)  1  OA 

Monarch  Machine  Tooi  13B 

Lincoln  Electric  1 3B 

Monsanto  3 

linear  Technology  7D 

Moog2B 

Liqu'hBox6 

Moore  Products  7C 

&use7A 

Moore  (Benjamin)  1 1 

Litton  Industries  7B 

Morion  Internationa!  3 

Lockheed  1 

Motorolo  7B 

Loctite  3 

MTS  Systems  7C 

Logicon  1 5G 

Mylan  Laboratories  10A 

Loral  7B 

Lotus  Development  1 5G 

Lowrance  Electronics  7B 

LSI  Logic  7D 

LTV  4 

LTX7C 

Lubrizol  3 

Lumex  12 

Lydaft  1 3  A 


M/A-Coml8 
MacDermid  3 
MacNeal-Schwendler  15G 
MagneTek  7A 
MAI  Systems  15H 
Mandowoc  13C 
Manpower  17 
Marcam  1 5G 
Morion  Merrell  Dow  1  OA 
Mark  Controls  13A 
Mark  IV  Industries  13A 
Marquette  Electronics  1  OB 
Martin  Marietta  1 
Material  Sciences  13A 
Mattel  1 2 

Maxim  Integrated  Products  7D 
Maxtor  15E 

Maxwell  Laboratories  10A 
Maxxam  1 4A 
Maybe'line  5C 
MB  Communications  1 5B 
McCormick  8 

McDermott  International  1 7 
McDonnell  Douglas  1 
MDT10B 
Mead  16 

7C 

Mechanical  Technology  7C 

Medco  Containment  Svcs  10A 

Mede,  1  OB 

Media  Vision  7D 

Medic  Computer  Systems  1 5H 

MedradlOB 

Medtronic  10B 

Mentor  10B 


Nacco  Industries  9A 
NAI  Technologies  15F 
Nolco  Chemical  3 
Nashua  6 

National  Computer  Sys  15F 
National  Dota  15D 
Notional  Education  17 
National  Patent  Devel  1 7 
National  Semiconductor  7D 
National  Steel  14B 
Navistar  International  2A 
NellcorlOB 

Network  Computing  Devs  15F 

Network  Equipment  Techs  15B 

Nerwofk  General  15B 

Network  Systems  15B 

Neutrogena  5C 

Newcorl3C 

Newport  7C 

Nichols  Institute  1  OB 

Nike  5B 

NL  Industries  3 

Norond  15B 

Nord  Resources  14C 

Nordson  13C 

Northrop  1 

Novell  15G 

Novellus  Systems  13C 


Nu-kote  Holding  13A 
Myne«18 

Radiation  Systems  7B 
Radius  15F 

ISBHHHBIHIiH 

Ralston  Punna  8 

O'Sgllivor  13A 
Oak  Industries  7C 
Occidental  Petroleum  9A 

RoslerOp:  1 5F 

Raychem  7A 
Raymond  13B 
Raytech  2B 

Oceaneenng  International  9B 

Raytheon  7B 

Octei  Communications  1 8 

Read-Rue  7D 

Ode!ics7B 

Recognition  International  1 5H 

OEM 

Reliance  Electric  7A 

Oilgeo.  13C 

Rel,xl5B 

Oil-Dn  Corp  of  Amenca  13A 

Revel-Monogram  12 

Olm  3 

Rexene  3 

Opticol  Coaling  laboratory  7C 

RexnordUC 

Optical  Radiation  10B 

Rexonl5E 

Oracle  Systems  15G 
Orbital  Sciences  1 
Oshkosh  Truck  2A 
Outboard  Marine  12 
Owens-Corning  Fiberglas  1 1 
Owens-Illinois  6 


Paccar  2A 
Pacific  Scientific  1 
Pall  4 

PAR  Technology  15A 
Parametric  Technology  1 5G 
Parker  Hannifin  1 3A 
Penn  Engineering  &  Mfg  13A 
Pentairl3C 
Penwest  8 
PepsiCo  5B 
Perkm-Elmer  7C 
PemgolOA 
Petrolite  3 
Pfizer  1  OA 
Phelps  Dodge  14C 
Phoenix  Technologies  1 5G 
Philip  Morns5B 
Phillips  Petroleum  9A 
PictureTel  1 8 
Pioneer  Hi-Bred  Intl  8 
itney  Bowes  1 5A 
Pitrway  4 

Playte*  Family  Products  6 
Polaroid  12 

Policy  Management  Sys  1 5G 
Powell  industries  7A 
PPG  industries  1 1 
Prat)  &  Lambert  1 1 
Praxair  3 

Precision  Costparts  1 4C 
Premark  International 
Premier  Industrial  17 
Printroni>  15F 
Procter  &  Gamble  5C 
Progress  Software  1  5G 
Proler  international  1 4B 
Protean  1 5B 
Pulse  Engineering  7D 
Purepac  1  OA 
Puritan-Bennett  10B 
Pyramid  Technology  1 5C 


QMS15F 

Quaker  Chemical  3 
Quaker  Oots  8 
Gualcomm  7B 
Quantum  15E 
Quantum  Chemical  3 
Quixote  1 2 
Gumel5F 


Reynolds  Metal',  14A 
Reynolds  &  Reynolds  15A 
Rhone-Poulenc  Rorer  10A 
Rival  5A 

Riverwood  International  6 
RMI  Titonium  14C 
Robbms  &  Myers  7A 
Rockwell  International  4 
Rogers  7D 
Rohm  &  Haas  3 
Roper  Industries  13C 
Ross  System':  1  5G 
Royal  Appliance  Mfg  5A 
RPM  1 1 

Rubbermaid  13A 


Scherer|RP)10A 
Schering-Plough  1  OA 
Schlumbeiger  9B 
Schwi)zer2B 
SCI  System:  7B 
Science  Applications  17 
Scientific-Atlonta  18 
SaMed  Life  Systems  1  OB 
Scotsman  Industries  1 1 
Scott  Paper  16 
Scorts  3 

Seagate  Technology  1 5E 
Sealed  A,:  13A 
Sealnght  6 

Sensormattc  Electronics  7B 
Sequa  1 

Sequent  Computer  Systems  15C 
Sequoia  System:  1 5C 
Shored  Medical  Systems  15H 
Sheldahl  7D 
Sherwin-Williams  1 1 
Sierra  Semiconductor  7D 
Silicon  General  18 
Silicon  Graphics  15C 
Silicon  Valley  Group  1 3C 
Siliconix  7D 
SLM  International  12 
Smith  Corona  1 5A 
Smith  International  9B 
Sm.th  (A  0  ]  2B 
Snap-on  Tools  13B 
Software  Publishing  15G 
Software  Toolworl  s  1 5G 
Solectror.  7D 
Sonoco  Products  6 
SpoceLabs  Medical  1  OB 
Spartan  Motor:  2A 
Spanot.  7C 

SPI  Pharmaceuticals  1  OA 
SPS  Technologies  1 3A 
SPX13B 

St  Ives  Laboratories  5C 
Si  Jude  Medical  1  OB 
Standard  Microsystems  15F 
Standard  Products  2B 
Standard  Register  15A 
Stanford  Telecommuns.  7B 
Stanley  Works  13B 
Starrett(LS.)13B 
Stepan  5C 

Sterling  Software  15G 
Stevens  Graphics  13C 
Storage  Technology  15E 
Stratus  Computer  1 5C 
Structural  Dynomics  Rsch  15G 
Slrykei  10B 
Sturm,  Ruger  13A 
Suave  Shoe  5B 
Summagrophics  15F 


Sun9A 

Sun  Microsystems  15C 
Sundstrand  1 

SunGard  Dota  Systems  1 5D 
Sunrise  Medical  10B 
Sunward  Technologies  7D 
Superior  industries  fnti  2B 
Superior  TeleTec  1 4C 
SuperMac  Technology  1 5F 
5 /base  15G 
10B 

Sybron  Chemicals  5C 
Symantec  1 5G 
Symbol  Technologies  1 5F 
Synetic  13A 
Synopsys  15G 

SynOptics  Communications  1 5B 
Syntex  1  OA 

Synthetic  Industries  1 3D 
Syquest  Technology  1 5E 
System  Industries  1 5E 
System  Software  Assoc  15G 
Systems  Center  1 5G 
Systems  &  Computer  Tech.  15D 


Talley  Industries  17 
Tambrands5C 
Tandem  Computers  15C 
TCI  International  7B 
Tech-Sym  7B 

Tecnol  Medical  Products  1 0B 
Tecumseh  Products  1 1 
Tekelec7B 
Tektronix  7C 
Telco  Systems  18 
Teledyne  4 

Telematics  International  15B 

TelJobs  1 8 

Teixon  1 5A 

TennanlUC 

Teradyne7C 

Te*aco  9A 

Texas  Instruments  7D 

Textron  4 

Thermo  Electron  7C 
Thermo  fibertek  13C 
Thermo  Instrument  Systems  7C 
Thiokoi  1 

Thomas  &  Berts  7A 

Thomas  Industries  7A 

3Coml5B 

Timken13C 

T,ianl5H 

Tj  International  1 1 

Tokheim  1 1 

Tokos  Medical  1  OB 

Toro  5  A 

Trans-Resources  3 
TransTechnology  13B 
Tredegar  Industries  13A 
Tremon!  14C 
Tnad  Systems  15H 
Trident  Microsystems  7D 
Trimble  Navigation  7C 
Trinova  1 3A 
TRW  4 

Twin  Disc  13C 

Tyco  Laboratories  1 3C 

Tyco  Toys  1 2 


U  S  Robotics  1 8 
U  S  Surgical  10B 
UCC  Investors  Holdings  3 
Union  Camp  1 6 
Union  Carbide  3 
Unisys  1 5C 


United  Industrial  7B 
United  Technologies  1 
Unitrode7D 
Universal  foods  5B 
Unocal  9A 
UpiohnlOA 
USG11 

USX-Marathon  Group  9A 
USX-US  Steel  Group  14B 


Vaimont  Industries  1 3A 
Valspar  1 1 

Vorco  International  9B 
Vorion  Associates  7B 
Verity  13C 
Varlen  17 
VenFor,el5A 
Vicoi  7D 

Video  lottery  Techs  12 
Viewlogic  Systems  15G 
Vishoy  interfechnology  7D 
Vital  Signs  10B 
VLSI  Technology  70 
VMX18 

Volt  Information  Sciences  17 
Vulcan  Materials  1 1 


Wobash  National  2B 
Walbro2B 

Walker  Interactive  Systems  1 5G 
Wang  Laboratories  1 5C 
Warner-Lambert  10A 
Watkins-Johnson7B 
Weaiherford  Internationa1 9B 
Weirton  Stee!  14B 
Wellfleet  Communications  1 5B 
West  6 

Western  Co  of  N  America  9B 
Western  Digital  15E 
Westmghouse  Electric  7A 
Westvoco  1 6 
Weyerhaeuser  16 
Whealley  TXT  13C 
Wheelabrator  Technology 
Whirlpoo  5A 
Whittake1  13A 
Winnebago  Industries  1 2 
Wi(co3 

WMS  Industries  13A 
Woodhead  lndustnes7A 
Woodward  Governor  1 
Worthmgton  Foods  8 
Wyman-Gordon  1 3A 


17 


15F 

Xicor7D 
■  70 
Xircom  15B 
Xyplex  15B 


Zebra  Technologies  13C 
Zenith  Electronics  5A 
Zenith  Laboratories  1  OA 
Zeos  International  15C 
Ziloq7D 
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GLOSSARY 


CRITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as  of  April  30. 
Sales,  Profits,  and  R&D  Expenses  were  converted  into  millions  of  U.  S.  dollars 
using  a  1 2-months'  moving  exchange  rate  based  on  the  company's  fiscal 
year;  percentage  changes  from  prior  yeor  were  calculated  using  the  local 
currency.  Companies  included  in  the  survey  are  the  200  international 
companies  reporting  the  greatest  research  and  development  expense. 


PROFITS:  Pretax  income  as  reported  by  the  company. 

R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research  and 
development  for  the  most  recent  fiscal  year.  Normally  excludes  R&D  under 
contract  to  others,  such  as  government  agencies. 

DATA:  GLOBAL  VANTAGE  (STANDARD  &  POOR'S  COMPUSTAT  SERVICES] 
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no 

COUNTRY 

R&D 

COUNTRY 

RANK  COMPANY 

CODE 

SALES 

%CHG 

PROFITS 

^oCHG 

R&D 

%CHG 

RANK  COMPANY 

CODE 

SALES 

r  KU  r  1 1  J 

-  jCHG 

R&D  %i" 

1 

Siemens 

DELI 

5321 2 

222? 

-6 

5322 

6 

57 

Solvay ' 

EE. 

7802 

0 

379 

-48 

378 

2 

Hitachi 

JPN 

58357 

2819 

-33 

3907 

6 

58 

Olivetti " 

"4 

6972 

-320 

NM 

374  1 

3 

Matsushita  Electric  Industrial 

JPN 

56023 

13 

2733 

-39 

3144 

9 

59 

Coles  Myer 

AUS 

1 1645 

2 

438 

0 

363  1 

4 

Fujitsu 

JPN 

25883 

16 

312 

-73 

2947 

'5 

6C 

ElfSonofi" 

FRA 

3512 

5 

2:: 

8 

331  I 

5 

Alcatel  Alsthom  ' 

FRA 

2:45- 

1 1 

'  365 

'  5 

2625 

^ ' 

61 

Enichem  1 

ITA 

10873 

-1 1 

-458 

NM 

331  1 

6 

Toshiba 

JPN 

3551 2 

1 

864 

-56 

2392 

: 

62 

Oki  Electric  Industry 

JPN 

5123 

3 

15 

-91 

329 

7 

NEC 

2 

EE" 

-62 

2274 

E 

63 

Matsushita  Electric  Works ' 

JPN 

7998 

i 

629 

3 

327 

B 

Nippon  Telegraph  &  Telephone  JPN 

48116 

2 

3246 

-14 

2157 

5 

64 

Procordia  1 

SWE 

6362 

4 

549 

197 

298 

9 

Philips  Electronics 1 

NLD 

30696 

2 

852 

N '.' 

2079 

-12 

65 

L  Oreol " 

-•- 

5954 

10 

588 

12 

— 
^91 

10 

Fiaf 

ITA 

45755 

- 

1 369 

2C25 

66 

Komatsu 

JPN 

6917 

-7 

315 

-51 

285 

]  l 

Hoechst 

DEL 

30136 

-3 

1354 

-18 

5:5 

! 

67 

Fujisawa  Pharmaceutical 

JPN 

2087 

• 

124 

-17 

282 

12 

Sony 

,r\ 

29444 

: 

1483 

-25 

"ee; 

'" 

68 

RousselUclaf" 

FRA 

2596 

10 

149 

1 

277 

13 

Ciba-Geigy 

CHE 

15869 

5 

NA 

NA 

'  o"E 

E 

69 

British  Aerospace 

GBR 

1 7986 

-5 

-2121 

NM 

267 

14 

Volkswagen ' 

DEU 

48457 

10 

1650 

'  i 

1635 

: 

7C 

VEBA ' 

DEU 

37321 

9 

1785 

6 

266 

IS 

Honda  Motor 

JPN 

33027 

; 

-EE 

-1 

44" 

71 

Astro  ' 

SWE 

2169 

33 

552 

32 

265 

16 

Impenal  Chemical  Industnes 

GBR 

-3 

-678 

NM 

'  E2E 

9 

72 

Kao 

JPN 

5489 

10 

326 

5 

263 

17 

BASF 

DEL) 

29566 

-2 

798 

-41 

1315 

73 

Pre  ■ 

ITA 

8338 

-552 

NM 

261 

i 

Mitsubishi  Electric 

JPN 

25141 

815 

-4 

'2:" 

5 

74 

Kubota 

JPN 

6837 

2 

277 

-6 

258 

19 

Volvo 

- 

NM 

1220 

10 

T5 

Omron 

JPN 

3634 

A 

149 

-55 

253 

2C 

Roche  Holding  1 

;"- 

18 

1427 

20 

76 

Toray  Industries 

JPN 

7345 

7 

427 

-13 

250 

21 

Peugeot ' 

28652 

0 

1 509 

-40 

'198 

1 0 

77 

Compagnie  de  Saint-Gobom  1 

FRA 

13364 

9 

889 

-24 

246 

22 

L.M.  Ericsson  * 

SWE 

7657 

349 

-62 

1 170 

44 

78 

Henkel ' 

2E_ 

7886 

8 

449 

: 

242 

23 

Glaxo  Holdings 

7229 

20 

2512 

11 

1047 

25 

79 

Yamanouchi  Pharmaceutical 

JPN 

2688 

16 

563 

2 

240 

24 

BCE 

CAN 

17213 

5 

2164 

4 

1041 

3 

3  2 

Nokia' 

FIN 

3836 

-30 

99 

-46 

232  ; 

25 

Rhone-Poulenc  1 

FRA 

1021 

81 

DSM " 

\.r 

5146 

4/V 

-5U 

228 

26 

Northern  Telecom 

CAN 

8855 

1 3 

~: : 

32 

E  sa 

JPN 

:  22 

4 

265 

-12 

228 

:" 

Mitsubishi  Heavy  Industries 

JPN 

9 

1359 

■  5 

"•"2 

15 

83 

Merck  AG" 

;HE 

1577 

201 

10 

212 

28 

Sondoz ' 

CHE 

9644 

1077 

NA 

930 

10 

84 

Daiichi  Pharmaceuhcal 

JPN 

1670 

3 

337 

-17 

205 

29 

Royal  Dutch/Shell  (combined) 

NUK 

97174 

9383 

-2 

881 

: 

85 

Pioneer  Electronic 

.FN 

4610 

2 

441 

-1 8 

200 

3C 

SmithKline  Beecham 

GBR 

9217 

1969 

:  1 

:44 

1 1 

0: 

TDK 

.r\ 

4022 

364 

-23 

198 

31 

Unilever  [combined 

\jK 

43668 

0 

3587 

6 

816 

2 

87 

Kyocera 

JPN 

3410 

-2 

436 

-1 1 

197 

32 

Nippondenso ' 

JPN 

11021 

-2 

905 

-21 

-;- 

- 

=  5 

Philips  Kommunikan'ons 1 

DEU 

1514 

31 

174 

NM 

196 

33 

Canon 

,:\ 

15124 

- 

:.: 

-  : 

"-- 

89 

Olympus  Optical 

JPN 

1956 

5 

53 

-54 

193 

34 

Sharp 

,:\ 

1 1693 

561 

-17 

760 

=  2 

Teijin 

.:\ 

4":  2 

3 

280 

-22 

182 

35 

Ford-Werke ' 

ee. 

13681 

: 

2a 

-56 

759 

a~ 

51 

Mitsui  Petrochemical  Inds. 

_p\ 

2717 

-2 

'  2 ' 

-29 

180 

2: 

Elf  Aquttoine  * 

92 

Pechiney  1 

13370 

-3 

408 

-66 

178 

37 

General  Electric  Co. 

GBR 

10154 

-4 

1439 

"2- 

-4 

93 

Konica 

JPN 

4026 

-1 

4r 

-39 

176 

38 

Sanyo  Electric 

JPN 

12338 

-3 

4 

-99 

:": 

4 

94 

Lucas  Industries 

4032 

-5 

40 

-73 

175 

39 

Fuji  Photo  Rim 

,'\ 

8967 

1311 

-  -  - 

•:; 

■ ; 

95 

Ascom  Holding  ' 

2161 

5 

45 

-13 

172 

40 

Schering ' 

ee. 

Q 

282 

6 

584 

20 

96 

TOTAL ' 

25462 

11 

1438 

7 

172 

41 

British  Petroleum 

e-e: 

1 

"  5  = 

-5" 

55: 

2 

97 

Mitsubishi  Petrochemical 

?\ 

3952 

-6 

"67 

-58 

171 

42 

Akzo 

v: 

9632 

542 

8 

530 

4 

98 

Tanabe  Seiyaku 

JPN 

1908 

6 

"  22 

3 

169 

43 

Thomson-CSF  * 

- ;  - 

■  5 

A' ; 

9 

-O 

99 

Electrolux  1 

13108 

-4 

171 

168 

44 

Compagnie  des  Machines  Bull 

■  FRA 

5955 

-3 

-590 

\v 

5 

-4 

100 

Shin-Etsu  Chemical 

j?N 

3597 

2 

366 

-9 

166 

45 

Alcatel-SEL " 

:e. 

2969 

28 

7 

175 

464 

101 

CAE  Industries  [1] 

CAN 

909 

-5 

46 

46 

166 

46 

AEG ' 

DEL) 

8822 

5 

-357 

sv 

464 

-2 

1 22 

Gebruder  Sulzer ' 

CHE 

4556 

4 

"EE 

-20 

165 

4" 

Wellcome 

GBR 

3192 

9 

5!  ' 

25 

459 

11 

103 

BTR 

GBR 

15613 

31 

1916 

18 

164 

48 

Takeda  Chemical  Industries 

5337 

3 

645 

-18 

449 

12 

104 

Chugai  Pharmaceutical 1 

JPN 

1044 

8 

63 

-9 

163 

49 

Ferruzzi  Finanziaria  ' 

445 

105 

Kyushu  Matsushita  Electnc 

JPN 

2:  : 

0 

162 

5C 

Ricoh 

7651 

80 

-72 

439 

106 

British  Gas 

GBR 

18108 

-2 

1323 

-47 

157 

51 

Nestle" 

:-e 

35359 

9 

2804 

439 

■  2- 

Valeo  • 

FRA 

3537 

-2 

106 

28 

154 

i: 

Sumitomo  Chemical ' 

.=\ 

8074 

5 

254 

437 

8 

108 

Fisons 

GBR 

2292 

5 

218 

-35 

151 

53 

Asea  Brown  Boveri  1 

DEU 

•• 

32 

428 

109 

Furukawo  Electnc 

JPN 

5679 

-5 

146 

-8 

: 

54 

British  Telecommunications 

GBR 

23360 

1 

5333 

0 

416 

-1 

110 

BOC  Group 

GBR 

4957 

0 

390 

-31 

147 

55 

Mannesmonn " 

:e„ 

15174 

2 

550 

-13 

413 

-1 

111 

Landis  &  Gyr 

CHE 

2111 

12 

81 

19 

146 

53 

Rolls  Royce 

GBR 

6290 

-325 

NM 

434 

112 

Magneti  Marelli ' 

ITA 

2663 

-126 

NM 

146 
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R&D  SCORI 


~ — _ 

 ,  ; 


PANIE 


COUNTRY 

R&D 

COUNTRY 

K  COMPANY 

CODE 

SALES 

%CHG 

PROHTS 

%CHG 

R&D 

%CHC 

RANK  COMPANY 

CODi 

SALES 

%CHG 

PROFITS 

%CHG 

R&D 

%CHG 

Reuters  Holdings 

GBR 

2768 

7 

677 

13 

139 

17 

1  57 

BAT  Industries 

GBR 

21430 

7 

2905 

57 

72 

14 

Posteur-Merieux 

FRA 

1024 

17 

0< 

105 

139 

12 

158 

Lyonnaise  des  Eaux-Dumez  * 

FRA 

16272 

21 

421 

3 

71 

0 

Rocol  Electronics 

GBR 

3141 

-13 

267 

-31 

138 

-17 

159 

Toppan  Printing 

JPN 

8836 

1 1 

661 

1 3 

70 

221 

Muroto  Monufcctunng 

JPN 

2109 

1 

387 

0 

!  36 

10 

160 

Tl  Group 

GBR 

2030 

28 

154 

-17 

69 

58 

'  L'Air  Liquide ' 

FRA 

5677 

10 

700 

5 

135 

3 

161 

Nitto  Denko 

JPN 

1955 

4 

102 

9 

69 

7 

Casio  Computer 

JPN 

2883 

14 

170 

2 

129 

12 

162 

Imperial  Oil 

CAN 

7414 

-2 

375 

66 

69 

-24 

Daikin  Industries 

JPN 

3414 

8 

209 

-24 

128 

20 

163 

UCET 

BEL 

1426 

12 

68 

-17 

67 

9 

Toisho  Pharmaceutical 

JPN 

1430 

10 

401 

1 4 

127 

1 2 

164 

Hitachi  Maxell 

JPN 

1325 

-3 

70 

-40 

66 

1 

Pirelli  Tyre  Holding ' 

NLD 

3350 

-2 

-126 

NM 

125 

-3 

165 

Steyr-Daimler-Puch  " 

AUT 

1631 

23 

21 

2 

65 

0 

Alcan  Aluminium 

CAN 

7596 

-2 

-177 

NM 

\y, 

-5 

166 

Courtaulds 

GBR 

3371 

2 

350 

8 

65 

4 

Synthelabo ' 

FRA 

629 

4 

92 

139 

124 

8 

167 

Grand  Metropolitan 

GBR 

14562 

9 

1679 

-4 

'  2 

3 

Nippon  Oil 

JPN 

21248 

13 

; 

10 

;  22 

3 

168 

Kureha  Chemical  Industry 

JPN 

728 

-5 

-73 

63 

-5 

Yokohama  Rubber ' 

JPN 

3284 

4 

94 

-39 

119 

5 

169 

Toyo  Seikan  Kaisha 

JPN 

5393 

8 

531 

13 

63 

17 

Siebe 

GBR 

2841 

10 

294 

7 

118 

23 

170 

Ishihara  Sangyo  Kaisha 

JPN 

796 

30 

23 

-44 

62 

6 

Ericsson 1 

ITA 

1099 

-4 

178 

3 

1 17 

4 

171 

Burmah  Castrol ' 

GBR 

4163 

37 

2' 9  3 

0 

60 

93 

Sandvik " 

SWE 

2912 

-4 

296 

-37 

1 14 

7 

172 

T&N 

GBR 

2455 

2 

28 

60 

18 

Ares-Serono ' 

CHE 

751 

15 

108 

7 

113 

20 

173 

Rohm 

JPN 

1541 

8 

131 

35 

Ml 

-8 

Linde ' 

DEU 

4288 

13 

286 

4 

110 

19 

174 

Sumitomo  Metal  Mining 

r, 

4054 

-6 

133 

-30 

59 

-1 

SAP" 

DEU 

d  I 

43 

105 

63 

i  M 

57 

175 

Valmet ' 

Fll  1 

1903 

-24 

-1 72 

NM 

58 

-25 

Boots 

GBR 

6344 

2 

649 

4 

02 

1  0 

176 

BBA  Group 

Cky 

2340 

6 

84 

-4 

57 

1 1 

Shiseido 

JPN 

4161 

7 

342 

-6 

99 

7 

177 

NGK  Spark  Plug 

JPN 

808 

1 

56 

-28 

56 

-6 

Kuraray 

JPN 

2675 

5 

177 

-5 

97 

19 

178 

Carnaud  Metalbox ' 

FRA 

4540 

4 

308 

23 

56 

8 

Hafslund  Nycomed ' 

NOR 

855 

27 

198 

26 

96 

29 

179 

Akzo  Faser  * 

DEL1 

1296 

-9 

66 

12 

55 

-2 

De  Beers  Consolidated  Mines 

ZAF 

N 

NA 

286 

-4 

95 

17 

180 

Unitika 

JPN 

2945 

2 

113 

26 

55 

16 

RTZ 

GBR 

5785 

9 

948 

-4 

95 

-8 

181 

Svenska  Cellulosa 

SWE 

5591 

-2 

78 

-63 

53 

16 

Nikon 

JPN 

2048 

-11 

91 

-62 

94 

-2 

18? 

CRA" 

AUS 

3854 

8 

564 

17 

53 

-4 

OCE-van  der  Grinten 

NLD 

1521 

3 

66 

1 9 

94 

-7 

183 

Sekisui  House 

JPN 

8597 

5 

693 

3 

53 

7 

Outokumpu 

FIN 

3131 

1 2 

-135 

NM 

94 

; 

184 

Amada 

JPN 

1843 

-13 

207 

29 

52 

7 

Pilkington 

GBR 

4570 

-2 

134 

-49 

91 

-7 

185 

Mitsui  Engineering  &  Shipbuilding  JPN 

2533 

-4 

72 

104 

52 

-19 

Oerlikon-Buhrle  Holding ' 

CHE 

2413 

-21 

-121 

NM 

91 

-37 

186 

Advantest 

JPN 

607 

-8 

49 

-51 

51 

26 

SKF" 

SWE 

4402 

-5 

-187 

NM 

89 

1 

187 

Broken  Hill  Proprietary 

AUS 

11121 

-7 

1022 

-35 

50 

4 

Sextant  Aviomque ' 

FRA 

1022 

-7 

-1 1 1 

1 1 M 

89 

-68 

188 

Immuno  International ' 

CHE 

386 

12 

39 

3 

50 

12 

Nippon  Sheet  Glass 

JPN 

2239 

: 

75 

-22 

88 

2 

189 

Bremer  Vulkan  Verbund ' 

DEU 

1978 

-19 

57 

93 

50 

NA 

Green  Cross ' 

JPN 

756 

7 

6C 

23 

85 

9 

190 

Stork 

NLC 

2079 

2 

47 

-52 

48 

-8 

Yoshitomi  Pharmaceutical 

JPN 

6  JO 

12 

73 

i6 

1 7 

191 

EBF ' 

FRA 

2035 

30 

4  1 

-26 

48 

67 

'jrioty  p&-Hf  11 

DEU 

778 

58 

o 

NM 

83 

82 

192 

Nippon  Zeon 

JPN 

1221 

-3 

]  s 

47 

5 

Pechiney  International ' 

FRA 

8064 

5 

256 

-26 

83 

13 

1 93 

Ajinomoto 

JPN 

5093 

14 

166 

-21 

47 

12 

Smiths  Industries 

GBR 

1133 

-3 

182 

-15 

82 

5 

194 

Hanson 

GBR 

15969 

14 

2334 

-3 

47 

-24 

Finanziaria  Ernesto  Breda ' 

ITA 

674 

-11 

-30 

NM 

82 

-20 

195 

Bombardier 

CAN 

2670 

8 

105 

-1 

47 

NA 

Dainippon  Pharmaceutical 

JPN 

853 

8 

81 

-26 

78 

12 

196 

Krauss-Maffei  (1 )' 

DEU 

879 

0 

26 

5 

47 

-43 

Ono  Pharmaceutical 

JPN 

597 

6 

208 

-17 

78 

5 

197 

Inco 

CAN 

2559 

-15 

22 

-82 

40 

-16 

Atlas  Copco ' 

SWE 

2493 

-6 

151 

-28 

77 

2 

198 

Toyamo  Chemical 1 

jPN 

290 

-22 

23 

-14 

46 

6 

Hitachi  Metals 

JPN 

3525 

3 

172 

-35 

76 

10 

199 

Nippon  Shinyaku 

JPN 

369 

2 

47 

10 

46 

2 

BSN ' 

FRA 

11762 

25 

1101 

56 

75 

16 

200 

Gambro ' 

SWE 

?32 

30 

99 

46 

46 

25 

ALPHABETICAL  LIST  OF  COMPANIES 


The  number  following  each  company  name  indicates  its  rank 


ntesl  186 

BSN  156 

Fuji  Photo  Film  39 

Kyocera  87 

NittoDen  161 

Rolls  Royce  56 

•  >,  ■  I  172 

46 

BTR  103 

Fu[isowa  Pharmaceutical  67 

Kyushu  Matsushita  Electric  105 

Nokia  80 

Roussel  Uclaf  68 

Taisho  Phaimaceuticol  120 

}uide|l'|  117 

Burmah  Caslrol  1 71 

Fu|itsu  4 

Landis  &  Gyr  1 1 1 

Northern  Telecon.  26 

Royol  Dutch/Shell  |combmed|  29 

Takeda  Chemical  Industries  48 

■nolo  193 

CAE  Indusines  101 

Fuiukawa  Electric  109 

Linde  130 

OCE-von  der  Grinten  139 

RTZ  137 

Tanabe  Seiyatu  98 
TDK  86 
90 

42 

Canon  33 

Gambro  200 

linotype-Hell  148 

Oerlikbn-Buhrle  Holding  1 42 

SaintGoboin  (Compagme  de)  77 

Faser  179 

Carnaud  Metalbo-  1 78 

General  Electric  Co  37 

Lucas  Industries  94 

Oki  Electric  Industry  62 

Sando:  28 

i  Aluminium  1 22 

Casio  Computer  1 1 8 

Glaxo  Holdings  23 

lyonnaise  des  Eaux-Dumez  1 58 

58 

Sandvik  128 

slAlsthom  5 

Chugoi  Pharmaceutical  1 04 

Giand  Metropolitan  167 

Machines  Bull  [Compagne  des)  44 

Olympus  Opl.coi  89 

Sanyo  Electric  38 

Thomson  0SF  43 

;kSEl  45 

Ciba-Geigy  13 

Green  Cross  1 46 

Magneti  Marelli  112 

Omron  75 

SAP  131 

TIGiou:..  160 

lo  184 

Coles  Myei  59 

Hafslund  Nycomeci  1 35 

Mannesmann  55 

Ono  Pharmaceutic  153 

Schenng  40 

Toppan  Punting  1 59 

1 29 

Courtaulds  166 

Hanson  194 

Motsushita  Electric  Industrial  3 

Oreal  (f]  65 

Sekisui  House  183 

Toroy  Industries  76 

n  Holding  95 

182 

78 

Matsushita  Electric  Works  63 

Outokumpu  1 40 

Sextant  Avionique  1 44 

Toshiba  6 

Blown  Boven  53 

Doiichi  Pharmaceutical  84 

Hitachi  2 

Merct  83 

Pasteur-Merieu*  1 1 4 

Sharp  34 

Total  96 

71 

Daikin  Industnes  1 1 9 

Hitachi  Moxell  164 

Mitsubishi  Electric  1 8 

Pechiney  92 

ShirvElsu  Chemical  100 

Toyamo  Chemical  198 
Toyo  Seikan  Koisha  1 69 

Copco  154 

Dainippon  Photmaceuticai  1 52 

Hitachi  Metals  155 

Mitsubishi  Heavy  Industries  27 

V         :    1  49 

Shiseido  133 

17 

De  Beers  Consolidated  Mines  1 36 

Hoechst  11 

Mitsubishi  Petrochemical  97 

Peugeot  21 

Siebe  126 

Indusines  157 

DSM  81 

Honda  Motor  1 5 

Mrisui  Engineering  a  Shipbuildin  1 85 

Philips  Electronics  9 

Siemens  1 

UCB  163 

3roup  176 

EBF  191 

Immuno  Internatiori'ji  188 

Mitsui  Petrochemical  Inds  91 

Philips  Kommunikaiion-.  88 

SKF  143 

Unilever  (combined)  31 

24 

Eisai  82 

Imperial  Chemical  Industries  16 

Muroto  Manufacturing  116 

141 

SmithKlme  Beecham  30 

Uniliko  180 

Group  1 1 0 

Eleclrolux  99 

Impenal  Oil  1 62 

NEC  7 

Pioneer  Electronic  85 

Smiths  Industries  1 50 

Voleo  107 

urdier  195 

Elf  Aquitame  36 

Inco  197 

Nestle  51 

Pirelli  73 

Solvay  57 

Volmei  175 

132 

Ell  Sonod  60 

Ishihara  Sangyo  Kaisha  1 70 

NGK  Spark  Pluq  177 

Pirellr  Tyre  Holding  121 

Sony  12 

VEBA  70 

i  IFinonziona  Ernesto]  151 

Enichem  61 

Koo  72 

Nikon  138 

Procordio  64 

Steyi-Daimler-Puch  165 

Volkswogen  14 
Volvo  19 
Wellcome  47 

jrVulkonVerbund  189 

Ericsson  127 

66 

Nippon  Oil  124 

Racal  Electronics  1 1  5 

Storl  190 

Aerospoce  69 

Encsson  |L  M  1  22 

Koniro  93 

':;i.-.  145 

Reuters  Holdings  1 1 3 

Sulzei  |Gebruder|  102 

Gas  106 

Ferruzzi  Finanziana  49 

Krauss-Maffei  196 

Nippon  Shinyaku  199 

Rhone-Poulenc  25 

Sumitomo  Chemical  52 

Petroleum  41 

Fiat  10 

Kuboto  74 

Nippon  Telegraph  &  Telephone  8 

Ricoh  50 

Sumitomo  Metal  Mining  174 

Yamanouchi  Pharmaceutical  79 

Telecommunicolions  54 

Fisons  108 

Kuraray  134 

Nippon  Zeon  192 

Roche  Holding  20 

Svenska  Cellulosa  181 

Yokohama  Rubbei  125 

n  Hill  Proprietary  187 

Foid-Weike  35 

Kureho  Chemical  Industry  168 

Nippondenso  32 

173 

Synihelobo  123 

Yoshitomi  Pharmaceutical  1 47 

for  fiscal  1 992;  ( 1 )  Data  includes  R&D  for  customers  or  government  (2)  Includes  engineering  expense  ;  AUS  =  Austria.  BEL  =  Belgium,  CAN  =  Canada,  CHE  =  Switzerland,  DEU  =  Germany,  DNK  =  Denmark,  FIN  = 
I,  GBR  =  Britain,  ITA  =  Italy,  JPN  =  Japan,  NLD  =  Netherlands,  NOR  =  Norway,  NUK  -  Netherlands/Britain  combined,  SWE  =  Sweden,  ZAF  =  South  Africa 
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Home 


SMART  HOUSES: 
GETTING  SWITCHED  ON 


ere's  one  vision  of 
morning  paradise:  In- 
stead of  getting  jarred 
out  of  bed  by  a  blaring  alarm 
clock,  soft  music  from  a  com- 
pact-disk player  nudges  you 
into  consciousness.  Your  cur- 
tains glide  open  automatically 
to  let  in  the  light.  You  crawl 
out  of  bed  into  a  perfectly 
controlled  climate.  In  the 
bathroom,  the  shower  is  on, 
set  to  just  the  right  tempera- 
ture. Downstairs,  the  coffee- 
maker  has  gurgled  to  life. 

No,  this  scenario  is  not  lim- 
ited to  episodes  of  The  Jet- 
sons  or  Lifestyles  of  the  Rich 
and  Famous.  Ordinary  mor- 
tals can  now  enjoy  such  com- 
forts, thanks  to  the  wizardry 
and  affordability  of  modern 
home-automation  systems. 
easy  lockup.  Automated 
home  systems  were  available 
two  decades  ago  for  techno- 
fanatics  willing  to  pay 
S2( ),()()()  to  S2U( ),()()().  Mean- 
while, most  of  us  have 
been  usinK  home-automa- 
tion devices— garage-door 
openers,  sprinkler  systems, 
and  security  networks- 
for  years.  Now,  thanks 
to  computer  miniatur- 
ization and  technology 
advances,  it's  possible, 
at  reasonable  prices, 
to  link  these  once-sep- 
arate systems  into  an 
integrated  whole.  Net- 
works sold  by  American 
Telephone  &  Telegraph, 
Home  Automation,  Hon- 
eywell, and  others  offer 
standardized  systems  in 
the  S3.5(K)-to-S5,000  range 
that  can  turn  an  ordi- 
nary home  into  a 
high-tech  castle.  \ 

The  home-automa- 
tion security  compo- 
nent does  a  lot  more 
than  the  average  alarm, 
for  example.  It  can  lock 
all  the  doors  at  night 


sense  intruders,  turn  the 
lights  on  when  the  house 
is  empty,  spotlight  escape 
routes,  and  call  the  police  or 
fire  department  in  an  emer- 
gency. Lighting  systems  will 
turn  on  a  porch  light  at  dusk 
or  turn  off  hall  lights  at  dawn. 
Sprinklers  will  sense  if  the 
garden  needs  water  or  if  it 
has  rained. 

Automation  also  saves  mon- 
ey. Turning  off  heat  in  the 
middle  of  the  night,  switch- 
ing off  air-conditioning  when 
everyone  is  away,  turning  out 
lights  when  people  leave  a 
room— such  features  have 
been  shown  to  cut  utility  bills 
by  an  average  of  20%  to  30% 

And  home  automation  sys- 
tems can  make  it  easier  for 


people  with  varied  needs  to 
live  together.  Honeywell's 
TotalHome  could  be  pro- 
grammed to  call  a  parent  at 
work  if  a  child  doesn't  get 
home  on  time  and  key  in  a 
code.  Another  might  automate 
appliances,  say,  setting  the 
oven  to  start  the  roast,  and 
incorporate  emergency  alert 
systems  to  help  an  elderly  or 
disabled  person  stay  indepen- 
dent. Some  systems  can  be 
operated  by  voice  or  simply 
by  blowing  on  a  microphone. 
Interactive  Technologies'  Care- 
Taker  Plus  features  motion 
sensors  and  alerts  someone  if 
an  elderly  person  hasn't 
moved  in  a  set  period  of  time. 
Panic  buttons  can  be  placed 
around  the  house  for  a  per- 
son to  summon  help. 
Networks  usually 


manage  a  variety  of  funct 
such  as  temperature,  lig 
water,  appliances,  enter 
ment,  and  security  thrc 
some  type  of  centralized 
trol:  a  hall  panel,  a  cor 
box  by  the  bed,  a  compi 
Capabilities  and  prices 
widely,  depending  on 
many  functions  are  inch 
and  how  they  are  linked, 
of -t  he-line  networks  sue 
Custom  Command  Syst 
and  Unity  Systems  close 
dows  when  a  thunderst 
hits  and  turn  on  air-condi 
ing  to  compensate.  More  1 
technologies  simply 
when  a  window  is  open. 

Systems  fall  into  a  few 
eral  categories.  Standard 
mation  packages  that 
been  introduced  in  the 
year  are  perhaps  the  eaJ 
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n  for  a  person  with  limit  - 
me,  money,  and  techni- 
xpertise.  Such  systems 
work  with  radio  signals, 
mmunieate  over  existing 
rical  wire,  avoiding  ex- 
ve  rewiring. 

typical  package  might  in- 
i  10  security  "points  of 
•ol,"  windows  or  doors 
would  be  linked  to  the 
p;  and  control  10  out- 
pat  could  be  used  to 
h  lights  or  appliances  off 
in  or  to  change  tempera- 
Such  networks  can  even 
iperated  remotely  by 
ling  digital  codes  into  a 
Many  systems  such  as 
r  HOUSE  include  standard 
gs  such  as  "on  vacation" 
.  work." 

/ou  want  sensors  linked 
>re  than  10  windows  or 
,  or  if  you  want  to  con- 
nore  than  10  appliances 
jht  switches,  you  may 
a  customized  system.  In 
iast,  this  has  been  the 
expensive  route  to  home 
lation,  involving  exten- 
design   and  rewiring 
Companies  such  as  Cus- 
]ommand  have  created 
"ate  systems  for  celeb- 
such 


WHO'S  WHO  IN  HOME  AUTOMATION 


Company/Telephone 

Product 

Price 

Company/Telephone 

Product 

Price 

AMX 

(214)644-3048 

High-end,  fully  cus- 
tomizable software 
and  wire  framework 

$8,000- 
$60,000 

INTELLIGENT 
SYSTEMS 

(203)  793-9951 

Security  appliances, 
lights,  temperature, 
entertainment 

$15,000 
(for  3,500- 
sq.  ft.  home) 

CUSTOM  COMMAND  Ultra  high-end  turn-  $40,000- 
SYSTEMS  key  integrated  $600,000 

(301)314-7767  system 


INTELUTRICITY 

(512)266-3553 


CRESTR0N 
ELECTRONICS 

(201)894-0660 


High-end,  fully  cus-  $8,000- 
tomized  whole-house  $60,000 
system 


Package  of  various 
companies'  com- 
ponents that  can  be 
made  voice-activated 


$125- 
$15,000 


JDS  TECHNOLOGIES 

(619)  487-8787 


ENERL0GIC 
SYSTEMS 

(603)  880-4066 


Home  controller  for  $300- 
lights  and  appliances  $1,000 
only 


Sells  small,  modular 
packages,  mostly 
lights  and  appliances 


$495 


MASTERV0ICE 

(310)  594-<6581 


Voice-activated 
systems 


$1,795- 
$4,000 


HOME  Standardized  $1,500- 

AUT0MATI0N  security,  lighting,  $5,000 
(504)833-7256    appliance  system 


THE  SMART  HOUSE 
LTD  PARTNERSHIP 

(301)249-6000 


HOME 

AUTOMATION 
LABORATORIES 

(800)466-3522 


Mail-order  home  $20- 

system.  Plus  gadget  $3,000 
catalog  for  do-it- 
yourselfers 


Built-in  proprietary 
whole-house  system 
of  wires,  including 
power,  telephone, 
and  audio-visual 


$3  a  sq.  ft. 
for  wire; 
$5,000- 
$20,000 
for  com- 
ponents 


HONEYWELL 

(612)954-4592 


TotalHome  controls 
fire  system  and 
energy  system, 
security,  and  lights 


$4,000 


UNITY  SYSTEMS 

(415)  369-3233 


Customized  whole 
house  systems 


$5,000- 
$25,000 


X-10  USA 

(201)784-9700 


Standard  for  wireless  $10-$500 
control  of  lights  and 
appliances 


DATA  PARKS  ASSOCIATES 


as  quarterback  Joe  Montana 
and  actress  Mary  Tyler 
Moore.  But  networks  that 
heat  walkways  when  the  tem- 


perature dips  below  32F  or 
close  drapes  when  it  gets  too 
hot  usually  are  priced  out  of 
most  consumers'  reach. 

In  1984,  the  National  Asso- 
ciation  of   Home  Builders 
started  a  consortium  called 
smart  HOUSE  to  encourage 
home    automation.  SMART 
HOUSE  released  a  system  in 
January  that  builders  can  use 
to  help  clients  custom  design 
automated  homes.  The  sys- 
tem employs  a  backbone  of 
three  types  of  wire:  power, 
telephone,  and  audio-video. 
The  features  that  hook  into 
the  network  are  modular, 
cutting    some  design 
costs.  Even  rivals  say 
this  approach  increases 
reliability  and  makes 
engineering  sense.  It's 
also  pricey.  While  the 
wires  can  be  installed 
for  as  little  as  $2,000  to 
$3,000,  a  fully  connect- 
ed system  for  a  2,500 
square-foot   house  costs 
about  $15,000. 
DO  IT  YOURSELF.  If  you're  am- 
bitious, budget-conscious,  and 
not  fazed  by  technical  cata- 
logs, it's  possible  to  piece  to- 
gether a  system  yourself  for 
as  little  as  $500  to  $1,000. 
How  to  Automate  Your  Home 


by  Dave  Gaddis  ($29.95,  405 
840-4751)  is  a  good  primer  on 
the  subject.  Home  Automa- 
tion Laboratories  in  Smyrna, 
Ga.,  puts  out  a  catalog  of  au- 
tomation products.  X-10  USA, 
a  manufacturer  of  remote  con- 
trols and  automation  devices, 
and  Leviton,  a  switchmaker, 
produce  dozens  of  automation 
gadgets,  some  grouped  into 
packages,  that  you  can  install 
in  your  home.  The  downside 
to  some  less-expensive  sys- 
tems is  they  can  be  thrown 
off  by  electrical  interference. 

While  you  may  not  wake 
up  in  paradise  tomorrow,  you 
can  get  used  to  home  auto- 
mation right  now.  Already 
technologies  have  allowed  ap- 
pliances to  "talk  to  each  oth- 
er." A  chip  attached  to  the 
hot-water  heater  could  enable 
it  to  tell  the  dishwasher  not 
to  go  on  until  everyone  is 
done  taking  showers.  "It's  not 
a  question  of  if,  it's  a  ques- 
tion of  when,"  says  Albert 
Janjigian,  a  principal  with 
STAT  Resources,  a  Brookline 
(Mass.)  market  research  com- 
pany. "We're  going  to  live  in 
the  Jetson  environment."  All 
that's  missing  is  a  system 
that  automatically  hits  the 
snooze  alarm.  Heather  Millar 
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Investing 

MUTUAL  FUND 
SHOW 
AND  TELL 


H  magine    how  outraged 

I  shareholders  would  be  if 
H  they  learned  that  a  suc- 
cessful CKO  had  retired— and 
the  company  hadn't  bothered 
to  tell  anyone.  But  that  some- 
times happens  with  mutual 
funds.  Despite  the  celebrity 
status  achieved  by  a  handful 
of  managers  such  as  Peter 
Lynch,  formerly  of  Fidelity's 
Magellan  Fund,  companies 
have  been  loath  to  identify- 
much  less  promote— the  mov- 
ers behind  the  funds.  And 
funds  haven't  always  alerted 
investors  to  the  departure  of 
a  popular  manager  if  they 
feared  the  news  would  trig- 
ger redemptions. 


Thanks  to  new  Se- 
curities &  Exchange 
Commission  disclosure 
rules,  investors  will  soon 
know  more  about  a  fund's 
portfolio  manager,  invest- 
ment philosophy,  and  per- 
formance.  The  changes  "will 
make  shareholder  reports 
useful,  living  documents  for 
investors  rather  than  some- 
thing that  merely  satisfies 
regulatory  requirements," 
says  John  Rekenthaler,  editor 
of  Momingstar  Mutual  Funds, 
a  newsletter. 

Under  the  new  sec  man- 
dates, which  take  effect  July 
1,  funds  must  provide  the 
names  and  backgrounds  of 
any  key  portfolio  managers. 
And  if  there's  a  change  at  the 
top,  fundholders  must  now  be 
alerted  in  the  next  quarterly 
report.  The  sec  exempts 
funds  that  are  managed  by 
committee.  That  bothers  John 
Markese,  president  of  the 
American  Association  of  Indi- 
vidual Investors,  who  frets 


that  more  outfits  may  simply 
claim  their  funds  are  group- 
managed  as  a  way  of  avoiding 
disclosure. 

risk  quotient?  Managers  will 
be  required  to  pen  a  yearly 
"management  discussion  and 
analysis,"  similar  to  what  cor- 
porate CEOs  write  for  annual 
reports.  The  statement  should 
cover  investment  decisions 
and  market  factors  that  influ- 
enced the  fund's  performance 
during  the  previous  year. 

The  sec  is  also  mandating 
that  companies  show,  in  a  line 
graph,   how  each  of  their 


funds  have  performed  % 
inception— and  equallj|j), 
portant,  how  each  hi 
against  a  published  sm\ 
ities-market  index,  suife 
the  Standard  &  Poor'sM 
Fund  investors  will  noH 
all  these  changes  imiak 
ately:  Most  of  the  new 
formation  will  show  i0 
the  next  annual  report,  vfl 
ever  that  is  published,  j 

Some  experts  believdtt 
SEC's  reforms  don't  gq§ 
enough.  Peter  Thayer,  m 
dent  of  The  Gateway  Trite 
fund  family  based  in  Mil* 
Ohio,  wishes  that  the  SE(H 
required  funds  to  give 
tors  a  measure  of  how  in 
risk  managers  are  takings 
their  securities  picks.  Til 
also  believes  that  the! 
should  create  an  indi$) 
benchmark  that  would  k 
investors  to  compare  whi 
their  fund's  management** 
are  high  or  low.  But  that!; 
be  fodder  for  the  next 
reforms.  Dean  m 


Wall  Street  just  can't 
get  enough  of  real- 
estate  investment  trusts 
(REITs).  Even  as  the  market 
for  REITs  undergoes  a  correc- 
tion, analysts  expect  1993's 
issuance  to  top  1992's  record 
$6.5  billion,  adding  $8  billion 
or  so  to  the  $21  billion  mar- 
ket. Many  investors  will  find 
the  above-average  yields  of 
7%  on  many  REITs  enticing. 
But  "when  you  get  this  much 
activity,  there  will  probably 
be  deals  that  don't  work  out," 
says  Salomon  Brothers  real- 
estate  analyst  S.  Michael  Gil- 
iberto.  Knowing  what  to  look 
for  in  a  REIT's  prospec- 
tus can  help  uncover  po- 
tential problems  in  an 
offering. 

The  key  factor  to  a 
REIT's  success  is  dedicat- 
ed management.  Manage- 
ment should  have  exten- 
sive experience  with  the 
REIT's  class  of  holdings, 
be  they  apartment  build- 
ings in  an  equity  (proper- 
ty-owning) REIT,  residen- 
tial loans  in  a  mortgage 
REIT,  or  both,  in  a  hy- 
brid REIT.  Management 
should  also  have  a  focus, 
either  on  one  or  two 
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Smart  Money 


THE  RIGHT  STUFF 
IH  PICKING  REITs 


property  types  or  in  a  cer- 
tain region.  "If  a  REIT  is  into 
three  or  four  things,  we  walk 
away,"  says  Michael  Oliver, 
portfolio  manager  of  the  $108 
million  pra  Real  Estate  Se- 
curities Fund  in  Chicago. 

Management  becomes 
even  more  crucial  in  the  in- 
creasingly popular  umbrella 


A  REIT  BUYER'S 
CHECKLIST 


►  Focus  on  management  Make 
sure  managers  have  experience 
with  the  REIT's  type  of  real-estate 
holding. 

►  Look  for  significant  equity 
ownership  by  insiders.  Avoid  REITs 
that  are  exit  strategies  for 
beleaguered  developers. 

►  Check  that  dividends  paid  are 
no  more  than  90%  of  funds  from 
operation.  If  dividends  are  higher, 
they  might  be  cut  if  vacancies  in 
REIT  properties  increase. 

DATA  BUSINESSWEEK 


partnership  REIT,  or  UPREIT. 
To  form  an  UPREIT,  a  num- 
ber of  real-estate  partner- 
ships pool  properties,  ex- 
changing their  individual 
units  for  an  interest  in  a 
larger  "umbrella"  partnership. 
They  then  issue  a  REIT, 
which  raises  money  in  a  pub- 
lic offering  to  purchase  units 
in  the  umbrella  partner- 
ship. That  makes  the 
partners  more  liquid. 
Since  they  avoid  selling 
their  properties  to  the 
REIT,  they  don't  pay  cap- 
ital-gains taxes. 
second  look.  Critics  say 
the  structure  can  create 
conflicts  of  interest  for 
the  original  partners, 
who  might  worry  about 
the  tax  consequences  of 
selling  properties.  For 
example,  the  REIT  might 
get  a  great  offer  for  a 
property,  but  the  origi- 
nal partners  might  op- 


pose the  sale  since  they 
then  owe  capital-gains  t 

Oliver  also  looks  for 
insider  ownership.  An 
pendent  board  of  directo 
another  item  on  his  c 
list.  That  nixed  a  possibl 
vestment  in  Tanger  Fac 
Outlet  Centers,  a  rece 
issued  REIT.  The  son  of 
company's  CEO  and  thei: 
torney  sit  on  the  five-pe 
board.  Oliver  feels  that  ( 
create  conflicts. 

Examining  the  REIT's 
ance  sheet  is  also  essei 
Look  for  a  debt-to-equity 
of  40%  or  less  and  no  floa 
rate  debt,  says  Barry  Gi 
field,  who  heads  up  the 
million  Fidelity  Real  E; 
Fund.  "If  interest  rates  g 
and  the  interest  rate  on 
debt  goes  up,  it  can  wip( 
earnings,"  he  says.  A  brc 
concern:  If  short-term  int 
rates  rise,  REIT  yields  wi 
less  competitive. 

Greenfield  says  the 
proving  real-estate  pic 
will  make  REITs  more  at 
tive  by  beefing  up  their 
ings.  But  as  new  REITs 
the  market,  a  dose  of  ca 
could  yield  the  big 
payoff.        Suzanne  Wi 


PERSONAL 


let 


)nly  one  thing  can  turn 
rour  global  network  from 
i  burden  to  an  asset 


A  Partner. 


Jtsourcing  with  Syncordia  lets 
)u  mind  your  business  better. 

A  multinational  communications  network  should  be  an 
>X  that  builds  your  business.  Not  a  burden  that  bogs  you 
/n,  distracting  you  from  your  core  business. 
That's  why  you  need  a  partner. 
Outsourcing  with  Syncordia  lets  you  do 
at  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
work.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
managing  global  networks  and  allows  you  to  redeploy 
pie  and  assets  against  the  business  your  company  was 
ned  to  pursue  in  the  first  place. 
With  us  as  your  partner,  managing  complex  global 
works  isn't  so  complex,  because  that's  the  business  we 
e  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
ortunities,  not  just  solving  problems  We'll  make  it  our 
ness  to  know  your  business  and  help  you  use  informa- 
technology  to  get  an  edge  over  the  competition. 
We're  part  of  BT. 

Syncordia  is  the  first  company  built  from  the 
jnd  up  to  provide  global  network 
sourcing  solutions. 


We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  companies. 
So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  com- 
pany, and  retain  the  entrepreneurial  agility  to  customize 
solutions  for  your  business. 

Not  just  the  first,  but  the  finest. 

Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  Network  Control  Centers  armed  with 
Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out 
every  detail  of  what  you  can  expect  from  our  partnership. 
It  defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 

Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  the  sooner  we  become  your 
partner,  the  sooner  your  network  burden  will  become  a 
business  asset. 

For  more  information  on 
Syncordia,  in  the  U.S.  or  Canada, 
call  1-800-477-5355. 


syn(ordia 

Let  us  help  you  mind  your  business 


Syncordia  Is  a  subsidiary  of  British  Telecommunications  pic 


/  \  fter  fifty  years  of  trading  around  the  world  Samsung  Co  has  learned 
Veverything  there  is  to  know  about  international  business  Our  clients 
respond  favorably  to  this  knowledge.  Because,  if  they  wish  to  sell 
needles  in  Senegal,  manufacture  computers  in  Silicon  Valley,  buy  |et  aircraft,  or 
develop  their  nation's  natural  resources,  they  know  the  Samsung 
ability  to  arrange  the  components  necessary  for  the  most  financially 
successful  deal,  large  or  small,  is  invaluable  to  them 
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3rsonal  Business 


I  ome  would  have  you 
|  believe  that  the  great 
"  phone  rate  wars  are 
and  all  the  long-distance 
ers  are  within  pennies  of 
other.  Don't  believe  it. 
1  people  who  do  a  lot  of 
ig,  searching  for  deals  is 

worth  it.  But  be  pre- 
1  to  shop:  The  race  is  no 
T  just  among  American 
ihone  &  Telegraph,  MCI, 
print.  Other  carriers,  al- 
rfi  not  as  heavily  adver- 
,  are  aggressively  going 

consumers  and  small 
esses,  and  they  may  be 
>er  while  offering  com- 
ve  service. 

one  rates  have  gone 
gh  a  major  shift  away 
traditional  flat  per- 
se charges  based  on  dis- 
.  Carriers  are  flooding 
larket  with  calling  plans 
ng  a  raft  of  discounts 
on  volume,  time  of  call- 
and  increasingly,  most 
jntly  called  numbers  and 
:odes.  The  issue  now  is 
much  the  various  dis- 
s,  piled  atop  one  anoth- 
ve  you  at  the  end  of  the 
l.i.  Says  Samuel  Simon, 
er  and  legal  counsel 
m  Telecommunications 
trch  &  Action  Center 
):  "The  biggest  differ- 
in  your  bill  will  be  the 
not  the  company." 
MIXED  PLANS.  The  right 
:an  save  significant  dol- 
A  family  making  150 
a  month,  mostly  on 
i  and  weekends,  would 
241  under  AT&T's  stan- 
3-lan,  according  to  a  re- 
'RAC  study.  Those  same 
vould  cost  just  $205  un- 
letromedia's  Take  20 
J 186  under  Allnet's  ESP 
ind  as  little  as  $148  with 

Prime  Time  with 
Is  &  Family,  if  all  calls 
fellow  MCI  subscribers, 
ler  AT&T's  Simple  Sav- 
lan,  a  component  of  its 
i  plan,"  the  subscriber 
pay  $203.  The  "i  plan," 
uced  by  AT&T  last 
ary,  also  offers  a  range 
tomized  services,  such 
essage  forwarding, 
he  complete  trac 

which  compares 
ns  offered  by  the 
■gest  carriers,  send 
I  a  self-addressed 


Ph 


onint/ 


TALK  IS  CHEAP— WITH  THE 
RIGHT  LONG-DISTANCE  DEAL 


stamped  envelope  to  trac, 
P.  ( ).  Box  120:38,  Washington, 
D.C.  20005.) 

To  pick  the  right  plan,  you 
have  to  be  alert  to  your  fami- 
ly's calling  patterns:  the 
amount  of  night  and  weekend 
calling  and  the  volume  of  fre- 
quently dialed  numbers.  And 
you  should  review  the  plans 
yearly  or  when  your  lifestyle 
changes— for  example,  when 
a  child  goes  off  to  college. 


Choose  the  wrong  plan  and 
you  could  end  up  paying 
more.  Says  one  industry  ex- 
ecutive: "You  can  pay  through 
the  nose"  for  calling  outside 
the  plan's  parameters. 

High-volume  users  might 
even  consider  signing  up  for 
several  plans.  You  could  take, 
say,  MCl's  Friends  &  Family 
at  home  but  use  Metromedia 
Communications  or  Allnet  on 
trips,  with  their  no-fee  call- 


A  PLAN  FOR  EVERYONE 


Plan  Name 

Advantage 

Features 

AT&T  SIMPLE 

For  those  who 

25%  off  calls  to  one  area 

SAVINGS 

call  often  to  one 

code,  1  5%  off  elsewhere 

area  code 

in  U.S.;  must  spend  $30  a 

month  on  long  distance 

LCI'S 

Often  cheaper, 

Flat  1  7<t  a  minute  6  a.m.  to 

SIMPLE,  FAIR, 

easier  to  track 

6  p.m.;  1  2<t  all  other  times 

&  INEXPENSIVE 

spending 

MCI 

PRIME  TIME 


For  moderate 


$8.45  a  month  for  an 
hour  of  state-to  state  calls 
made  off-peak;  1CK  a 
minute  thereafter;  peak-time 
calls  10%  off 


METROMEDIA'S 
TAKE  20 


For  those  making 
calls  to  as  many 
as  five  area  codes 


20%  discounts  on  calls 
made  to  five  out-of-state 
area  codes  and  five  coun- 
tries; 230:  a  minute  for  other 
day  calls;  1  2.5<t  off-peak 


SPRINT  PLUS 


For  high-volume 
callers 


Maximize  savings  as 
bills  pass  $200;  volume 
discounts  reach  30%  off- 
peak,  1 0%  off  on  daytime 
calls 


DATA:  TELECOMMUNICATIONS 
RESEARCH  S  ACTION  CENTER 


ing  cards.  (AT&T  charges  80<P 
per  calling-card  call;  MCI  and 
Sprint,  75C.)  And  use  in  In- 
ternational of  Columbus,  Ohio, 
for  daytime  business  calls, 
with  its  flat  17C'-a-minute  day 
rates,  as  opposed  to  an  aver- 
age  of  20-plus  cents  a  minute. 

Small  and  midsize  busi- 
nesses have  a  special  incen- 
tive to  shop  carriers.  With  the 
arrival  of  800  portability  in 
May,  allowing  businesses  to 
switch  carriers  and  take  their 
toll-free  numbers  with  them, 
providers  are  offering  pack- 
ages that  could  trim  800  bills 
by  as  much  as  35%  off  stan- 
dard rates  from  AT&T,  which 
controls  a  reported  74%  of  the 
market.  Carriers  are  also  of- 
fering deep  discounts  on  reg- 
ular long-distance  service,  of- 
ten with  onetime  deals  to  get 
companies  to  switch  over 
their  entire  phone  business. 
"The  language  of  the  day  is: 
How  many  months  am  I  going 
to  get.  free?  The  going  rate 
is  at  least  two  months,"  says 
Frank  Grillo,  director  of 
switched  services  for  Metro- 
media. Far  more  attractive 
are  off-the-top  percentage 
monthly  discounts  that  con- 
tinue as  long  as  the  business 
stays  with  that  provider. 

Other  helpful  hints: 

■  Line  quality  is  a  big  issue 
only  if  you're  using  the  phone 
to  send  faxes  and  data.  In 
that  case,  you'll  likely  want  a 
carrier  with  its  own  network, 
rather  than  a  reseller  who 
buys  capacity  from  another 
company.  All  carriers  are  fine 
for  voice  transmission. 

■  Look  into  six-second  billing 
if  you  make  large  numbers  of 
short  calls.  Most  residential 
plans  round  off  to  the  minute, 
which  is  wasteful  for  people 
who  leave  a  lot  of  messages. 

■  Bid  out  your  business.  All 
the  carriers  will  quote  costs 

for  individual  calls,  and 
they    will  analyze 
your  bill  to  deter- 
mine which  plan  is 
best  for  you. 
■  Don't  be  swayed 
by  options.  Such  ser- 
vices as  message  for- 
warding  and  account 
coding  are  vital  to  many  busi- 
nesses, but  if  you  don't  need 
them,  go  for  the  cheaper  nuts- 
and-bolts  plan.         E.S.  Eli/ 
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I  t's  a  rugged  six-mile  trail 
Bin  Paradise  Valley  in  Cali- 
H  fornia's  Kings  Canyon  Na- 
tional Park,  an  oasis  naturalist 
John  Muir  once  said  rivaled 
nearby  Yosemite  in  beauty 
and  grandeur.  After  climbing 
1,500  feet  in  view  of  sheer 
cliffs,  roaring  waterfalls,  and 
house-sized  boulders,  the  cool 
upland  valley  is  a  welcome 
res] lite.  Knee-high  ferns  shim- 
mer in  a  flowering  meadow. 
Plum))  fish  glide  in  a  nearby 
stream.  All  is  quiet,  except 
for  the  hum  of  birds  and  the 
rustle  of  nearby  deer. 

Welcome  to  the  little- 
known  Eden  of  the  Sierra 
Nevada.  Few  travelers 
from  Los  Angeles  or  San 
Francisco  take  the  six-hour 
drive  to  Kings  Canyon, 
opting  instead  for  the 
more  popular,  but  crowd- 
ed, Yosemite  National 
Park.  But  if  throngs  of 
tourists,  traffic  jams,  and 
smog  aren't  your  idea  of  a 
summer  getaway,  you  may 
want  to  lace  up  your  hik- 
ing boots  and  hit  the  trails 
in  lesser-known  Kings 
Canyon  and  the  neighbor- 


ing Sequoia  National  Park. 

The  parks  are  loaded  with 
a  variety  of  spectacular 
sights,  ranging  from  the 
world's  largest  grove  of  tow- 
ering sequoia  trees,  some  as 
old  as  '2,500  years,  to  snow- 
capped Mt.  Whitney,  which, 
at  14,494  feet,  is  the  highest 
point  in  the  contiguous  U.S. 
You  can  hear  the  Kings  River 
from  the  parks'  mountain 
roads  as  it  thunders  through 
a  stony  gorge  that,  in  some 
places,  is  deeper  than  Ari- 
zona's Grand  Canyon.  One  of 
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the  more  popular  attrac- 
tions in  Sequoia  is  the 
General  Sherman  Tree, 
which  soars  nearly  27  sto- 
ries high  and,  park  offi- 
cials claim,  is, the  world's 
largest  living  thing.  "We 
don't  see  trees  this  big 
back  home,"  says 
Louisiana  native  Ronald 
Aiken  as  he  marvels  at 
a  2,000-year-old  sequoia 
that  was  scarred  from  a 
fire  200  years  ago. 
squirrel  scare.  Spanish 
explorer  Gabriel  Moraga 
was  one  of  the  first  Eu- 
ropeans to  discover  the 
pristine  wilderness  when, 
in  1806,  he  camped  on 
the  banks  of  a  stream 
and  named  it  "the  river 
of  the  holy  kings."  By  the 
mid- 1850s,  scores  of  set- 
tlers built  grazing  ranch- 
es and  lumber  mills.  But 
preservationists  won  a 
hard-fought  battle  to  pro- 
tect the  forests  from  ruin 
when  Sequoia  National 
Park  was  established  in 
1890.  It's  the  nation's  sec- 
ond-oldest park,  after  Yel- 
lowstone. Kings  Canyon 
was  created  exactly  50  years 
later. 

Sequoia  and  Kings  Canyon 
attract  hikers  interested  in 
sights  that  are  off  the  beaten 
track.  It's  not  uncommon  to 
walk  for  miles  without  seeing 
another  soul.  Only  1.6  million 
visitors  passed  through  both 
parks'  gates  in  1992,  which  is 
well  below  the  3.9  million  who 
descended  on  Yosemite  last 
year.  Swiss  tourists  Ruth  and 
Chris  Kaiser  ended  up  spend- 
ing three  days  in  Sequoia,  by- 
passing Yosemite  altogether. 


"It  is  so  peaceful  here, 
says. 

The  best  way  to  expen 
the  parks  is  to  sleep  u:l 
the  stars.  Most  campgro; 
have  running  water  and 
rooms,  and  several  are 
laundromats,  showers, 
eery  stores,  and  cafetej 
Campsites  cost  $5  to  $12| 
night  and  are  first  come, 
served,  except  at  Lodge 
in  Sequoia,  where  rese 
tions  are  accepted  during 
summer.  (Call  Mistix  ati 
365-2267.)  Visitors  are  wa 
not  to  feed  the  bears  or  d 
rels  and  to  store  food  n 
erly.  One  campsite  was  cl 
last  year  when  it  was 
pected  that  a  squirrel 
died  of  bubonic  plague, 
site  was  reopened  this  sp 
after  no  further  inciq 
were  reported. 

If  a  warm  bed,  rather 
a  tent,  is  your  style,  t 
are  a  number  of  comforj 
lodges  and  motels  in  the 
In  Sequoia,  hikers  gathd 
the    Giant    Forest  Loi 
which  has  a  dining  room  i 
looking  a  velvety  grass  n 
ow.  In  Kings  Canyon,  tJ 
are   lodges   at  Grant 
Cedar  Groves. 
fireside  slides.  Reserva 
are  advised  and  can  be  n 
by  calling  209  561-3314.  P 
for  accommodations  gJ 
high  as  $111  a  night,  n 
carpeted  cabin  with  a 
place,  and  drop  as  low  as 
for  a  rustic  cabin  witi 
bath.  Be  forewarned:  R| 
means  rustic.  Cabins,  foi 
most  part,  do  not  have 
tricity,  although  each  hi 
wood-burning  stove,  kerq 
lam]),  and  beds. 

On  warm  sura 
evenings,  visitors  can 
joy  a  variety  of  firesicM 
tivities,  including 
shows,  sing-alongs,  am 
ture  programs.  Hikers 
welcome  to  join 
rangers  on  weekly  1 
flower  and  bird-watc 
walks. 

Don't  forget  to  brij 
camera  to  capture  th<| 
tamed  wilderness  of  t| 
two  parks.  Once  you  <( 
rience  the  southern  J 
ra's  quiet  beauty,  you  J 
never  go  back  to  Yosa 
again.       Lnum  M.  Hi 


PERSONAL  Bj 


IS  YOUR  MAINFRAME  REALLY 
^PROVING  COMMUNICATIONS? 


A  computer  system  should 
Kelp  support  your  business 
strategy  with  virtually  un- 
limi  ted  communications 
capabilities.  It  skould  unify 
all  vour  dissimilar  technologies 
for  increased  productivity  and 
convenience.  The  Lncore 
1 1 1  finity  90    is  this  system. 
Its  open  arcbitecture  and 
standards-based  connectivity 
support  all  the  systems  and 
networks  yon  will  ever  use. 
And  since  everyone  is  dealing 
with  change,  we  ve  made  all  of 
the  Infinity  90  s  processing 
capabilities  and  I/O 
throughput  individually 
sea  lahle.  That  means  every 
communication  service  in  your 
enterprise  is  configured  for 
maximum  performance  at  all 
times.  With  the  Infinity  90, 
you  shape  your  enterprise  to 
the  exact  communication 
demands  ol  your  business. 
Total  conn  ectivity,  unlimited 
sea  la  bitty,  uninterrupted 
operation  and  unprecedented 
eff  iciency  place  the  Encore 
Infinity  90  among  the  most 
valuable  business  assets  of 
the  '90s. 
Think 
beyond 
conventional 
com  n  lunicatic  ins 
Think 
Infinity  90. 


ENCORE 


Delivering  Enterprise  Solutions 

Encore  Computer  Corporation 
6901   W    Sunns,-  Blvd. 

Ft.  Lauderdale,  Florida  53313-4499 
(8001  033-0207  I'.S.  and  Canada 
(305)  587-2900  World  wide 


"In^ty90isatraJemaifcof  Encoi 
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Old  dogs,  new  tricks  and 


I3n  you  have  some  information  that's  just  lying  around  playing  dead? 
At  R.R.  Donnelley,  we've  learned  some  new  tricks  that  will  have  it  up  and 


performing  again  in  no  time. 

By  digitizing  and  manipulating  your  existing  information,  we  can 
output  it  in  all  sons  of  new  forms.  CD-R<  )M.  Interactive  multimedia.  A  pop-up. 
Floppy  disk.  On-line.  Media  that  can  help  you  appeal  to  new  users.  Open  new 
markets.  Dramatically  increase  your  information's  revenue  flow  . 

In  fact,  we're  turning  one  company's  information  into  unique,  new.  interactive 
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ing  new  revenue  streams. 


experiences.  A  golf  guide  with  video  previews  of  the  most  difficult  holes, 
history  of  rock  in  music,  text  and  motion.  Even  an  interactiv  e  dictionary. 

For  another  firm,  we  print  their  annual  catalog,  produce 
on-demand  updates  targeted  to  different  users'  interests  and  convert 
20,000  data  sheets  into  a  monthly  CD-R(  )M. 

There  are  lots  of  things  we  can  do  to  help  you  develop  new 
revenue  sources.  Just  call  for  this  detailed  brochur 
in  print  or  CD-ROM  form.  1-800-438-0223. 


RR  Donnelley  &  Sons  Company 

Till   POWER  TO  TRANSFORM  INFORMATION  INTO  OPPORTUNITIES 
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Not  only  do  we  offer  you  higher  per- capita  spending 
We  also  offer  you  103  million  more  capitas. 


plain  bring  you 
an  awful  lot 
of  customers. 


Chance 
are  shi 
has  a 
Visa  car 


Discover  equals  41  million  cardholders.     Visa  equals  144  million  cardholders. 

There  are  many  contrasts  that  can  be  drawn 
between  the  Discover  card  and  the  Visa  card. 

For  one  thing.  Visa  cardholders  have  a  health- 
ier appetite  for  spending.  The  dollar  amount  of 
the  average  Visa  transaction  is  38  percent  higher 

We  just 

than  the  corresponding  amount 
for  the  Discover  card* 

For  another  thing,  Visa 
can  offer  you  more  of  those 
lucrative  transactions.  With 

Source:  Visa  Panel  Study  Diary  1991-92.  "Source:  Silny.  Rosenberg  1992.  ""Source:  Simmons  1992. 


144  million  cards  outstanding,  Visa  x 
has  Discover  outnumbered  by  a 
hefty  margin  of  103  million  nation- 
wide. If  you're  curious  about  why 
that  is,  you  need  look  no  further  than 
the  consumer  surveys  that  have  con 
sistently  rated  Visa  the  best  card  for  shopping,  :i 
business,  for  travel,  for  entertainment...  in  she; 
the  "best  overall  card."** 

.And  Visa  doesn't  just  bring  you  more  custom 
ers.  It  brings  you  more  customers  at  eve 
income  level,  from  below  S25,000  to  the  lo 
reaches  of  S75,000-plus.  Clearly,  Visa  is  the  qz* 
favored  by  Americans  across  the  board?  ** 

The  upshot  of  all  this  is  that  consumers  a, 
spending  2.8  times  more  money  with  Visa  th 

with  Discover.*  .And  that  among  your  fellow7  m'i 

J 

chants,  roughly  1.000.000  more  accept  Visa  thk 
accept  Discover  in  the  U.S. 

Evidently  they've  made  a  choice  betwer 
the  card  that  pavs  vour  customers  back  and  t 
card  that  pays  you  back.  Their  card  of  ovr 
whelming  choice  is  Visa.  That's 
Visa.  With  a  V  A  capita  V 


VISA 


VisaU-SAb 
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iex  to  Companies 

dex  gives  the  starting  page  for  a  story  or  fea- 
ith  a  significant  reference  to  a  company.  Most 
iaries  are  indexed  under  their  own  names, 
anies  listed  only  in  tables  are  not  included. 


]  Brown  Boveri  102, 
once  28 

>ise  &  Vibration 
jgies  36 

'stems  56 

?&  Casualty  80,  83 
I 

>mputerized 

3  72 

port  72 

rrell  Dessert  80 

tal  32 

isurance  88 

nee  93 

16 

Medical 
33 

nmunications  36 
;vices  36 
ectronics  36 

nputer  51,  54,  56 
eidler  95 

56,  80,  102,  134 


nmerciale 
49 

nerica  80 
56 

Group  93 
1,92,  102 
Broadcasting  74 


/  Educational 
95 

2 

i 


74 

|  iospital  33 
'  1  Engineering  102 
I 

]  0,76 
j  e  51 
50,51,54 


I  80,86 
) 

lano  49 
les  96 
nais  93 


Dart  Group  96 
Dataquest  50,  51 
Datatech  Enterprises  51 
Dayton  Hudson  70 
Dean  Witter  Discover  34 
Dell  Computer  50,  51,  76 
Denny's  98 
Digital  Equipment  46 
Donnelley  Marketing  70 
Donnelley  (R.R.)  56 
Duff  &  Phelps  92 
Duke  Power  80,  88 
DuPont  28,  102 


Eastman  Kodak  34,  101 

E'lM  49 

E'  Polio  Loco  98 

Elf  Aquitane  38 

Encyclopaedia  Britannica  41 

Engelhard  80 

ESPN  74 

Eurosport  74 

Executive  Life  Insurance  93 
Exel  28 


Fairchild  Semiconductor  102 
Federal  Express  18 
Fel-Pro  80,  84 
Ferruzzi  49 
Fiat  49 

First  Executive  93 

First  International 
Computer  51 

Fleming  Cos.  70 

Flori-Roberts  38 

Ford  92,  102 

Fujitsu  46,51 


Galen  Health  Care  33 
Gartner  Group  54 
Gateway  2000  50 
GE  32,  102 
General  Dynamics  32 
Getty  Petroleum  92 
GM  45,  102 
Grumman  32 

H 


Hanna  Barbera  74 
Hardee's  98 
HCA-Hospital  33 
HCIA  33 
Health  Trust  33 
HealthSpan  33 
Hellmon  &  Friedman  93 
Hercules  95 


Hewlett-Packard  46,50,51, 
102 

Hitachi  102 

Hughes  Aircraft  32,  56 

Humana  33 

I 


IBM  41,46,50,51,76,88, 
92,  101,  102 

ICL  46 

IDS  Financial  Services  95 
Intel  46,50,  51,  102,  134 
International  Data  46 
ITT  Automotive  45 
Ivax  38 


John  Hancock  92 

Johnson  &  Johnson  80,  134 

Johnson  Products  38 


Kidder  Peabody  41 
Kohlberg  Kravis  Roberts  98 


Legacy  Fund  96 
Lifetime  95 
Lion  Advisors  93 
Lucas  Industries  45 


MacMillan  Publishing  41 
Mail  Boxes  ETC  72 
Martin  Marietta  32 
Marukin  7 
McCormick  101 
McDonald's  54 
McDonnell  Douglas  32 
McGraw-Hill  26,  56,  102 
Microsoft  50,  54,  56,  80 
Mitac  International  51 
Mitsui  51 
Mizuno  7 

MMS  International  26 
Morgan  Stanley  56 
Motorola  102 
MTV  74 

Mutuelle  Assurance 
Artisanale  93 

Muzak  70 

N 


NCR  80,  102 
NEC  101 

No  Hands  Software  56 

Noise  Cancellation 
Technology  36 


Olsten  95 
P 


Pacific  Bell  80 

Pacific  Horizon  Growth 
Fund  36 

Packard  Bell  51 


PaineWebber  38 

Pennzoil  92 

PepsiCo  41 

Philips  102,  134 

Pittiglio  Rabin  Todd  & 
McGrath  102 

Price  Waterhouse  45 

Prudential  Securities  34 


ODAT  72 

Quincy's  Family 
Steakhouse  98 


Residual  Markets  Center  86 
Rivera  MGT  7 
Robert  Bosch  45 
Robert  W.  Baird  95 


Salomon  Brothers  92 
SAS  Institute  80 
Schering-Plough  38 
Sharp  51,  102 
Shoney's  98 

Shoppers  Food  Warehoue  96 

Siemens  102 

Silicon  Graphics  46 

Standard  &  Poor's  92 

Standard  &  Poor's  Compustat 
Services  102 

State  Street  Research  Capital 
Fund  36 

Sun  Microsystems  46 

T 


Toco  Bell  70 
Tandy  50 
Tatung  51 
Taylor  Devices  101 
Telemedio  51 
Tenneco  Gas  80 
Terra  International  28 
Texaco  92 
Texas  Instruments  54 
Trak  Auto  96 
Tribune  41 
Trout  &  Ries  70 
Turner  Broadcasting 
System  74 

Twmhead  51 
TW  Services  98 


U.S.  West  80 
V 


Valeo  45 
Viacom  74 
Volkswagen  45 

W 


Wal-Mart  33,  54 
Winn-Dixie  Stores  70 


Zenith  Data  Systems  50 
Zeos  International  50 
Ziff-Davis  Publishing  56 


When  a  kid  strikes 
a  match,  fire 
strikes  back! 
Children  don't  realize 
that  a  simple  flame  can 
blaze  out  of  control  in 
mere  minutes.  That 
may  be  why  nearly 
twenty-five  percent  of 
the  fires  that  kill  young 
children  are  started  by 
children  themselves 
playing  with  fire. 

Don't  let  fire  strike 
your  family.  Always 
keep  matches  and 
lighters  far  out  of  the 
reach  of  children. 


A  message  from  your  local  fire  department,  this 
publication,  and  the  U.S.  Fire  Administration. 
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IT  S  NOT 


WHO  YOU 

IT'S  WHO 
KNOWS  YOU 

We  get  200,000  calls  a  year  at  1-800-USA-XPORT  from  business  people  looking 
for  the  latest  in-depth  information  on  76  countries  and  50  industries  worldwide. 
Starting  in  January  of  1993,  this  free  service  will  allow  businesses  to  find  buyers, 
suppliers  and  potential  partners  listed  on  the  Export/Import  Hotline  Directory. 
To  be  listed,  complete  the  form  below  and  send  it  to  us,  it's  that  easy.  If  you're 
not  listed  you'll  still  be  able  to  use  the  Directory  to  find  other  businesses,  but  will 
other  businesses  be  able  to  find  you? 


The  Export/Import  Hotline 

Make  It  Work  for  You 


;e  of  the  Export/ Import  Hotline  for  market  information  and  the  Export/Import  Hotline  Directory  is  free.  But,  to  be  listed  in  the  1993  Export/Im 
3tline  Directory,  companies  must  complete  this  form  and  send  a  processing  fee  of  $35.  To  pay  by  credit  card,  fax  this  form  to  617-523-0768,  or  ma 
rm  with  a  check  payable  to  International  Strategies,  Inc.,  260  Franklin  St.,  Boston,  MA  02110.  Companies  that  list  will  receive  a  free  Export/Impo 
ser's  Manual. 

Yes,  add  my  company  to  the  Export/Import  Hotline  Directory  and  send  me  my  free  Export/Import  User's  Manual. 

Enclosed  is  my  check  for  $35.      I  would  like  to  pay  by  credit  card:      American  Express      Mastercard  Visa 
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ii 


d  Number  (The  charge  will  appear  on  vour  statement  as:  Instant  Information) 
me 


Expiration  Date 
Title 


Signature 


mpanv  Name 


Address 


State 


Zip/ Postal  Code 


Country 


1 


lephone 


Fax 


x  of  Employees:  0-9_ 
isiness:  Manufacturer 


10-49        50-99        100-999   1000+_ 

Service         Agent   Distributor 


Sales:  Under  $1M_  $1-5M_  $5-25M_ 
Importer        Exporter   Both  


$25-100   $100M+_ 


ii; 


» be  listed  enter  up  to  six  (6)  distinct  four  (4)  digit  Harmonized  Codes  describing  products  you  buy  or  sell.  The  Code  system  allows  companies  to 
:eive  your  profile  on  their  fax  machines.  To  get  your  Harmonized  Code(s)  contact  your  freight  shipper  or  your  regional  Customs  Office  listed  be  * ; 
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enter  more  than  six  codes,  please  submit  another  completed  form  with  an  additional  $25. 

ease  describe  your  company's  products /services  in  20  words  or  less 
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Customs  Offices:  Northeast:  617-565-6115;  New  York:  212466-582|s-' 
Southeast:  305-876-6900;  South  Central:  504-589-6301; 
Southwest:  713-671-1009;  Pacific:  310-514-6001;  North  Central:  312-f*-- 
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STOCKS 

June      Dec.      June      June  10-16 


BONDS 

June      Dec       June      June  10-16 


52-week  change 
+  11.2% 


52-week  change 
+  10.8% 


1  -week  change 
+0.9% 


THE  DOLLAR 

June      Dec.      June      June  9-16 


1534  36 
1520  80 


1490  70 


52-week  change 
+3.5% 


1-week  change 
+0.6% 


KET  ANALYSIS 


OCKS 

Latest 

%  (hi 
Week 

inge 

52-week 

NES  INDUSTRIALS 

3511.7 

0.0 

6.8 

COMPANIES  (S&P  MidCap  Index) 

164.5 

0  8 

19  8 

OMPANIES  (Russell  2000) 

230.1 

0.1 

21.6 

PANIES  (Russell  3000) 

256.1 

0.5 

13.3 

%  change  (local  currency) 

•N  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100) 

2883.0 

0.6 

11.0 

NIKKEI  INDEX)  1 

9,902.4 

-3.3 

21.0 

t  (TSE  COMPOSITE) 

3892.5 

0  8 

15.6 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.1 1% 

3.17% 

3.69% 

30-YEAR  TREASURY  BOND  YIELD 

6.81% 

6.88% 

7.82% 

S&P  S00  DIVIDEND  YIELD 

2.80% 

2.81% 

3.02% 

S&P  500  PRICE/EARNINGS  RATIO 

22  6 

22.5 

24.6 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

443.4 

442  V 

Positive 

Stocks  above  26-week  moving  average 

53.2% 

54.5% 

Negative 

Speculative  sentiment:  Put/call  ratio 

0.47 

0.46 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.28 

2.35 

Neutral 

STRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 


VEEK  LEADERS 

%  change 
4-week 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

TAL  MANAGEMENT 

20.2 

-0.8 

GALEN  HEALTH  CARE 

35.1 

56.3 

1  8  Va 

BUILDING 

17.1 

48.3 

CENTEX 

25  7 

73.7 

35  Vi 

DISTANCE  TELECOMMUNICATIONS 

12.5 

47.4 

AT&T 

14  2 

45  8 

63  Vi 

KASTING 

11.5 

19.9 

TELE-COMMUNICATIONS 

21.3 

22  1 

22  % 

TI0N  CONTROL 

11.2 

3.3 

WMX  TECHNOLOGIES 

13  9 

-1  0 

35  v< 

fEEK  LAGGARDS 

%  change 
4-week 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

FACTURED  HOUSING 

-14.9 

21.5 

FLEEWOOD  ENTERPRISES 

-16.6 

22.5 

17 

-12.6 

13  9 

REEBOK  INTERNATIONAL 

-23.4 

26.8 

29 

'APER  PUBLISHING 

-7.8 

-4.1 

NEW  YORK  TIMES 

-15.2 

-209 

23  s/s 

IES 

-6.3 

5.3 

DELTA  AIR  LINES 

-12.0 

-12  6 

51  Vi 

PL0RATI0N  AND  PRODUCTION 

-5.6 

15.1 

SANTA  Ff.  ENERGY  RESOURCES 

-10.0 

15  7 

10  Va 

UAL  FUNDS 


S 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

PANESE  SMALL  COMPANY 

10.8 

M0NITREND  GOLD 

-12.5 

ER  LATIN  AMERICA 

9  4 

FINANCIAL  STRATEGIC  GOLD 

-6.7 

LL  LYNCH  TECHNOLOGY  A 

8  8 

UNITED  SERVICES  WORLD  GOLD 

-6.3 

otal  return 

% 

52-week  total  return 

% 

GROWTH 

E  STATE  STREET  GLOBAL  ENERGY 
HANCOCK  SPECIAL  EQUITIES  A 

63.1 
62.2 
47.5 

PROGRESSIVE  AGGRESSIVE  GROWTH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 
FIDELITY  SELECT  MEDICAL  DELIVERY 

-26.7 
-20.8 
-12.7 

L  !  s&p  500 

4-week  total  return 


MORNINGSTAR  INC 

t  I    Average  fund 

52-week  total  return 


IVE  PORTFOLIOS 


i  neurits 

I  it  the  present 

ij  $10,000 

I*  one  year  ago 

H  >ortfolio 

'  3es  indicate 
otal  returns 


Foreign  stocks 
$13,079 
-0.30% 


Treasury  bonds 
$12,252 
+  1.15% 


U.S. stocks 
$11,249 

+0.35% 


Gold 
$10,658 

-2.64% 


DATA  RESOURCES  INC. 


Illl 


Money  market  fund 
$10,239 

+0.05% 


(  this  page  are  as  of  market  close  Wednesday,  June  16,  1  993,  unless  otherwise  indicated  June  15.  Mutual  fund  returns  are  as  of  June  11  Relative  portfolios  are  valued  as  of  June  15  A  more 
f  ups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request. 
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THE  RIGHT  FAMILY  VALUES  IN  THE  WORKPLACE 


Family-friendly  companies  are  hard  to  come  by.  In  the 
rush  to  be  competitive  in  a  rough-and-tumble  global  econ- 
omy, the  last  thing  most  managers  want  to  deal  with 
is  the  personal  problems  of  their  employees.  Sick  kids,  el- 
derly parents,  troubled  husbands,  wives,  and  close  friends 
are  far  from  the  bottom  line. 

Or  so  they  think.  The  next  frontier  in  the  battle  for  high- 
er productivity  is  shaping  up  to  be  in  the  arena  of  work  and 
family.  Such  companies  as  Johnson  &  Johnson  and  AT&T  are 
discovering  that  family-friendly  work  environments  more  than 
pay  for  themselves.  Flexible  hours,  restructured  work,  and 
unpaid  leaves  for  emergencies  actually  reduce  absenteeism, 
cut  turnover,  save  money,  and  boost  efficiency  (page  80). 

While  many  corporations  bemoan  the  impending  Family 
&  Medical  Leave  Act  as  yet  another  burdensome  government 
mandate,  others  see  the  August  deadline  for  implementation 
as  a  chance  to  make  themselves  even  more  competitive.  Cor- 
porate America  should  take  note  and  follow  in  their  tracks. 

There  isn't  a  lot  of  choice.  With  a  growing  population  of 
dual-career  couples,  single  parents,  and  aging  elders,  balanc- 
ing the  demands  of  home  and  work  has  become  the  great 
game  of  the  American  middle  class.  Hours  in  the  office  spent 
on  the  phone  with  a  hospitalized  father  or  with  a  sitter  tend- 
ing a  sick  child  is  work  time  wasted. 

Breakthrough  managers,  so  called  by  the  Conference  Board's 
Work  &  Family  Council,  take  such  problems  and  transform 
them  into  opportunities  for  their  companies.  Although  one 
in  eight  large  U.  S.  corporations  already  has  some  combina- 
tion of  flextime,  job-sharing,  and  family-leave  policies  on  its 
books,  it  is  the  middle  manager  who  designs  work  and  fam- 
ily practices  through  implementation  of  the  rules.  Finding 
solutions  that  get  the  work  done  and  help  in  family  situa- 
tions is  one  of  the  biggest  management  challenges  of  the  day. 


Fortunately,  the  dramatic  decentralization  of  corporato 
ganization  combined  with  recent  advances  in  inforimij 
technology  are  providing  managers  with  the  tools.  In  1 
the  need  for  flexibility  to  solve  work  and  family  problem 
beginning  to  look  like  nothing  more  than  an  extension  o| 
growing  corporate  need  for  flexibility  in  all  its  staffing 
quirements.  Managers  are  realizing  that  "face  time"  atl 
office  is  far  less  important  than  getting  results.  And  thai? 
quires  the  kind  of  flexibility  that  works  for  everybody.^ 

So  telecommuting,  job  sharing,  and  time  compress 
(working  four  10-hour  days  a  week)  are  not  only  increasl 
ly  possible  for  people  with  families  but  also  increasingly  | 
erable  for  a  growing  number  of  employees  without  them.  J 
recent  push  to  give  salespeople  portable  computers  ancj 
their  office  space  to  save  rental  costs  is  not  much  diffei 
from  having  mothers  of  newborns  work  at  home,  assuil 
their  jobs  are  portable. 

The  growing  business  of  outsourcing  professional  wo| 
another  area  where  the  need  for  flexibility  in  business  irl 
es  with  the  same  need  in  families.  Leaving  the  corporate! 
to  consult  and  do  temporary  professional  work  is  attracl 
tens  of  thousands  of  people  who  want  to  take  the  timj 
raise  children  or  care  for  ailing  parents.  Companies  1 
money  by  cutting  fixed  costs,  while  workers  keep  a  foil 
the  corporate  door  and  maintain  part  of  their  earnings.! 

People  and  corporations  alike  go  through  life-work  cy^j 
The  early  years  are  devoted  to  fast  growth,  long  wor 
hours,  and  a  steep  learning  curve.  Expansion  of  respon: 
ities  and  organization  then  requires  more  flexibility  ai 
balancing  of  needs  and  demands.  Learning  to  mesh  peri 
al  and  business  work  cycles  can  provide  an  unexpected 
lop  of  productivity.  Family-friendly  companies  are  d 
everyone  a  favor— especially  themselves. 


FOR  BEST  RESULTS,  DECENTRALIZE  R&D 


■  ntel  Corp.  is  one  of  the  world's  most  successful  high-tech 
I  companies,  but  it  doesn't  have  a  centralized  research  and 
H  development  laboratory.  Why?  Because  Chairman  Gordon 
E.  Moore  discovered  long  ago,  at  the  birth  of  Silicon  Valley, 
that  centralized  R&D  labs  just  don't  work  very  well.  Good 
ideas  are  forever  bottled  up  inside  them— or  leak  to  the  out- 
side world  when  scientists  leave  to  start  their  own  companies. 
So  Intel  does  all  its  research  and  development  in  its  operat- 
ing divisions,  ensuring  close  teamwork  between  the  people  who 
know  the  market  and  those  who  know  the  technology.  The 
bottom  line:  Decentralizing  R&D  pays  off. 

Industrial  giants  around  the  world  are  catching  on  to  the 
idea.  Dutch  electronics  maker  Philips  once  funded  all  its  R&D 
centrally,  which  insulated  its  labs  from  the  needs  of  the  busi- 
ness units.  Now,  under  a  new  American  R&D  chief,  70%  of  R&D 
funding  comes  from  business  units.  At  ABB  Asea  Brown  Bo- 
veri,  the  Swedish-Swiss  conglomerate,  the  figure  is  closer  to 


90%.  AT&T  Bell  Laboratories,  once  an  empire  unto  itself, 
decentralized  to  the  point  where  most  of  the  people  wea 
Bell  Labs  badges  draw  their  salaries  from  AT&T  business  u 

Central  labs  still  have  an  important  role.  They're  goo< 
researching  base  technologies  that  can  be  used  by  many 
pany  operations.  By  pooling  their  resources,  these  units 
fund  long-term  work  that  would  be  beyond  the  resource 
any  one  of  them  alone.  But  beware:  In  the  name  of  ex] 
ing  base  technologies,  companies  and  R&D  consortiums 
simply  water  the  soil  for  upstart  rivals.  That  kind  of  a 
ism  is  more  properly  the  role  of  government,  which  sh 
pick  up  the  slack  as  companies  reduce  their  commitmei 
non-commercial  research. 

As  for  profit-generating  R&D,  don't  bottle  it  up.  Fars 
ed  business  managers  know  the  technology  they  need  b( 
than  an  isolated  lab,  and  they're  not  afraid  to  pay  for  it. 
ness  Intel's  R&D  budget  this  year:  a  hefty  $900  million. 
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"One  thing  you  learn  in  racing  is  that 
they  don't  wait  for  you," 

that  it's  up  to  them  to  innovate,  to 
make  things  happen.  You  can't  just  sit 
around  and  wait." 


When  he  was  14  years  old, 
Roger  Penske's  father  took  him  to  see 
his  first  Indianapolis  500.  He  hasn't 
missed  one  since.  "The  crowd,  the 
excitement— it  just  got  to  me,"  he  recalls. 
"That's  when  I  said  to  myself,  'Someday 
I'm  going  to  compete  here.'" 

Eighteen  years  later  he  made  it  to 
Indy  as  the  leader  of  Team  Penske— 
"a  group  of  drivers,  engineers,  and 
mechanics  who  were  as  committed  to 
the  challenge  of  racing  as  I  was."  To 
date,  Team  Penske  has  won  2^^* 
Indy  500  victories,  making  it  the  most 
successful  team  ever. 

In  addition  to  managing  his  racing 
team,  Penske  runs  an  international 
multibillion- dollar  automotive 
business.  Whatever  his 
endeavor,  he  uses  the  same 
management  techniques. 
"I  try  to  teach  my  people 


1  \ 

i  to    A  * 


In  his  work,  Roger  Penske  com- 
bines a  strong  focus  on  results  with 
attention  to  detail.  "The  thing  I  like 
about  Rolex,"  he  explains,  "is  that 
they  don't  compromise  either.  If 
you're  going  to  do  something,  you 
might  as  well  be  the  best  at 
it.  That's  why  I've  worn 
a  Rolex  for  over 

ROLEX 

ML 


two  decades." 


Rolex  Oyster  Perpetual  Day-Date  in  18kt  gold  with  matching  concealed-clasp  President  bracelet  and  Ivory  Pyramide  Roman  dial 
Write  for  brochure  Rolex  Watch  USA  ,  Inc  .  Dept    909,  Rolex  Building,  665  Fifth  Avenue.  New  York.  NY  10022  5383 

Rolex.      Oyster  Perpetual  Day -Date  and  President  are  trademarks 
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Our  hazardous  waste  treatment  center  in  Hong  Kong  can  handle  wa't 
from  10,000  factories.  Leaving  little  reason  for  harmful  chemicals  evei 


